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TRADE AGREEMENTS ACT EXTENSION 


FRIDAY, JUNE 20, 1958 


Unirep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 
The committee met, pursuant to call, at 10:10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) pre- 


Present: Senators Byrd (chairman), Kerr, Frear, Long, Anderson, 
Douglas, Williams, Flanders, Malone, Carlson, and Bennett. 

Also present: Elizabeth B. Springer, chief clerk. 

Stanley D. Metzger, Department of State. 

The CuarrMan. The meeting will come to order. 

The committee has under consideration H. R. 12591, extension 
of the reciprocal trade program. I submit for the record a copy of 
the bill as well as a brief analysis of the provisions therein. 

(The analysis and bill follow:) 


General authority.—Authority of the President to enter into trade agreements 
is extended from June 30, 1958 to June 30, 1963 (sec. 2). 

Tariff reductions.—Authority is granted to reduce tariffs by (i) reduction of 
rates existing on July 1, 1958 by 25 percent in stages of not more than 10 percent 
inany 12-month period; (ii) reduction by 2 percentage points (or its equivalent) 
as an alternative to (i) with no more than 1 percentage point reduction in any 
12-month period; (iii) alternatively, a reduction to 50 percent ad valorem in no 
1 e) 3 annual stages, each limited to one-third of the total reduction (sec. 
3 (a) (8)). 

Tariff increases.—Authorization to increase tariffs to a rate of 50 percent 
above the rate existing on July 1, 1934 (instead of 50 percent above the January 1, 
1945 rate, as in the present act) (sec. 3 (c)). 

Escape-clause procedure.—The present escape-clause procedure is retained with 
the following modifications in the procedure: (a) Escape-clause investigations 
and reports are to be completed by the Tariff Commission in 6 months (instead 
of the present 9 months) (sec. 5 (b)); (6) subpena powers granted to the Tariff 
Commission in escape-clause proceedings (sec. 9 (a)); (c) duty-free items bound 
in trade agrements may be transferred to the dutiable list and rates imposed up 
to 50 percent ad valorem (sec. 5 (c)); (d) organization or groups of employees are 
Sue authority to file an application for escape-clause proceedings (sec. 5 (a)) 
¢) @ Presidential disapproval of a Tariff Commission recommendation may be 
overridden by the adoption of a concurrent resolution by a two-thirds vote of 
both houses. Such a resolution would be a privileged matter in order to expedite 
congressional consideration (sec. 7). 

Peril-point procedure-—The present peril-point authority is amended by 
(@) making an escape-clause investigation automatic whenever the Tariff Com- 
mission finds in a peril-point report that an increase in duty over existing levels 
8 necessary to prevent injury (sec. 4 (b)); (6) peril-point investigations and 
Teports are to be completed in 6 months (instead of the present 4) (sec. 4 (a)). 

National security amendment.—(a) The national security amendment is amended 
to specify certain of the factors which are to guide the ODM in considering whether 
imports are threatening to impair the national security (sec. 8 (c)); (6) ODM is 
to carry out an investigation upon application of an interested party or upon the 
Motion of the head of any agency of Government, including the Director of the 
ODM (sec. 8 (b)); (c) the investigatory procedur= of ODM is altered to provide 


1 
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for a single investigation (sec. 8 (b)); (d) a report must be published op the 
disposition of each investigation (sec. 8 (d)); (e) ODM is to issue procedural 
regulations for the conduct of such investigations (sec. 8 (d)). : 

Annual report.—Included in the annual report on the operations of the trad 
agreements is to be a statement on progress made in removing restrictions 
maintained against United States exports by other countries (sec. 3 (d)), 

Negotiation procedure.—It is the sense of the Congress that during the negotig, 
tions of a trade agreement, the President is to seek information and advice from 
representatives of American industry, agriculture, and labor (sec. 3 (f)). 

GATT.—Enactment of this legislation does not indicate approval or disapproygl 
of the GATT (sec. 10). 


[H. R. 12591, 85th Cong., 2d sess.] 


AN AOT To extend the authority of the President to enter into trade agreements under section 350 of thy 
Tariff Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Trade Agree. 
ments Extension Act of 1958’’. 

Src. 2. The period during which the Presic ent is authorized to enter into foreign 
trade agreements under section 350 of the Tariff Act of 1930, as amended (ig 
U. 8. C., see. 1351), is hereby extended from the close of June 30, 1958, until 
the close of June 30, 1963. 

Sec. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as amended 
(19 U. 8. C., sec. 1351 (a)), is amended as follows: 

(1) Paragraph (2) (A) is amended by striking out “January 1, 1945” and by 
inserting in lieu thereof ‘July 1, 1934’’. : 

(2) Pa agraph (2) (D) is amended by inserting ‘and before July 1, 1958” 
after “June 12, 1955,’’. 

(3) The last sentence of paragraph (2) (D) (ii) is amended by striking out 
“section 402 of this Act (as in effect’’ and inserting in lieu thereof ‘“‘section 402 o 
402a of this Act (as in effect, with respect to the article concerned,’’. 

(4) Paragraph (2) is amended by adding at the end thereof the following ney 
subparagraph: 

“(E) In order to carry out a foreign trade agreement entered into by the 
President on or after July 1, 1958, decreasing any rate of duty below the 
lowest of the rates provided for in paragraph (4) (A) of this subsection.” 

(5) Paragraph (3) (A) is amended (A) by striking out ‘‘of subparagraphs {B) 
and (C) of this paragraph,’’ and by inserting in lieu thereof “of subparagraphs 
(B) and (C) of this paragraph and of subparagraph (B) of paragraph (4) of this 
subsection,”’, and (B) by striking out “suspension under paragraph (4)” and by 
inserting in lieu thereof “suspension under paragraph (5)”’. 

(6) Paragraph (3) (D) is amended by striking out ‘‘paragraph (2) (C) or (D)” 
and by. inserting in lieu thereof ‘“‘paragraph (2) (C) or (D) or paragraph (4) (A) 
or (B)”’. 

(7) Paragraphs (4) and (5) are renumbered as paragraphs (5) and (6), respec- 
tively. 

(8) Subsection (a) is amended by inserting after paragraph (3) the following 
new paragraph: 

(4) (A) No proclamation pursuant to paragraph (1) (B) of this subsection 
shall be made, in order to carry out a foreign trade agreement entered into by the 
President on or after July 1, 1958, decreasing any rate of duty below the lowest 
of the following rates: 

“(i) The rate which would result from decreasing the rate existing 
July 1, 1958, by 25 per centum of such rate. 

“(ii) Subject to paragraph (2) (B) of this subsection, the rate 2 per centum 
ad valorem below the rate existing on July 1, 1958. 

“(iii) The rate 50 per centum ad valorem or, in the case of any artide 
subject to a specific rate of duty or to a combination of rates including 4 
specific rate, any rate (or combination of rates), however stated, the ad 
valorem equivalent of which has been determined as 50 per centum ad 
valorem. 

The provisions of clauses (ii) and (iii) of this subparagraph and of subparagraph 
(B) (ii) of this paragraph shall, in the case of any article subject to a combination 
of ad valorem rates of duty, apply to the aggregate of such rates; and, in the case 
of any article subject to a specific rate of duty or to a combination of rates including 
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aspecific rate, such provisions shall apply on the basis of the ad valorem equivalent. 
of such rate or rates, during a representative period (whether or not such period 
includes July 1, 1958), determined in the same manner as the ad valorem.equiva~ 
jent of rates not stated wholly in ad valorem terms is determined for the purpose 
of paragraph (2) (D) (ii) of this subsection. 

(B) (i) In the case of any decrease in duty to which clause (i) of subparagraph 
(A) of this paragraph applies, such decrease shall become initially effective in not 
more than five annual stages, and no amount of decrease becoming initially 
eflective at one time shall exceed 10 per centum of the rate of duty existing on 
July 1, 1958, or, in any case in which the rate has been increased since that date, 
exceed such 10 per centum or one-third of the total amount of the decrease under 
the foreign trade agreement, whichever is the greater. 

“(ji) In the case of any decrease in duty to which clause (ii) of subparagraph (A) 
of this paragraph applies, such decrease shall become initially effective in not 
more than five annual stages, and no amount of decrease becoming initially 
elective at one time shall exceed 1 per centum ad valorem or, in any case in 
which the rate has been increased since July 1, 1958, exceed such 1 per centum or 
one-third of the total amount of the decrease under the foreign trade agreement, 
whichever is the greater. 

“(jii) In the case of any decrease in duty to which clause (iii) of subparagraph 
(A) of this paragraph applies, such decrease shall become initially effective in not 
more than five annual stages, and no amount of decrease becoming initially 
effective at one time shall exceed one-third of the total amount of the decrease 
under the foreign trade agreement. 

“(C) In the case of any decrease in duty to which subparagraph (A) of this 
paragraph applies, no part of a decrease after the first part shall become initially 
effective (i) until the immediately previous part shall have been in effect for a 
period or periods aggregating not less than one year, nor (ii) after the first part 
shall have been in effect for a period or periods aggregating more than four years. 
If any part of a decrease has become effective, then any time thereafter during 
which such part of the decrease is not in effect by reason of legislation of the 
United States or action thereunder shall be excluded in determining when the 
four-year period expires.” 

(b) Subsection (b) of section 350 of the Tariff Act of 1930, as amended (19 
U.S. C., see. 13851 (b)), is amended (1) by striking out ‘‘exclusive’”’ in the first 
sentence, and (2) by amending paragraph (2) to read as follows: 

(2) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, below the applicable alternative specified 
in subsection (a) (2) (C) or (D) or (4) (A) (subject to the applicable provisions 
of subsection (a) (3) (B), (C), and (D) and (4) (B) and (C)), each such alter- 
native to be read for the purposes of this paragraph as relating to the rate of 
duty applicable to products of Cuba. With respect to products of Cuba, 
the limitation of subsection (a) (2) (D) (ii) or (4) (A) (iii) may be exceeded 
to such extent as may be required to maintain an absolute margin of preference 
to which such products are entitled ”’ 

(ec) Paragraph (2) (A) of subsection (c) of section 350 of the Tariff Act of 1930, 
as amended (19 U. 8. C., see. 1351 (ce) (2) (A)), is amended by striking out 
“‘existing on January 1, 1945’ and ‘existing on January 1, 1955’ ”’ and by insert- 
ing in lieu thereof “ ‘existing on July 1, 1934’, ‘existing on January 1, 1945’, 
‘existing on January 1, 1955’, and ‘existing on July 1, 1958’ ’’. 

(d) Paragraph (1) of subsection (e) of section 350 of the Tariff Act of 1930, 
as amended (19 U. 8. C., see. 1351 (e) (1)), is amended by inserting after “ (in- 
cluding the incorporaticn therein of escape clauses),” the following: ‘the results 
of action taken to obtain removal of foreign trade restrictions (including dis- 
criminatory restrictions) against United States exports, remaining restrictions, 
and the measures available to seek their removal in aceordance with the objectives 
of this section,’’. 

_ (e) Section 350 of the Tariff Act of 1930, as amended (19 U. 8. C., see. 1351), 
is amended by adding at the end thereof the following new subsection: 

“(f) It is hereby declared to be the sense of the Congress that the President, 
during the course of negotiating any foreign trade agreement under this section, 
should seek information and advice with respect to such agreement from repre- 
sentatives of industry, agriculture, and labor.”’ 

Sec. 4. (a) The third sentence of subsection (a) of section 3 of the Trade 
Agreements Extension Act of 1951, as amended (19 U. S. C., see. 1360 (a)), is 
amended by striking out ‘120 days’ and inserting in lieu thereof ‘six months’’. 
The last sentence of such subsection is amended by striking out “‘120-day’”’ and 
Inserting in lieu thereof “‘six-month”’. 
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(b) Subsection (b) of section 3 of the Trade Agreements Extension Act of 195) 
as amended (19 U. 8. C., sec. 1360 (b)), is amended by adding at the end 
the following new sentence: “If in the course of any such investigation the Com, 
mission shall find with respect to any article on the list upon which a tariff egy. 
cession has been granted that an increase in duty or additional import restrictign 
is required to avoid serious injury to the domestic industry producing like q@ 
directly competitive articles, the Commission shall promptly institute an invest. 
gation with respect to that article pursuant to section 7 of this Act.” 

Sec. 5. (a) The first paragraph of subsection (a) of section 7 of the T 
Agreements Extension Act of 1951, as amended (19 U. 8. C., sec. 1364 (a)) ig 
amended by striking out ‘“‘any interested party’’ and inserting in lieu thereof “any 
interested party (including any organization or group of employees)”’. 

(b) (1) The first paragraph of section 7 (a) of such Act is amended by striking 
out “nine months’”’ and inserting in lieu thereof ‘‘six months’’. 

(2) The amendment made by paragraph (1) shall apply only with respect to 
applications made after the date of the enactment of this Act. 

(c) Section 7 of the Trade Agreements Extension Act of 1951, as amended 
(19 U. 8. C., sec. 1364), is amended by adding at the end thereof the following 
new subsection: 

““(f) In carrying out the provisions of this section the President may, notwith- 
standing section 350 (a) (2) of the Tariff Act of 1930, as amended, impose a duty 
a in excess of 50 per centum ad valorem on any article not otherwise subject to 

duty. 

Sxc. 6. Subsection (c) of section 7 of the Trade Agreements Extension Aet of 
1951, as amended (19 U. S. C., see. 1364 (c)), is amended by inserting “(1)” 
after “(c)” at the beginning thereof, and by adding at the end thereof the following: 

(2) The action so found and reported by the Commission to be necessary 
shall take effect (as provided in the first sentence of paragraph (1) or in paragraph 
(3), as the case may be)— 

(A) if approved by the President, or 

“(B) if disapproved by the President in whole or in part, upon the adoption 
by both Houses of the Congress (within the 60-day period following the date 
on which the report referred to in the second sentence of paragraph (1) 
is submitted to such committees), by the yeas and nays by a two-thirds 
vote of each House, of a concurrent resolution stating in effect that the 
Senate and House of Representatives approve the action so found and 
reported by the Commission to be necessary. 

For the purposes of subparagraph (B), in the computation of the 60-day period 
there shall be excluded the days on which either House is not in session because 
of an adjournment of more than 3 days to a day certain or an adjournment of the 
Congress sine die. 

““(3) In any case in which the contingency set forth in paragraph (2) (B) 
occurs, the President shall (within 15 days after the adoption of such resolution) 
take such action as may be necessary to make the adjustments, impose the quotas 
or make such other modifications as were found and reported by the Commission 
to be necessary.” 

Sec. 7. (a) The following subsections of this section are enacted by the 
Congress: 

(1) As an exereise of the rulemaking power of the Senate and the House 
of Representatives, respectively, and as such they shall be considered a 
part of the rules of each House, respectively, but applicable only with respect 
to the procedure to be followed in such House in the case of resolutions (a8 
defined in subsection (b)); and such rules shall supersede other rules only to 
the extent that they are inconsistent therewith; and 

(2) With full recognition of the constitutional right of either House to 
change such rules (so far as relating to the procedure in such House) at any 
time, in the same manner and to the same extent as in the case of any other 
rule of such House. 

(b) As used in this section, the term “resolution’’ means only a concurrent 
resolution of the two Houses of Congress, the matter after the resolving clause 
of which is as follows: “That the Senate and House of Representatives approve 
the action— 

“(1) found and reported by the United States Tariff Commission to be 
necessary to prevent or remedy serious injury to the respective domestic 
industry, in its report to the President dated , 19 , on its escape 
clause investigation numbered under the provisions of section 7 of the 
Trade Agreements Extension Act of 1951, as amended (19 U. 8. C., see. 
1364), and 
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(2) disapproved by the President in whole or in part in his report 
(dated , 19 ) pursuant to the second sentence of paragraph (1) of 
section 7 (c) of such Act.’’, i : 

the blank spaces therein being appropriately filled; and does not include a con- 
urrent resolution which specifies more than one such investigation. 

(c) A resolution with respect to an investigation shall be referred to the Com- 

ittee on Finance of the Senate or to the Committee on Ways and Means of the 
House‘of Representatives by the President of the Senate or the Speaker of the 
House of Representatives, as the case may be. ; } 

(d) (1) If the committee to which has been referred a resolution with respect 
oan investigation has not reported it before the expiration of ten calendar days 
after its introduction (or, in the case of a resolution received from the other House, 
ten calendar days after its receipt), it shall then (but not before) be in order to 
move either to discharge the committee from further consideration of such 
resolution, or to discharge the committee from further consideration of any other 
resolution with respect to such investigation which has been referred to the 
committee. 

(2) Such motion may be made only by a person favoring the resolution, shall 
be highly privileged (except that it may not be made after the committee has 

rted a resolution with respect to the same investigation), and debate thereon 
shall be limited to not to exceed one hour, to be equally divided between those 
favoring and those opposing the resolution. No amendment to such motion 
shall be in order, and it shall not be in order to move to reconsider the vote by 
which such motion is agreed to or disagreed to. 

(3) If the motion to discharge is agreed to or disagreed to, such motion may 
not be renewed, nor may another motion to discharge the committee be made 
with respect to any other resolution with respect to the same investigation. 

(e) (1) When the committee has reported, or has been discharged from further 
consideration of, a resolution with respect to an investigation it shall at any time 
thereafter be in order (even though a previous motion to the same effect has been 
disagreed to) to move to proceed to the consideration of such resolution. Such 
motion shall be highly privileged and shall not be debatable. No amendment to 
such motion shall be in order and it shall not be in order to move to reconsider 
the vote by which such motion is agreed to or disagreed to. 

(2) Debate on the resolution shall be limited to not to exceed ten hours, which 
shall be equally divided between those favoring and those opposing the resolution. 
A motion further to limit debate shall not be debatable. No amendment to, or 
motion to recommit, the resolution shall be in order, and it shall not be in order 
to move to reconsider the vote by which the resolution is agreed to or disagreed to. 

(f) (1) All motions to postpone, made with respect to the discharge from 
committee, or the consideration of, a resolution with respect to an investigation, 
and all motions to proceed to the consideration of other business, shall be decided 
without debate. 

(2) All appeals from the decisions of the Chair relating to the application of the 
tules of the Senate or the House of Representatives, as the case may be, to the 
procedure relating to a resolution with respect to an investigation shall be decided 
without debate. 

(g) If, prior to the passage by one House of a resolution of that House with 
respect to an investigation, such House receives from the other House a resolution 
with respect to the same investigation, then— 

(1) If no resolution of the first House with respect to such investigation 
has been referred to committee, no other resolution with respect to the same 
investigation may be reported or (despite the provisions of subsection (d) (1)) 
be made the subject of a motion to discharge. 

(2) If a resolution of the first House with respect to such investigation has 
been referred to committee— 

(A) the procedure with respect to that or other resolutions of such 
House with respect to such investigation which have been referred to 
committee shall be the same as if no resolution from the other House 
with respect to such investigation had been received; but 

(B) on any vote on final passage of a resolution of the first House with 
respect to such investigation the resolution from the other House with 
respect to such investigation shall be automatically substituted for the 
resolution of the first House. 

Skc. 8. (a) Section 2 of the Act entitled ““An Act to extend the authority of the 

ident to enter into trade agreements under section 350 of the Tariff Act of 
1930, as amended”, approved July 1, 1954, as amended by section 7 of the Trade 
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Agreements Extension Act of 1955 (19 U.S. C., sec. 1352a), is amended to read ag 
follows: 

“Sec. 2. (a) No action shall be taken pursuant to section 350 of the Tar 

© Lariff 
Act of 1930, as amended (19 U. 8. C., see. 1351), to decrease the duty on 
article if the President finds that such reduction would threaten to impair the 
national security. 

“(b) Upon request of the head of any Department or Agency, upon application 
of an interested party, or upon his own motion, the Director of the Office of 
Defense Mobilization (hereinafter in this section referred to as the ‘Direetor’) 
shall immediately make an appropriate investigation, in the course of which he 
shall seek information and advice from other appropriate Departments and 
Agencies, to determine the effects on the national security of imports of the 
article which is the shbject of such request, application, or motion. If, as a regylt 
of such investigation, the Director is of the opinion that the said article is bej 
imported into the United States in such quantities or under such circumstanees 
as to threaten to impair the national security, he shall promptly so advise the 
President, and, if the President determines that the article is being imported into 
the United States in such quantities or under such circumstances as to threaten 
to impair the national security, he shall take such action, and for such time, ag 
he deems necessary to adjust the imports of such article so that such imports 
will not threaten to impair the national security. 

“(e) For the purposes of this section, the Director and the President shall, jp 
the light of the requirements of national security and without excluding other 
relevant factors, give consideration to domestic production needed for projected 
national defense requirements, the capacity of domestic industries to meet sueh 
requirements, existing and anticipated availabilities of the human resources, prod- 
ucts, raw materials, and other supplies and services essential to the national de- 
fense, the requirements of growth of such industries and such supplies and services 
including the investment, exploration, and development necessary to assure such 
growth, and the importation of goods in terms of their quantities, availabilities 
character, and use as those affect such industries and the capacity of the United 
States to meet national security requirements. 

*““(d) A report shall be made and published upon the disposition of each request 
application, or motion under subsection (b). The Director shall publish pro- 
cedural regulations to give effect to the authority conferred on him by subseec- 
tion (b). 

‘“(e) The Director, with the advice and consultation of other appropriate De- 
partments and Agencies and with the approval of the President, shall by February 
1, 1959, submit to the Congress a report on the administration of this section. 
In preparing such a report, an analysis should be made of the nature of projected 
national defense requirements, the character of emergencies that may give rise to 
such requirements, the manner in which the capacity of the economy to satisfy 
such requirements can be judged, the alternative means of assuring such capacity 
and related matters.” 

(b) The amendment made by subsection (a) shall not affect any action taken or 
determinations made before the date of the enactment of this Act. 

Src. 9. (a) Subsection (a) of section 333 of the Tariff Act of 1930 (19 U. 8, ¢, 
sec. 1333 (a)) is amended to read as follows: 

“(a) AuTHority To Ostain INFoRMATION.—For the purposes of carrying out 
its functions and duties in connection with any investigation authorized by law, 
the commission or its duly authorized agent or agents (1) shall have access to and 
the right to copy any document, paper, or record, pertinent to the subject matter 
under investigation, in the possession of any person, firm, copartnership, corpora- 
tion, or association engaged in the production, importation, or distribution of any 
article under investigation, (2) may summon witnesses, take testimony, and ad- 
minister oaths, (3) may require any person, firm, copartnership, corporation, of 
association to produce books or papers relating to any matter pertaining to such 
investigation, and (4) may require any person, firm, copartnership, corporation, 
or association to furnish in writing, in such detail and in such form as the com- 
mission may prescribe, information in their possession pertaining to such investi- 
gation. Any member of the commission may sign subpenas, and members and 
agents of the commission, when authorized by the commission, may administer 
oaths and affirmations, examine witnesses, take testimony, and receive evidence.” 

(b) Subsection (d) of section 333 of the Tariff Act of 1930 (19 U. S. C., see. 
1333 (d)) is amended by striking out “under Part II of this title”? and inserting 
in lieu thereof ‘‘before the commission”’. 
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(c) (1) Subsection (a) of section 336 of the Tariff Act of 1930 (19 U.S. C., see. 
1336 (a)) is amended by striking out the third sentence thereof. The first sen- 
tence of subsection (c) of section 337 of the Tariff Act of 1930 (19 U. 8S. C., see. 
1337 (c)) is amended by striking out “under and in accordance with such rules as it 
may promulgate’”’. : 

(2) Part II of title III of the Tariff Act of 1930 (19 U. 8. C., sec. 1330, et seq.) is 
amended by inserting after section 334 the following new section: 

EC, 335. RULES AND REGULATIONS. 

“The commission is authorized to adopt such reasonable procedures and rules 
gnd regulations as it deems necessary to carry out its functions and duties.”’ 

Sec. 10. The enactment of this Act shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the executive agreement 
jnown as the General Agreement on Tariffs and Trade. 

Passed the House of Representatives June 11, 1958. 

Attest: 

RautpeH R. Roserrts, Clerk. 

The CuarrMAN. We are very happy to have the distinguished 
Secretary of State as our first witness today. Mr. Dulles, you may 


ed, sir, to make your statement. 
proceed, sir, 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE 


Secretary Duties. Mr. Chairman and members of the committee, 
4months ago I spoke before the House Ways and Means Committee 
insupport of the President’s proposal to extend and strengthen the 
Trade Agreements Act. 

I now direct myself to the bill which has come to this committee 
fom the House of Representatives. That bill represents some 
alteration of the bill as originally introduced. The changes, however, 
are acceptable to the Executive and H. R. 12591 as received in the 
Senate has my full support. 

The Secretary of Commerce will speak to you about the compelling 
reasons of domestic economic policy for strengthening and extending 
the Trade Agreements Act. The Secretary of Labor and the Secretary 
of Agriculture will doubtless present further convincing evidence of 
the importance of the program from the domestic viewpoint. I shall 
direct myself primarily to foreign policy considerations. 

We live in a world which is new in terms of its political structure 
and its economic demands. Twenty countries have won their political 
independence within the last 15 years and this trend is likely to 
continue. 

Seven hundred million people are directly involved in this rapid 
transformation from the long-established system of colonialism. The 
very rapidity with which this transformation is occurring presents a 
major problem—how to achieve and maintain political stability. 

Mass aspirations follow these new grants of independence. They 
are contagious and spread to other lands. The demands for improved 
lving conditions are insistent. No possible sources of assistance are 
dismissed out of hand. . Present free-world nations may prefer to buy 
and sell within the free world. But if they are frustrated in their 
eforts to do so, they can be expected to direct their search elsewhere. 
_ Although no international wars are being fought today, our security 
8Menaced, not only by the vast Soviet military buildup, but by the 
dforts of International Communism to turn the worldwide changes to 
selfish use as stepping stones to world domination. If we are to com- 











8 TRADE AGREEMENTS ACT EXTENSION 


bat this evil successfully, a better international order must be byilt 
and the United States must be in the forefront of that effort. 

Fortunately for us, the free world is not disunited. It works to. 
gether and provides dispersed power to retaliate against armed aggres. 
sion. Military unity is imperative and must be continually strength. 
ened. But this requires high morale throughout the free world and, 
willing spirit of close cooperation. Such an atmosphere is not created 
and maintained through military cooperation alone. 

Economic security is indispensable to all our allies and friends, Jf 
is essential that their relationship to the United States contribute not 
only to their military security but also to their economic well-being. 

The strategy of Communist imperialism involves the subversion of 
country after country until the United States is isolated and subject 
to economic strangulation. You have heard repeatedly Mr. Khrush. 
chev’s threat of war in the peaceful field of trade and his boast that 
the Soviets will win this war because of the superiority of their system, 
I have said before—and I say again—it would be reckless to treat 
this threat as negligible. 

The Soviet Union is rapidly developing its weapons for waging 
economic warfare against the United States and has achieved an ip- 
dustrial level which enables it to export manufactured goods in increas- 
ing quantity and variety, and to take in exchange large amounts of 
natural products, whether agricultural or mineral, for their own use or 
to dump on free world markets. 

Through pursuing this course, they hope to gain dominance—first 
economically, then politically, in many countries which need an assured 
foreign market. 

Our Government has, by treaty or resolution declared, in effect, 
that the peace and security of the United States would be endangered 
if any of nearly 50 countries were to be conquered by Communist 
imperialism. But, declaring this is not enough. We have to con- 
vince both friend and foe that we will do what is needed to prevent 
the Communist conquest. So we have the policies and actions repre- 
sented by our mutual security program and by the Trade Agreements 
Act. 

Some seem to believe that national policies which aim to assure a 
congenial and friendly world environment are un-American or un- 
patriotic. The fact is that, from our beginning, United States doe- 
trine has proclaimed that our own peace and security are bound up 
inextricably with conditions of freedom elsewhere. Today, that 
doctrine, the doctrine of interdependence, is the cornerstone of free- 
world policy. 

How has trade figured in these developments? During the depres 
sion of the early thirties, many countries tried to restore their econ- 
omies by tariffs, quotas, and currency manipulations. We did those 
things, and did them without regard to the effect upon others who were 
largely dependent on international trade. 

Bui the domestic relief we expected did not come. And by 1934 
the decline in world trade brought to power, in several countries, 
leaders so nationalistic and aggressive as to constitute a major cause 
of World War IT. 

They sought to expand their national domains at the expense of 
weaker neighbors on the ground that they could not assure their 
people a living standard by normal methods of peaceful trade. The 
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price we all paid in World War IT will, I hope, help us to avoid such 
shortsighted action in the future. 

So far as the free world is concerned, the trend since that war has, 
fortunately, been in the other direction. In this movement to liberal- 
ize trade, the United States has been an indispensable leader. Our 
Trade Agreements Act, first enacted in 1934, and since extended 10 
times, has reflected our desire and purpose to promote the mutually 
advantageous expansion of world trade. 

Some elements of United States industry try to improve their 
competitive position by implying that any competition from abroad, 
merely because it is foreign, should for that reason be barred. This 
viewpoint, I repeat, cannot be accepted as United States policy with- 
out endangering our whole Nation. This is not to say there are no 
cases where foreign competition should be restrained. ‘There is a wide 
range of such cases, and protection is, in fact, accorded. 

It is true, however, that any general disposition to exclude foreign 
goods simply because they are competitive would gravely disrupt 
economic, political, and spiritual relationships which are required 
for our own welfare and for the defense of our peace and freedom. 

You may ask: What is the proper relationship between the progress 
of the trade program and the interests of domestic producers? Let 
me say this: Almost every national policy hurts some and benefits 
others. The form of our taxation, the nature of our defense purchases, 
the location of government operations—all of these and many other 
national policies inevitably tip the scales of competition. Often, and 
certainly in the field of trade, the few who may be hurt, or fear that 
they may be, are more vocal than the many who may gain. That is 
ther right. But the Congress has a duty, that is, to serve the over- 
riding national interest. 

Important as the trade-agreements program has been since its 
inception in 1934 and since World War II, I anticipate a progressively 
more vital role for the program in the future. 

The program is one of our most effective tools for combating the 
emerging Soviet strategy of political-economic penetration into un- 
committed countries through the offer of trade and economic aid, 
Since 1954, economic assistance extended by the Communist bloc 
to countries outside the bloc has amounted to $1% billion. 

Since 1954, the exports of the Communist bloc to the free 1 ations 
have grown 70 percent. In 1957, they amounted to some $3.1 billion. 
Furthermore, the number of bloc trade agreements with the free 
nations has more than tripled in the last 3 years, rising from 49 at 
the end of 1953 to 149 at the end of 1957. From what we know of the 
economic potential of the Communist bloc, there is reason to believe 
that this performance can be greatly augmented within the next 
few years. The state-controlled economy of the Soviets is well suited 
to swift. changes in quantities and destination of exports. The short- 
age of virtually all consumer goods within the Soviet area means that 
additional quantities of a wide variety of imported materials can be 
absorbed with ease. 

The danger of the Soviet economic offensive arises from the fact 
that, to the leaders of Communist imperialism, economic ties are 
merely another means of gaining ultimate political control. If, 
through trade and economic assistance, they can bring free nations 
within their economic orbit, they will have paved the way for political 

27629—58—pt. 1——2 
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victory. Even though responsible leaders in the recipient countries 
also know this, desperation for markets in order to meet the aspirations 
of their people can tempt those governments to gamble their politica] 
independence rather than refuse Communist aid and trade. 

To this challenge, our basic answer is our trade-agreements program, 
coupled with our own aid program. The free world, as a whole, 
certainly offers by far the largest market for the raw materials that 
provide most of the money income of the less developed countries, 
This offer can only be realized, however, so long as the dominant 
free-world trade trend is in the direction of opening markets and ex. 
panding trade to the maximum. 

In Western Europe, we see unfolding a great new movement toward 


economic unity. This is the European Economic Community estab- 
lished by the Treaty of Rome, which entered into force on January 1, 
1958. Through this treaty, six nations on the European continent— 


Belgium, France, the German Federal Republic, Italy, Luxembourg, 
and the Netherlands—have agreed to eliminate all barriers to trade 
among themselves and to act toward others as a single economy. 

They will form a single common market of 170 million customers 
with a total import trade which, last year, was larger than that of the 
United States. 

This new market will, in time, have a single uniform tariff and a 
common trade policy which it will apply to imports from the United 
States and other countries of the free world. 

This development has been encouraged by the United States, both 
the Congress and the executive branch, since the early days of the 
Marshall plan. It should now be our policy to cooperate with the 
new Economic Community of Europe to the end that both the United 
States and the European Economic Community will contribute to the 
economic strength and well-being of the free world as a whole. 

The next 5 years will be the critical, formative years of the European 
Economic Community. This is a major reason why it is essential 
that the trade-agreements program be renewed this year for 5 years. 
During this period, long-lasting decisions will be made as the level 
of the European common external tariff and as to the other commercial 
policies which the Community will adopt. 

The best opportunity we will have to negotiate with the Commu- 
nity the tariff reductions most advantageous to our export trade will 
be before the new tariff becomes firmly established. We would seek 
to negotiate tariffs lower than those to which the countries comprising 
the European Economic Community are presently committed. 

The procedure and timetable which its members contemplate for 
the establishment of the Common Market illustrate the need for 
extending our program for not less than 5 years. 

The first step in reducing internal tariffs, within the Common 
Market, will be taken next January 1, when internal duties are to be 
reduced by 10 percent from their present levels. Thereafter, there 
will be progressive reductions until internal tariffs are completely 
eliminated by the end of 1972. These reductions are important to 
us because, after the first of next year, goods produced within the 
Common Market will have a steadily increasing advantage within 
the Common Market area over American and other free-world goods. 

With respect to external tariffs, the plan is this: The European 
Economic Community has informed us that they expect to have their 
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roposed, or target, tariff (which they are now negotiating among 
themselves) available for examination by us and others about the 
end of 1959. 

The objective of this examination will be to ascertain whether the 
target tariff accords with the obligations which the common-market 
countries have previously assumed under the General Agreement on 
Tariffs and Trade. In this context, we shall want to be satisfied that 
the target external tariff is not no the whole higher, nor more restrictive 
than the separate tariff schedules of the six countries now in effect. 

We shall also look at the individual items to be certain that the 
commitments which others have made to us are maintained. 

After we have completed this examination, we will have to prepare 
the United States position for negotiations and choose the items on 
which we might be willing to consider tariff concessions. This will 
include peril-point investigations by the Tariff Commission. 

This whole process will take at least 18 months from the date on 
which we receive the target tariff. This timetable makes clear that 
under the best of circumstances negotiations with the European 
Economic Community cannot begin until 3 years from now. The nego- 
tiations themselves would take at least a year, bringing us at least to 
mid-1962. It is only prudent to allow another year for slippages. 

Finally, other countries will not be willing to make the complex 
preparations for these negotiations unless they are sure that the United 
States Government has authority to see them through to completion. 
For all these reasons the full 5-year extension is a necessity. 

Another point I wish to make is this. Our trade agreements pro- 
gram has been accepted in this country now for 24 years. I think 
it is clear that the program has been successful and has benefited this 
country greatly. I believe that most people in this country look 
upon the program as continuing and permanent. It would be, to my 
mind, unthinkable to discontinue it. 

On each of the 10 times that the Trade Agreements Act has come 
before the United States Congress for renewal, there has been a period 
of uneasiness and concern among out friends throughout the free 
world. Because the United States is the ranking supplier or consumer 
of so many commodities, its trade policy is a matter of vital interest 
to the overall economy of many countries. The question of whether 
the United States is going to continue to buy a given country’s prod- 
ucts so as to enable that country to accumulate dollar exchange with 
which to buy needed supplies for the well-being of its own people is 
often nearly a life-and-death proposition. 

For one reason or another people abroad have acquired the im- 
pression that trade restrictionist sentiment is growing in the United 
States. Whether this impression is correct or not—and the recent 
passage of this renewal bill in the House would certainly indicate the 
contrary—the belief injects an element of instability and danger into 
the future which is not conducive to cooperation or to our national 
security. 

Why then should we insist upon the reargumentation of its merits 
every 3 years or oftener and lead our friends abroad to fear we may 
suddenly reverse our trade policy. The Trade Agreements Act has 
become a symbol around which other free world countries develop 
their trade policies and make their plans. Greater stability in our 
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program will certainly mean greater stability in their programs 
Can there be any doubt that such stability would benefit us all? 

This stabilizing of our basic policy would not of course mean freezin 
our procedures; if during the 5-vear period experience shows the Stet 
for improvements in the legislation, this can of course be accomplished. 

Mr. Chairman, a few days ago (June 6, 1958) I made a statement 
to the Foreign Relations Committee dealing with the basic aspects of 
our foreign policy. In the course of that presentation I made a state. 
ment about world trade which I should like to repeat here today; 

The world of today requires better economic health than was toler- 
able in past times. 

International trade is more than ever important. Our own foreign 
trade is now approximately $32.4 billion a year and provides employ- 
ment to 4% million of our farmers and workers. International trade is 
even more vital to the economic life of many other free-world countries, 

A principal instrumentality and the outstanding symbol of our 
attitude to international trade is our Trade Agreements Act. The 
principle of the act was first adopted in 1934, and 10 times the Con- 

ess acted to renew it. Any failure now to renew it would be a graye 

low to the world’s economy, including our own, and it could be fatal 
to security. 

Mr. Chairman, that is a blunt statement. But to put it less bluntly 
would in my opinion fail to portray the immense importance to the 
United States of the legislation now before us. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Secretary. 

The Chair recognizes Senator Kerr. 

Senator Kerr. Mr. Secretary, | am quite interested in your state- 
ment. I know you speak from a sense of deep conviction. There are 
differences between us with reference to this matter or certain phases 
of it, and I am sure you will recognize, as do I, that they do not spring 
from a divergent viewpoint with reference to the imperative necessity 
for doing the best for the welfare of our country, but only from a 
different viewpoint as to how best to reach that objective. 

In your statement, referring, I believe, to the development, as you 
call it, of the common market of the 170-million citizens of Belgium, 
France, the German Federal Republic, Italy, Luxembourg, and the 
Netherlands, you call that the common market? 

Secretary Dutuxs. Yes, sir, 1 did——— 

Senator Kerr. How did you call that? 

Secretary Duties. I called it by what is technically its correet-—— 

Senator Kerr. You mean economic community? 

Secretary Duties. Yes. It is popularly known as the common 
market. 

Senator Kerr. You say they are going to try to reach an agree- 
ment as to what tariff will be charged on items imported to any part 
of that European Economic Community? 

Secretary anaete. Yes, sir. 

Senator Kerr (reading): 


This whole process will take at least 18 months from the date which we receive 
the target tariff— 


and then you say: 


This timetable makes clear that under the best of circumstances negotiations 
with the European Economic Community cannot begin until 3 years from now. 
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Congress will still be here, won’t it? 

Secretary Duuuzs. Yes, sir. 

Senator Kerr. You were speaking here of what you regard as the 
necessity for a 5-year extension? 

Secretary Duties. Yes, sir. 

Senator Kerr. Actually from your statement it seems to me that 
it would be a minimum of 3 years before the negotiations you refer 
to as a future necessity will even start? 

Secretary Duties. Yes, sir. 

Senator Kerr. So that if Congress saw fit to renew this act for 2 
years and then had the matter before it, it would still be a year from 
that time before we can even, as you say, under the best of circum- 
stances, begin to negotiate with the European Economic Community, 
would it not? 

Secretary Duuuss. Yes, sir. 

Senator Kerr. I] have a concern as you do and as you have ex- 
pressed it very eloquently here, as to the uneasiness that might be 
developed in the minds of our friends. You think that is important, 
don’t you? 

Secretary Duuuzs. I do. 

Senator Kerr. Do you regard the mental attitude of the American 
people with equal regard? 

Secretary Dutuss. Yes, sir. 

Senator Kerr. Is it not just as necessary for us to operate this 
program, to develop it and to maintain it on a basis that will reinforce 
the confidence of the American people as it is that we operate it on 
the basis so as not to impair, but on the other hand, reinforce the 
confidence of our friends? 

Secretary Duss. Yes, sir. 

Senator Kerr. You make the statement that— 
for one reason or another people abroad have acquired the impression that trade 
restrictionist sentiment is growing in the United States. 

And then you give as an evidence that that is an incorrect im- 
pression, the recent action of the House. 

Are you not aware that there is a growing or increasing amount of 
restrictionist sentiment in the United States on this matter? 

Secretary Duties. No, sir. I do not think that there is. I am 
told that this year for the first time the witnesses before the House 
committee in favor of this renewal were many more than those who 
opposed it, and represented far more extensive than those whe opposed 
it, 

_ I think that there is no question, Senator, but what the overwhelm- 
ing view of the American people is that the interests of the United 
States are going to be served by this extension. 

Senator Kerr. Do you think that the men in the Congress had an 
equal opportunity with you to know what the sentiment of the 
American people is? 

Secretary Duties. Yes, sir. 

Senator Kerr. Well, I do not pretend to be an expert on that, nor 
do I pretend to have much knowledge about it beyond the borders of 
the State of Oklahoma; but I say this to you quite frankly, that there 
is More sentiment against this program in Oklahoma today than there 
has ever been, and I would be quite surprised if that originated in and 
terminated at the geographical boundaries of the State of Oklahoma. 
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Secretary Duties. Certainly I would not set myself up to contest 
with you the public opinion in Oklahoma. 


Senator Kerr. I am not going to pretend to put myself up againgt | 


you in gaging the sentiment of the United States because in the Jags 
two national elections you and your boys demonstrated that you had 
it more accurately gaged than I did, but I would be quite surprised if 
what I see so much of in Oklahoma would not find its counterpart 
across the Nation. 

The thing I say that for is this: I think it is just as important that 
this program be operated so as to win and keep the support and the 
confidence of the people of the United States as it is to operate it go 
as to win and keep the confidence of the people in the friendly coun. 
tries with whom we are seeking to develop closer and more worthy 
relationships. 

Secretary Duties. Let me say, Senator, on that point, that the 
policies reflected by this act are supported by the Department of State, 
not because of the fact that they give pleasure to others; they are 
supported because we believe that they serve the best interests of 
the United States. 

Senator Kerr. I am convinced you mean that. 

Secretary Duties. We try to run our foreign policy, Senator, for 
one purpose alone, and that is to promote the interests and welfare of 
the American people. 

Now obviously, I think, those interests and welfare cannot be 
promoted if you disregard our relations with others. So—— 

Senator Kerr. Did you ever hear of the general who got so far 
ahead of his troops when he was ready to win his victory he did not 
have anything to win it with? 

Secretary Duuuzs. Yes, sir. 

Senator Kurr. I mean you have got to maneuver from the position 
of the support of your own people, haven’t you? 

Secretary Duutuzs. Yes, sir, and you have also got to give—— 

Senator Kerr. You boys who get these jobs appointively do not 
have as keen an awareness of that as we who get them electively. 

Secretary Duties. I am quite aware of that, but I am also aware 
of the fact that our constitutional processes put upon the President 
who does get his job electively and did get it as you pointed out bya 
pretty big vote 

Senator Kerr. Yes. 

Secretary Duties. It gives him the primary responsibility for the 
conduct of foreign policy, and it is his judgment that this is impera- 
tively required for the welfare of the United States. 

Senator Kerr. Where does that Constitution put the responsibility 
for the conduct of trade and commerce? And the regulation of trade 
and commerce? 

Secretary Duties. That puts it on the Congress and the President. 

Senator Kerr. Well, now, would you read me the part of it that 
puts it on the President? 

Just while we are sitting here in such a friendly mood. 

Secretary Duties. Would I point out to you-— 

Senator Kerr. Yes, Mr. Secretary. 

Secretary Duuues. Yes, sir. 

Senator Kerr. Where is it? 

Do you happen to have it there? 
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Secretary Duuues. Yes, sir; because he has the power to veto 
congressional legislation. 

Te crease cannot act without regard to the President’s influence 
upon its legislation. a: 

Senator Kerr. Well, that is quite true, but the Constitution gives 
them the power to enact legislation and then pass it over his veto, 
does it. not? 

Secretary Dutuzs. Yes, sir. But that does not mean that his veto 
js a negligible factor. 

Senator Kerr. No, it does not. But it is quite plain that it is 
not the determining factor. 

Secretary Duuues. It often is. It depends upon the circumstances. 

Senator Kerr. But under the Constitution it is not. 

Secretary Duuues. It is not. Under the Constitution it can be 
overridden. It rarely is. 

Senator Kerr. As a practical matter, it can deter, but he cannot, 
by the veto, inaugurate a program, can he? 

Secretary Duties. No, sir. 

Senator Kerr. I know what it is, but I do not want to humiliate 
the Secretary by insisting again that he read it. 

It is that very provision in the Constitution that leads me to ask 
you some questions about section 6 of this bill. 

I wish you would just explain to me in simple language the purpose 
and the significance, as you see it, of section 6. 

It is on page 9 of the bill. 

If you look at the report, Mr. Secretary, on page 28 of the House 
Ways and Means Committee report, it attempts to summarize the 
significance, I think, and the purpose of section 6, but I am sure that 
just a glance at it will refresh your memory to where you will be able 
to tell us what it is for. 

Secretary Duties. Well, that is the section, I think, that you are 
referring to, which deals with the power of the Congress by a two- 
thirds vote, to adopt in effect the findings of the Tariff Commission 
even though not approved by the President. 

Senator Kerr. Do you think it is necessary for Congress to have 
this power? 

Secretary Duties. We did not think it was necessary because it 
was not in the original bill that was proposed. But it is acceptable 
to the administration that Congress should have that power. 

Senator Kerr. You think it is necessary to have that section to 
safeguard the power of the Congress to accomplish the objective set 
forth in that section? 

Secretary Duuuss. It, I think, facilitates action by the Congress 
to a greater degree than if it was not there, yes. 

Senator Kerr. In other words, you think Congress can pass a law 
which increases its own power under the Constitution? 

Secretary Duties. Are you raising the question of the constitu- 
tionality of this clause? 

Senator Kerr. Oh, no; we are operating under the Constitution and 
Task you if you thought that Congress could, by legislative enactment 
increase the powers that it has under the Constitution? 

Secretary Duties. Well, I believe the Attorney General has given 
an opinion that he thinks—— 

Senator Kerr. You are a great lawyer yourself. 
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You do not need to hide behind the Attorney General. I am just 
little lawyer, I would not. 

Secretary Dunixs. I appreciate the compliment of being a great 
lawyer. I would put it in the past tense. I was a great lawyer but 
I have given up the practice of law. 

Senator Kerr. I want to tell you, you are the first man I evep 
thought would intimate and you are the last man I would designate 
as a has-been. 

Secretary Duties. But I think you would admit, Senator, that Iam 
not engaged in the practice of law at the present time, and I do jn 
these matters rely upon the opinion of the Attorney General. 

Senator Kerr. Are you telling me you have no opinion or you do 
not want to give me the benefit of it? 

Secretary Duis. I would say to you, I have not made any inde. 
pendent investigation of my own as to the constitutionality—— 

Senator Kerr. At the time when you were a great lawyer (laughter), 
was it your opinion that Congress could by legislative enactment in- 
crease the power that it had under the Constitution? 

Secretary Dutuss. I do not think that Congress can by legislation 
gain powers not vested in it by the Constitution, no. 

Senator Kerr. Do you think on the other hand, that Congress can, 
by its legislative action, deprive itself of a power and a responsibility 
placed upon it by the Constitution? 

Secretary Duis. No. 

Senator Kerr. Then, as I understand section 6, it refers to pro- 
cedure in connection with matters investigated and reported upon by 
the Tariff Commission; is that correct? 

Secretary Duuuzs. Yes, sir. 

Senator Kerr. It says: 

The action so found and reported by the Commission to be necessary shall take 
effect (as provided in the first sentence, paragraph (1), or in paragraph (3), as the 
case may be)— 

(A) if approved by the President— 

I am reading now from the bill. 

Secretary Duuuss. Yes. 

Senator Kerr (reading): 

or, 

(B) if disapproved by the President in whole or in part, upon the adoption by 
both Houses of the Congress (within the sixty-day period following the date on 
which the report referred to in the second sentence of paragraph (1) is submitted 
to such committees), by the yeas and nays by a two-thirds vote of each House, of 
a concurrent resolution stating in effect that the Senate and House of Representa- 
tives approve the action so found and reported by the Commission to be necessary, 

That is the Tariff Commission, is it not? 

Secretary Duutuzs. Yes, sir. 

Senator Kerr. If you entered into a trade agreement, Mr. 
Secretary, do you think Congress could pass a law which voided it? 

Secretary Dutuzs. Yes, sir. Assuming it was-—— 

Senator Kerr. If they passed that law and it was vetoed by the 
President and they came back and passed it over his veto by a two- 
thirds vote it would be just as effective as if he signed it? 

Secretary Duuuszs. Yes, sir. 

Senator Kerr. Well, isn’t that all that section 6 provides? 

Secretary Duixs. It gives, I would say, a privileged status to that 
type of legislation; yes, sir. 
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Senator Kerr. You think that if Congress has it under the Constitu- 
tion it needs section 6 to give it to it? 

Secretary Duuuxs. I think that the procedures, the congressional 
procedures that are envisaged by 

Senator Kerr. Aren’t there congressional procedures now for the 
enactment of legislation? 

Secretary Duties. Yes; but they do not have this 

Senator Kerr. Do you think that this section can impair them? 

Secretary Du.uxs. No. 

Senator Kerr. I do not either. I do not think it can enlarge upon 


em. 

Secretary Duuuxs. It can, I think, Senator, give a privileged status 
to certain types of legislation. 

Senator Kmrr. Well, how do you mean now, Mr. Secretary? 

It looks to me like it attempts to limit the procedural functioning 
of the Congress, because it says— 
upon the adoption by both Houses of the Congress within the sixty-day period 
following the date on which the report referred to in the second sentence of para- 
gaph (1) is submitted to these committees. 

Secretary Duties. Excuse me, Senator, I was interrupted. 

Senator Kerr. I say it looks to me like, if it were effective, it might 
impair the functional operations of the Congress. 

cretary Dutuxrs. This does not take away any power of the 
Congress to act in normal processes of passing legislation. 

Senator Kerr. But for them to get relief under this section they 
would have to do it within 60 days? 

Secretary Duties. But they could do it after 60 days. 

Senator Kerr. Without this? 

Secretary Duuuns. Yes, sir. 

Senator Kerr. And they could do it within 60 days without this 
if they wanted to? 

Secretary Duties. Yes, sir; but there is a difference in the pro- 
cedure. 

Senator Kerr. What is the difference? 

Seeretary Duties. Because if you act without this procedure, you 
would have to pass the legislation, it would go to the President. It 
would, let us assume, be vetoed by the President, and have to come 
back again and be repassed. This cuts short—— 

Senator Kerr. This is an act already vetoed by the President. 

Secretary Duties. No, sir. 

Senator Kerr. Oh, yes, he has disapproved the report of the con- 
gressional agencies. 

Secretary Duties. That is true, but he has not vetoed an act of 
Congress. 

Senator Kerr. That is true, but you fix it here so that it would be 
as difficult for Congress to change the President’s decision with ref- 
erence to an action by the Tariff Commission as it is for Congress to 
implement its own legislation if vetoed by the President? 

cretary Duturs. This is not exclusive procedure, Senator. You 
tan use any other procedures that you have. 

Senator Kerr. Well—— 

Secretary Dutuss. If you do not find this an added advantage in 
giving this privileged status to your legislation you can do it another 
way. 
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You can take it away 

Senator Kerr. That is the question I was raising, it neither giyes 
nor takes. The Bible says “The Lord giveth and the Lord taketh 
away.” 

I tio not think so far as this legislation is concerned, it does either 
do you? 

Secretary Duties. Well, I do not read the mind of the Lord in this 
respect. [Laughter.] 

Senator Kerr. No, but you can read this act. 

Secretary Duties. But you are quoting the Lord. [Laughter,] 

Senator Kerr. No; I was quoting the Bible. [Laughter.] That 
was a statement about the Lord, not by Him. [Laughter.] As sig- 
nificant as I think the quoter is. 

Would you tell us, Mr. Secretary, as a matter of information how 
many reciprocal trade agreements are now in existence under this 
legislation? 

Secretary Duties. There are 37 adherents to the general agree 
ment. 

Senator Kerr. In order for that to be informative to me, you will 
have to explain it. 

Secretary Duties. Well, there is a general agreement of a multi- 
lateral character negotiated which gives equal status to all of the 
participants, and that is 

Senator Kerr. Are you talking about GATT? 

Secretary Duties. The General Agreement on Tariffs and Trade, 

Senator Kerr. That is what we more or less uninformed call GATT, 
is it not? 

Secretary Duties. Well, I would not say you were uninformed, 

Senator Kerr. You have heard it referred to as that? 

Secretary Duties. Well, I have never been there, I have seen it, I 
have never put my hands onit. I have just heard it called the General 
Agreement on Tariffs and Trade. 

Senator Kerr. We call it GATT and we Democrats have a leaning 
toward alphabetical designations. 

Secretary Dutuzs. Yes; I understand it. 

Senator Kerr. And I must say you boys have picked it up and done 
pretty well with it. 

But what I would like to know is how many trade agreements this 
Nation is signatory to. 

That is a good word, isn’t it? 

Secretary Dutuzs. All right. We are signatory to, I would say, 
approximately 7 or 8, of which 1 is a multilateral agreement and the 
others are bilateral agreements. 

Senator Kerr. Well, if there are just 7 or 8, there are not too many 
of either. If the total is 7 or 8. 

Senator ANDERSON. But 34 in one. 

Senator Kerr. That is what I am trying to find out. 

Secretary Duuuss. I tried to put it that way, Senator. 

Senator Kerr. Tell me this: How many nations do we operate 
with on the basis of trade agreements? 

Secretary Duties. Well, forty odd. 

Senator Kerr. Forty odd? 

Secretary Duuuzs. Yes, sir. 

Senator Kerr. When were they made, generally what is the date? 
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Secretary Duties. The basic agreement was made in 1947. 

Senator Kerr. Well, now this act was first passed in 1934, was it 
not? 

Secretary Duties. Yes, there was another agreement 

Senator Kerr. Weren’t there a number of agreements negotiated 
under that authority? 

Secretary Dutuzs. Yes, sir. 

Senator Kerr. Have they been renegotiated? 

Secretary Duties. They have been transmuted, you might say. 

Senator Kerr. You mean kind of renewed and renegotiated maybe, 
in a different form but extended in principle? 

Secretary Dutuss. Yes, sir. 

Senator Kerr. Well, now, what is the duration of those agree- 
ments? 

When do they expire? 

Secretary Duties. They do not have any fixed termination date. 

Senator Kerr. They have to be, on the basis of the content of the 
language, for some period of time? 

Secretary Dutuirs. They have indefinite duration but also they 
are subject to termination in various events. 

They can be denounced. 

Senator Kerr. Have you told me that when a contract or trade 
agreement is made it stays in effect until positive action terminating 
it has been taken by one or both parties? 

Secretary Dues. Yes, sir. 

Senator Kerr. And under what conditions can it be terminated 
and by whom? 

Secretary Duties. They can be terminated by either party on 6 
months’ notice. 

Senator Kerr. Any agreement that we have? 

Secretary Duties. Yes, sir. 

Senator Kerr. So that if Congress saw fit not to extend this legisla- 
tion, we would have these forty-odd agreements which would stay 
in effect until one of the nations under the terms of the contract gave 
the 6-month notice and terminated it? 

Secretary Duties. Yes, sir. 

Senator Kerr. What is referred to when you use the term “most- 
favored-nation clauses’’? 

Secretary Dutixes. That a nation is entitled to get the same trade 
benefits that are extended to any other nation. 

Senator Kerr. We had agreements that were called most-favored- 
nation agreements or agreements in which there were favored-nation 
clauses long before we had the reciprocal trade agreement, didn’t we? 

Secretary Duuuzs. Yes. 

Senator Kerr. And under those agreements, one or more, any or 
all, we make an agreement, say, with Mexico whereby we get certain 
concessions and they get certain concessions from us, and in addition 
to those specified, we put in a clause that trade concessions in any 
agreement we make with any other nation are automatically available 
to Mexico. 

Is that a valid example of the operation of such an agreement? 

Secretary Dulles. Yes, that is roughly accurate; yes, sir. 

Senator Kerr. Now we had a trade agreement with Mexico, didn’t 
we, Mr. Secretary, some time in the past? 





20 TRADE.AGREEMENTS ACT EXTENSION 


Secretary Dulles. Yes. 

Senator Kerr. Do we have one now? 

Secretary Dutuxs. No, we do not, I understand. 

Senator Kerr. How did that come about that we no longer hay 
one? 

Secretary Duties. It was terminated by joint agreement with th 
Mexicans. 

Senator Kerr. It was terminated by Mexico and thereby we log 
all concessions that we had obtained when we entered into th 
agreement? 

Secretary Duns. Yes, sir. 

Senator Kerr. Well, did we have and do we have in existence g 
favored-nation agreement with Mexico? 

Secretary Dutuszs. I think not. 

Senator Kerr. Other than that trade agreement? 

Secretary Duties. No, sir. We have none. 

Senator Kerr. Is there any nation with whom we have had both 
a favored-nation agreement and a trade agreement with reference to 
which the trade agreement has expired and the favored-nation agree. 
ment is still in effect? 

Secretary Dutuss. I do not know of any. 

Senator Kerr. Are you in a position to say there is none? 

Secretary Dutuxs. No, I am not, because I cannot keep track of 
all these things. 

Senator Kerr. I know you cannot. [| know you can’t. I am just 
seeking information. 

Secretary Dues. I think I would have to ask you for the privilege 
of supplementing my testimony after I can check with some of my 
experts on that point. 

Senator Kerr. All right. If you want to check I would be happy 
to have you recheck the matter of the continued existence of our 
favored nation agreement with Mexico. 

It was not executed simultaneously with the trade agreement; was 
it? 

Secretary Duties. I don’t know. 

Senator Kerr. Does your pretty fair source of information there 
know? 

Mr. Merzarer. We do not have a MFN commitment for Mexico. 

The Cuarrman. Will you identify yourself? 

Mr. Merzcer. My name is Metzger, Stanley D. Metzger. 

We do not have a most-favored-nation treaty commitment or 
trade agreement with Mexico. 

Senator Kerr. Isn’t it a fact Mexico has the right of trading with 
us as any other nation? 

Mr. Merzerr. Yes, sir, because the act requires it. 

Senator Kerr. What act? 

Mr. Merzcer. The Trade Agreements Act. 

Senator Kerr. You mean this that we are about to extend? 

Mr. Merzeer. Right. 

Senator Kerr. Which requires us to give to any nation any com 
cession we give to any other nation? 

Mr. Merzarer. That is correct. Except for the Iron Curtain 
countries and a couple of other exceptions which are not applicable 
to-——— 
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Senator Kerr. Why do you need anything else in the act? 
If when you make an agreement with one nation every other nation 
outside the Iron Curtain gets the benefit of the concession that you 
have made to that one nation, why would not that one agreement be 
all you would need? 

Secretary Duties. That does not give us any authority, Senator, 
to negotiate on the topic of tariffs and to get concessions for ourselves. 

Senator Kerr. If you automatically give them the concession by 
that agreement, what have you got left to negotiate about? 

Secretary Duties. Because without the authority of this act we 
have no authority to trade 

Senator Kerr. I am talking about the negotiation. 

If under the act, there is a provision in this act which makes it 
mandatory for you to give to all the concessions you have given to 


any——. 

star Duuues. Yes. 

Senator Kerr (continuing). What do you have left to negotiate 
for after having made one agreement? 

Secretary Duties. Because we take into account when we negotiate 
an agreement, we take into account all of these factors that you refer 





We do not blindly negotiate a reduction with one country without 
taking into account the consequences of that in respect to other 
countries. 

Senator Kerr. Would yoy not be better off if you negotiated a 
bilateral contract? 

Secretary Duties. I definitely say not, Senator. 

Now we operated for a good many years on the basis of negotiating 
bilateral agreements that only had bilateral effects. 

Senator Kerr. You mean that was a- 

Secretary Duties. That is prior to the initiation 

Senator Kerr. That was the contract just between us and one other 
nation? 

Secretary Duturs. That is right. 

Senator Kerr. Now, when did you change the pattern? 

Secretary Duties. Well, it was basically under Secretary Hull and 
his concept that we shifted to the basis of multilateral agreements 
and giving everybody an equal deal. 

We found when we tried to operate on the basis of inequalities 
between countries it caused very great difficulties. 

Senator Kerr. I thought the basis of this was the negotiation of 
an agreement whereby we got something when we gave something? 

Secretary Duties. That is quite correct. 

Senator Kerr. Well, if by giving to one we become the donor to 
all, then what have we got left when we go over and sit down at the 
table with the other one? 

Secretary Duties. We take all those things into account, Senator; 
before we become a donor of one, we figure the consequences of be- 
coming a donor to him, and we figure on getting back an equivalent 
of equal value. 

Senator Kerr. And that does not impair your bargaining position? 

Secretary Duties. No, sir. 

Senator Kerr. I will tell you right now, if you give away all you 
have got what have you got left to operate on? 
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Secretary Duties. We do not give away all we have got. 

Are you aware, Senator, that of the authority to reduce which was 
given us by the present law we have only used a very, very small 
‘percentage of it? 

This is not a giveaway program. 

Senator Kerr. I did not know, and I do not mind admitting my 
ignorance. 

I did not know this act had a provision in it that if you made, 
concession to one nation that automatically that concession was 
mandatory to every other nation signatory to a trade agreement with 
us, but you have told me that is in the law. 

Secretary Duties. Yes, sir. We have been operating here gine 
1934, which is 24 years. 

Senator Kerr. Yes, but you and I were not here then, you gee, 
I am talking about if that provision is in the law, one of your boys 
could show it to us; could he not? : 

Secretary Duties. Yes. 

Senator Kerr. Well, let them do it. 

Secretary Duties. As I say, the whole essence of this legislation 
which has been in force since 1934 is that with certain exceptions 
which are fixed by Congress in relation now, for example, to the Soviet 
bloc of countries, we treat all friendly countries alike. 

Now, Senator Kerr, that has been basic in this legislation for 24 
years. 

Senator Kerr. Has it been basic in the administration or is it 
mandatory in the legislation? 

Secretary Dutuss. It is mandatory in the language. 

Senator Kerr. Well, let’s just hold this up until we get that 
language. 

What page are you on? 

Secretary Duties. Well, I guess I have not got the same print 
here 

Senator Kerr. I have the same thing. 

Secretary Duties. Yes, sir; that is at the bottom of page 3. 
[Reading :] 


Subject to the provisions of section 5 of the Trade Agreements Extension Act— 





and that is what relates to the Soviet and Iron Curtain countries— 


duties and other import restrictions proclaimed pursuant to this section shall apply 
to articles of growth, produce, and manufacture of all foreign countries, whether 
imported directly or indirectly— 

and that has been there. 

Senator Kerr. Well, is it provided there? 

Secretary DuuuEs (reading): 

Provided the President shall, as soon as practicable, suspend the application t 
articles of growth, produce, or manufacture of any country because of its dis 
criminatory treatment or because of other acts or policies which, in his opinion, 
tend to defeat the purpose of this section. 

Senator Kerr (reading): 

Subject to the provisions of section 5, duties and other import restrictions pro- 
claimed pursuant to this section shall apply to articles of growth, produce, and 
manufacture of all foreign countries, whether imported directly or indirectly— 
and your interpretation is that that language makes it mandatory 
upon you when you negotiate an agreement with one nation to make 
the concession given available to all nations? 
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Secretary Duties. Subject to these qualifications. 

Senator Kerr. Yes. When was that first enacted, that principle? 

Secretary Duties. That principle was first enacted in 1934. 

Senator Kerr. Was that language in the original act? 

Secretary Duuuzs. I believe so; yes, sir. That has been the heart 
of what has been called the Hull foreign-trade program for 24 years, 
Senator. 

Senator Kerr. Well, now, Mr. Secretary, that is marvelous; you 
are helping me learn something and I hope I can help you learn 
something. 

Secretary Duties. I am sure there is plenty of room for it. 

Senator Kerr. Now that being the case, then, that favored-nation 
principle has been mandatory from the inception of the legislation? 

Secretary Dutuzs. Yes, sir. 

Senator Kerr. That being the case, why is a favored-nation agree- 
ment necessary if it is a mandatory provision of the law? 

You just said that this agreement will be operated in accordance 
with the law and therefore the favored-nation clause is automatically 
a part hereof. 

Secretary Duties. That is one way 

Senator Kerr. That is in effect what it amounts to; is it not? 

Secretary Duuues. Yes, sir. 

Senator Kerr. Well, now, I would like to talk to you a little while 
about an amendment placed in this bill on the floor of the House. 

I believe that that is to be found on page 15 of the bill. Have you 
found the part I am referring to? 

Secretary Duuues. Yes, sir. 

Senator Kerr. I believe that amendment was offered by Mr. 
Ikard, was it not, on the floor of the House? 

Secretary Duties. I think so; yes, sir. 

I think his amendment is contained in subsection (c), which appears 
on page 16 of the print. 

Senator Kerr. | refer to a statement he made about that on the 
floor of the House. 

It is contained in the Congressional Record, page 9654. 

I wonder if you have that available to you. 

Secretary Duties. I think I am familiar with it, Senator, if you 
want to question me about it. 

Senator Kerr (reading): 

Mr. Ikarp. Mr. Chairman, I would like to ask the distinguished chairman— 


and he is talking to Mr. Mills, the chairman of the Ways and Means 
Committee 


two or three questions. 

Is it a fact that the so-called national security section of the committee bill 
has as its purpose providing the executive department with a means of taking 
whatever action is necessary to avoid a threat to our national security through 
imports and to make sure that injury to a particular industry essential to the 
national security will be avoided. 

Mr. Miuus. The answer is “‘Yes.”’ 

Mr. Ixarp. Is it a fact that the national security amendment of the present 
law was amended by the committee as reflected in the committee bill for the 
purpose of improving and facilitating the operation of this provision by providing 
specific criteria and guidelines for use in its administration? 

Mr. Miuus. The answer to that question is “‘ Yes.” 

Mr. Ikarp. The national security section of the committee bill specifies certain 
factors which would govern the Director of the Office of Defense Mobilization and 
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the President in determining whether imports are a threat to national security 
These are stated in the committee bill substantially as follows— " 


and there I believe he quotes section (c) that you have referred to, s9 
I will not quote it again. Then he says: 


I am interested in knowing how these criteria would relate to the problem of 
excessive imports of petroleum and petroleum products. Is it intended thy 
under this provision imports of petroleum and petroleum products be held g 
levels which would permit the domestic industry to engage in a vigorous program 
of exploration at a rate consistent with the demands of our economy? 

Mr. Miuus. This provision is intended to hold imports at a level which yj 
permit the United States to have sufficient oil, known, discovered, and developed, 
as is required to meet our national security needs. 


Do you agree with that answer, Mr. Secretary? 

Secretary Duties. Yes, sir; I do. 

Senator Kerr (reading): 

Mr. Ikarp— 

Secretary Dutuxs. Excuse me, were you directing your question 
to me? 

Senator Kerr. Yes, sir. 

Secretary Duuurs. Yes, sir; I say I do. I call attention to the 
fact that the committee report pointed out that national security 
cannot always be identified with total self-sufficiency because there 
are some respects in which we are inevitably dependent upon some 
near sources, but with that understanding | certainly do agree with 
the answer. 

Senator Kerr (reading) : 

Mr. Ikarpv. Does the committee amendment that will be offered to the national 
security section of the committee biil dealing with investment, exploration, and 
development necessary to assure the proper growth of an industry have any 
significance to the petroleum industry and other extractive industries? 

Mr. Miuts. Yes. This amendment will be offered to the bill for the purpose 
of further clarifying the committee’s intention with respect to the encouraging 


free enterprise, exploration for, and the development of our national resources 
at a rate sufficient to meet the demands of our national security. 


Then he said: 


If drilling and exploration activities do not reach a satisfactory level, then 
under this provision the President or his designate would have the responsibility 
of reevaluating existing programs for the regulation and control of imports to 
see that they meet the requirements of the new standards in the committee bill 


Do you agree with that statement? 
Secretary Dutuzs. Yes, sir. 
Senator Kurr. (Reading): 


Mr. Ixarp. In the case of petroleum, is it intended that if the pending commit: 
tee bill becomes law that a new study and certification would be necessary? 

Mr. Miuus. The answer is “no.” 

I refer the gentleman specifically to the language on page 17, lines 15 to 1), 
which he offered in the committee to guarantee that the answer would be No. 


Do you agree with that statement? 
Secretary Duties. Yes, sir. 
Senator Kerr (reading) : 


Mr. Ixarp. Is it intended that when the imports of a natural resource are con- 
trolled under the provisions of the national security section of the committee 
bill, and with particular reference to petroleum, that such control should take 
into consideration the importation of products, derivatives, or residues of pet- 
roleum so that these products and deritatives could not be imported in a way that 
would cireumvent the control of the imports of the basic natural resource? 

Mr. Miuus. Yes. 
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Do you agree with that answer? 
Secretary Duuuss. Yes, sir. 
Senator Kerr. Then he said clearly: 


When a decision is taken to restrict imports in the interests of national security 
it is our intention that the decision be effective and not rendered ineffective by 
circumvention. 


Do you agree with that? 

Secretary Duuuss. Yes, sir. 

Senator Kerr. You know, it was upon the representation of the 
administration 3 years ago when this present bill was enacted that 
with section 7 in the bill, action would be taken by the administration 
to effectively hold the imports to a basis consistent with the principle 
contained in the language of the bill. 

Many of us, Mr. Secretary, felt that the actions taken by the admin- 
jstration were very late in coming and were inadequate. Is it your 
thought that with the amendment the bill now carries that the Con- 
gress intends action to be taken and that the intent is even more clearly 
expressed than it was in section 7 of the present act? 

Secretary Dutuxs. I think the amendment that you refer to gives 
more precise and more positive guidelines than has been the case 
heretofore. 

Senator Kerr. And maybe in reality places an additional responsi- 
bility on the administration beyond that contained in the language of 
the present law. 

Secretary Duuuss. I think it places a more clear responsibility. I 
think we have sought to discharge our responsibilities. As you know, 
the situation was somewhat abnormal during part of this period as a 
result of the Suez crisis and the sudden shifting of demands and then 
a sudden cessation of demands. 

It has not been easy to deal with. But I am convinced that we are 
trying to deal with it, and that our sense of responsibility in that 
respect will, if anything, be strengthened by the amendment that you 
refer to. 

Senator Kerr. And by the purpose of the administration. 

Secretary Duuuszs. Yes, sir. 

Senator Kerr. I would like to ask you this one further question as 
to products. 

Do you regard this bill, if enacted, to contain language which directs 
the administration to apply the program of restricting imports not 
only to the crude oil but also to all of its products on a basis consistent 
with the principles of the language? 

Secretary Duties. It requires us to watch this situation to see 
whether that is required with respect to not only petroleum but to 
petroleum products. 

Senator Kerr. Now as I understand it, the program has been made 
effective as to all products with about three exceptions. I think the 
three exceptions are residual fuel oil, asphalts and what you call 
bunker fuel that is kept in harbors and is actually not brought into 
the country. It is kept there for the refueling of certain ships, I be- 
live, carry foreign flags. 

Secretary Duties. I think that is correct. 

Senator Kerr. Would you regard this as placing upon you respon- 
sibility to watch even thos? imports to see that not even they were 
permitted to get out of hand? 

27629—58—pt. 13 
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Secretary Dutuzs. Yes, sir. 

Senator Kerr. Mr. Secretary, I thank you very much for your 
testimony. 

I appreciate your frankness and the clearness with which you have 
responded. 

Secretary Duties. Thank you. 

The CuarrMan. Senator Williams. 

Senator WiuuraMs. Mr. Secretary, as I understand it you interpret 
the language of this bill to require the administration to use import 
quotas whenever necessary as regards the petroleum industry, is that 
correct? 

Secretary Duties. Would the Senator repeat his question? 

Senator WiuuiaMs. I was trying to reaffirm what you said. It is 
my understanding that the language of this bill more or less carries 
instructions to the administration to use import quotas on the petro- 
leum industry or products if necessary, at any time, is that correct? 

Secretary Duties. The legislation is not absolutely mandatory in 
that respect, but it certainly 
Senator WixiuiaMs. It would place an obligation upon you to do 
that. 

Senator Kerr. If necessary. 

Secretary Duties. An obligation to do it if necessary, yes. 

Senator WiLuiaMs. My next question is does that language restrict 
you to petroleum products only or is that applicable to all other prod- 
ucts that are produced by American industry? 

Secretary Duuuzs. It is not limited to just petroleum products but 
other extractive goods. 

Senator Witiiams. And you would interpret that same language to 
cover any product produce ‘d in America irrespective of its connection 
with petroleum? 

Secretary DuLuEs. Yes, sir. 

Senator WiuuiaMs. Or anything else? 

Secretary Dutuezs. Yes, sir. 

Senator Wiiu1ams. No other questions. 

The CuarrMAN. Senator Frear. 

Senator Frear. Mr. Secretary, I well remember the few short 
months that we served together in the Senate several years ago, and 
since that time you have gone farther and higher and traveled many 
places around the world, and of course, we are still struggling along 
here. 

Secretary Duties. Senator, can I say that I am not sure that there 
is anything that is much higher than being a Senator, and occasionally 
when some people call me Senator Dulles, I just swell with pride. 

Senator Frear. You know that makes me feel mighty g good. Dur- 
ing the last few months I have had the feeling that I’d w ake up some 
morning to find that the President had delegated the Secretary of 
State to take off from Cape Canaveral for a diplomatic mission to 
the moon. Seriously, I admire your fortitude, Mr. Secretary. 

Secretary Duties. Thank you. 

Senator Frear. In your statement a few moments ago you said, 
“‘We have used only a very small portion of the authority granted by 
Congress.” Why do you think then that you need additional 
authority? 


8 


iat are SET 


TR 5 


eee ae ees 


a 


GRE IRLEDE 


attr TO TN 





r 


e 


O 
8) 





| 


TRADE AGREEMENTS ACT EXTENSION 27 


Secretary Dutuns. The additional authority is required because 
of the fact that if we find an area where it is mutually advantageous 
to reduce, we may have to reduce more in that particular area than 
is now authorized by the law. 

Senator Frear. You mean a greater percentage in a given period of 
time. 

Secretary Duutuss. No, in respect to particular product. You see, 
Senator, we had, I think, for the last 3 years, did we not, 15 percent 
reduction. 

Senator Frear. Yes. 

Secretary Duties. Now it is not possible to have a 15-percent 
reduction across the board basically for two reasons. One is that we 
are stopped by peril points and the other is that we cannot get an 
adequate quid pro quo, so that the points where you can have a nego- 
tiating area are quite restricted. 

If you do find those areas, you may have to cut deeper in that 
particular area than would be authorized by the present authority. 

Senator Frear. I think I understood what you said but I am not 
quite sure that there isn’t in present authority that which you are 
seeking and that which you just said. 

However, I shall take your word for it if you say that you cannot. 
I was under the impression that with certain restrictions, however, 
you could act independently of one country, with one country 
or with one product to a greater degree than if it was 5 percent or @ 
total of 25 percent. 

Secretary Duuuxzs. No. 

As I understand it you cannot cut any one product below the stipu- 
lated percentage, and I should point out of course that the authority 
unless renewed expires on June 30. 

Senator Frear. Yes, sir. 

Then of course that brings up the very simple question would you 
not approve of a simple extension rather than making it permanent? 

Secretary Dutuns. A simple what? 

Senator Frear. Extension. 

Secretary Dutuxs. A simple extension? 

Senator Frear. Yes, extend it for 1, 2, or 3 years instead of the 5. 

Secretary Duuturs. I have given good reasons | think, Senator, 
why we think we do need an extension for more than 1 or 2 years. 

Senator Frear. Yes, and that I gathered was for the permanency 
of the thinking of other countries, not too much on our own thinking, 
because I have always thought that you and the people around you 
were capable of doing the thinking for us and we do not have to have 
that long period to think. But is that really your basis, so that they 
can have a longer period on which to judge and say, “We are not 
going to back out on any agreement within the next 24 hours, or 
anything like that’’? 

Secretary Duties. There is a general reason which I gave and a 
particular reason. 

The general reason is that we feel that this broad policy has suffi- 
ciently demonstrated its worth over the past 24 years that it justifies 
a longer extension and not creating at such rapid intervals the period 
of doubt and uncertainty which leads other countries to wonder what 
we are going to do and perhaps to search for alternatives to trading 
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with the United States, because the principal alternative to trading 
with the United States is trading with the Soviet Union. 

The second is the particular reason in relation to this so-called 
Common Market in Europe. 

Senator Frear. And I interpret that to mean that the countries 
with whom we deal have lessened their confidence in the United 
States in their operations. 

Secretary Dutixs. They do not have confidence in the trade policies 
of the United States unless the basis for that confidence is created by 
the Congress. 

Senator Frear. Yes, and I am glad to hear you say that. 

Secretary Dutuzs. If the Congress creates lack of confidence, there 
is nO way we can restore it. 

Senator Frear. Of course I recognize the fact that the administra- 
tive branch carriers out the policies and principles and thinking of the 
legislative branch in this, but then I can say the same thing regarding 
the legislative branch. Do you think it would impair our position 
with the countries abroad if we extended this for a shorter period of 
time than 5 years? 

Secretary Dutuzs. Yes, sir. 

Senator Frear. You do? 

Secretary Duties. No doubt about it. 

Senator Frear. Suppose the Congress expressed a different opinion. 
Would you be willing to abide by their decision? 

Secretary Dutuszs. Certainly. 

Senator Frear. And how serious a handicap do you think it would 
be? 

Secretary Duuues. I think it would be serious. I cannot read the 
future, but I would certainly say it would be serious. 

Senator Frear. You said in your prepared statement, and I quote: 

I believe that most people in this country look upon the program as continuing 
and permanent and it would in my mind be unthinkable to discontinue it. 

Are you saying, Mr. Secretary, that it is your proposal and that of 
the administration that this should be made permanent? 

Secretary Duties. No, sir. We propose that it be renewed for 5 
years. 

Senator Frear. Yes, sir, but that does not just quite gibe with 
your statement. 

Secretary Duties. One is a statement of my own views and my 
opinion. 

Senator Frear. Yes, I recognize that. 

Secretary Duties. At the end of 5 years it will be renewed again. 

Senator Frear. Then you and the President may not agree on 
this? 

Secretary Duties. I think we do agree. 

Senator Frear. Is it his opinion then? Does he believe the same 
as you do according to that statement? 

Secretary Duties. The President believes, I think as strongly as I 
do and perhaps more strongly than I do that the policies represented 
by this act are sound and should be a permanent part of our foreign- 
trade structure. 

Senator Frear. Then as far as this committee is concerned, you 
could have said it is the belief of the administration instead of making 
it personal? 
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Secretary Dutuss. I think so, yes, sir. 

Senator Frear. Do you have any serious objections to the removal 
of section 6? 

Secretary Duties. That was not in the bill which the administra- 
tion originally sought. 

Senator Frear. That is right. 

If it is removed would you have serious objection? 

Secretary Duties. We have indicated now that it is acceptable to 
us, and I think that it would probably not be in the interests of the 
legislation to remove it. 

Senator Frear. I am just trying to get the degree of seriousness 
from you, Mr. Secretary, that is all. 

I mean how formidable is this, expressing it in degrees of serious- 
ness? Is it serious or not? 

Secretary Duuuzs. Is what serious? 

Senator Frear. The removal of the section. How serious would 
you consider it to be if section 6 were removed? 

Secretary Duties. I would not want to express an opinion about 
that because that requires a judgment about the legislative position 
in the House which I do not feel I am competent to render. 

Senator Frear. I know, but we need your judgment here, sir. I do 
not want to press you too far, but I am doing my best to. 

Secretary Duties. I am delighted to give my judgment about 
matters that I know about, but I am not an expert judge about the 
legislative climate here in the Congress. 

I have to work on other matters than that, and to ask me for an 
expert opinion as to what I think the impact would be upon the House 
of taking out a provision which they have overwhelmingly adopted and 
which the administration agreed to, that I have no expert opinion 
about. 

Senator Frear. Do you want to just make a simple “‘Yes” or “No” 
statement as to whether you have any serious objection to the removal 
of section 6? 

Secretary Duties. I would not want to make a “Yes” or “No” 
answer to that because that deals with a field as to which I do not feel 
competent or qualified to speak for the administration. 

I said on coming here that I came here primarily to speak about the 
foreign policy aspects of this legislation. 

You are going to have the Secretary of Commerce here this after- 
noon I guess and others who are more familiar than I am with the 
domestic aspects of it. 

Senator Frear. That is true, Mr. Secretary, but you know these 
people have a lot of respect for what you say. 

Secretary Duuuxs. I think if they have respect for me it is because 
I try to take care of my own knitting and I do not get into things I 
do not know about. 

Senator Frear. That is a wonderful policy, and I admire you for 
that. 

However, then do you want to venture to say that this section 6 
is a good proposal? 

Secretary Duties. I do not want to speak to that at all, Senator. 
You can get other people who are far more qualified than I am to 
speak to that. 
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Senator Frear. Thank you, Mr. Secretary. That is all, Mr. 
‘Chairman. 

The CuarrMAN. Mr. Secretary, I was very much interested in the 
responses you made to Senator Kerr and Senator Williams as to the 
area of importations you would regard as dangerous to national 
defense. 

Secretary Duties. Where is that? 

Senator Kerr. Under section 7, I believe, of the act of 1955. 

The CHarrMAN. An amendment relative to this subject was in- 
serted by the Senate Finance Committee I think 3 years ago. 

Secretary Duties. Three years ago the section read: 

* * * has reason to believe that any article is being imported into the United 
States in such quantities as to threaten to impair the national security. 

The CuarrMan. What I wanted to get from you is, what articles 
would be included in that definition? 

In other words, what importations would threaten the national 
security? 

Secretary Duties. I think you are going to have other people 
more qualified than I am to testify on that particular point. 

There are a number of commodities, petroleum and petroleum 
products is certainly one, the other essential metals, lead, zinc, and 
the like, are those that come immediately to my mind. 

There are undoubtedly quite a mass of others, but the ODM would 
be able to advise you about that much better than I could. 

My advice would only be casual as things come to my attention. 

The Cuarrman. The amendment was adopted 3 years ago. Has 
there been any investigation as to importations that w ould impair 
national security? 

Secretary Dunuxs. Yes, several. 

The Cuarrman. Could you give a list of them, and explain why no 
action has been taken. Has any action been taken under this section 
except on a voluntary basis? 

Secretary Duties. Action has been taken on what you might call a 
semivoluntary basis with respect to petroleum, for example. 

The CuarrMan. There has been no mandatory enforcement of re- 
duction in these importations; has there? 

Secretary Duties. You are speaking now about petroleum? 

The CuarrMan. I am speaking of anything under that section. 

I would like to know whether we have taken any action to reduce 
these imports? 

Secretary Duties. Yes, sir. 

The CuarrMan. What were they? 

Secretary Dutuss. Petroleum. 

The CuarrMan. That was voluntary; was it not? 

Secretary Duties. The quotas were accepted voluntarily by the 
companies. 

The CHarrMan. Were those quotas carried out? 

Secretary DuuuEs. Yes, sir. 

The Cuarrman. There has been complaint made to me that they 
were not carried out. 

Secretary Duties. The quotas were designed to reduce the imports 
to a given percentage of out total production, and actually the imports 
as I understand it are even less than what was sought by those 
regulations. 
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The CHarrMan. I think the committee would like to have, Mr. 
Secretary, the articles that in the judgment of the Director of the 
Defense Mobilization come in the area of those things imported 
which would impair national security. 

It is not only oil, is it? 

Secretary Duties. No, no. 

The CHarrMAN. There must be a good many other things. 

Secretary Duties. Many other things. I am sure the Director of 
the Office of Defense Mobilization would be glad to furnish information 
on that subject. 

The CuarrMan. But offhand you can think of only three, oil, lead, 
and zinc; is that it? 

Secretary Duties. No; there are a number of others. 

For example, here I just happen to have a few things which illustrate 
the scope of this thing. 

Petroleum, fluorspar, watches, dental burrs, photograph shutters, 
stencil silk, wooden boats, fine mesh wire cloth, thermometers, wool 
felt; those are all things on which there had either been hearings or 
projected hearings and in some cases the application has been with- 
drawn, cordage, wool fabrics, jeweled watches. 

Senator Lone. Cordage was withdrawn, was it not, Mr. Secretary, 
if I may just interrupt? 

Quite a few of those which you are listing were not decided 

Secretary Dutuxs. That is right, they were withdrawn. All I 
am saying is I give that list to indicate the potential scope of this, 
the very broad scope of this section. 

Senator Wiuuiams. As I understood the answer to my question 
the scope is almost unlimited as to this? 

Secretary Duties. That is correct. Whenever there is any article, 
the excessive importation of which is deemed to affect detrimentally 
the national security, then this section can be invoked. 

Senator Wiiu1aMs. It is my understanding that it is not necessarily 
confined to articles extracted from the soil but it could be any article 
manufactured or otherwise. 

Secretary Dutuis. That is correct. I perhaps carelessly used the 
word ‘‘extracted”’ because we were thinking about petroleum products, 
but actually, it is anything. 

Senator Wituiams. That was my understanding of it. 

The CHarrmMan. Who makes that decision as to whether national 
security would be impaired? 

Secretary Duties. The President on the advice of the Director of 
the Office of Defense Mobilization. 

The Cuarrman. I assume you will furnish the committee a list of 
those articles that in the judgment of the Office of Defense Mobili- 
zation could be classified as the imports which would affect national 
security. 

Secretary Dutuzs. I think, Senator, that would be an extremely 
difficult thing to give an all-embracive list, because there are so many 
things which do affect the national security that you would have to 
make a list almost as long as 








The CHarrMan. Take textiles. Would the importation of textiles 
affect the national security? 
Secretary Dutuzs. I can conceive of certain chances where it might. 
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I do not think it does at the present time. That is one of the reasons 
why it is not easy to submit a list, because in the last analysis almost 
everything contributes to some extent to the national security. 

You have got to have uniforms for your soldiers, and I suppose 
that if imports 

Senator Kerr. Parachutes. 

Secretary Duties. Were of such a character that you would not 
possess within your own country the capacity to make uniforms for 
your soldiers, then you would put it on the list. This is not anything 
which is static. 

The CuarrMANn. What about chemicals? 

Secretary Duties. There again you can have a situation I am quite 
sure where the importations might theoretically destroy our capacity 
have certain essential chemicals. If so, then they would go on the 

ist. 

Senator Kerr. If we should get to the point where we had a great 
population beyond that which we could feed ourselves and get an 
importation of food that then climbed beyond the requirements to 
the point where it might impair the ability of our domestic producers 
to do the utmost that they could for it, it might even go that: far; 
could it not? 

Secretary Duties. Yes; I think those are rather theoretical condi- 
tions given the fact that our present problem is how to get rid of our 
surplus food, but as you point out, theoretically you could develop 
I suppose, a dependency upon foreign food imports which would be 
dangerous, but that is highly theoretical at the present time. We 
have still got Senator Byrd’s apples to live off of. 

The CuartrMan. I wish we could export some of these apples. 
We would like all of the information, Mr. Secretary, you can give us 
as to what areas this would cover or could cover. 1 think this is quite 
important in the consideration of this bill. 

ecretary Duuusrs. I think the peril point works pretty well. 

The CHatrMAN. It works pretty well in some cases, but the Presi- 
dent has not approved the recommendations of the Tariff Commission. 

Secretary Dulles. I think perhaps you refer to the escape clause 
but not the peril point. 

The CuarrMan. Either one. 

Would you furnish a list to the committee of all the actions taken 
under the escape clause and the peril point? 

(The material referred to was subsequently submitted for the 
record as follows:) 





TERMINATION OF TRADE AGREEMENTS 


The bilateral trade agreements are all subject to termination on 6 months’ 
notice by either party. A country party to the General Agreement on Tariffs 
and Trade may, under definitive application of the agreement, withdraw on 6 
months’ notice. However, the agreement is currently being applied by the 
United States on a provisional basis and the United States could, accordingly, 
withdraw on 60 days’ notice. 
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PRESIDENT’S ACTION ON ESCAPE-CLAUSE REPORTS SENT TO THE PRESIDENT BY THE 
TARIFF COMMISSION 


1. In 25 cases, the Tariff Commission has decided in favor of escape-clause 
action. These cases and the President’s disposition of each are shown below: 














Case Recommendation of Tariff President’s action 
Commission 

Women’s fur felt hats and hat bodies__.....-. Modify tariff concession.-._-. Accepted. 

EE cc dcintinhnenaena pitta dcéwciinabndealdndes i edsodunteokdlenatodmaiies Do. 

SE ddicdsdnocdddaccobsbevidddapseobanbbod adhae GEE ci diccbant dlbdtbiee Rejected. 

Watches (1st investigation) ..................]....- a antennal Do. 

CY hao tinkicicss sudscecwhargsadisascaieende Se ORE. dataset Accepted. 

Tobacco pipes and bowls--..........---.----.|..-.- Paes aisbatbebiiatdontus Rejected. 

ini inc ncents cate sgn taeienmmn eee i ccwbkvmsinieeeadyddarn Do. 

eS | Oe ep aes See eee ee ee Re hiik ad cithouividucddactes Do. 

Ground-fish fillets (2d investigation) .......-- Bg cl ecard tte Do. 

Lead and zine (Ist investigation) -...........}....- igdd cca toccuteadirass Rejected but announced 
other remedy. 

IPOD TU 6 6 ii ncdsccnnccteccdsckuawepeeees WL th Scao ele Accepted in part. 

Watches (2d investigation) -..........-..-...|...--  iaibdis sh dancbens sicbhibwgh Accepted. 

Bicycles (2d investigation)............-.---..}..--. ih anti abiniainnamnie decid Accepted in part. 

nin nen avacelhaeccomet ge... Withdrawal of concession...| Rejected. 

TONNES G05 Wanda tanscuncsesseisutieu pc tata casenadinkecackeweda Accepted. 

Groundfish fillets (3d investigation) -...._..- Modify tariff concession.....| Rejected but announced al- 

| ternative remedy. 

i SDs nnpeviincceuuadeuedegendien ence ésasancekecnar susan 0. 

Violins and violas... -........-..-- shehndcceclenusRles Seneca 4s22acndsees ee 

Straigh pins (2d investigation) ...............|...-. ee tinct aa ach wean Do. 

Safety pins (2d investigation) .............-.- DIE d Me dives oad pate cakcesodad Accepted. 

Spring clothespins (4th investigation) -.-....|-.... BB e . cccscernacoencaesend) AOC Is OR 

Stainless-steel table flatware... ............-- Withdrawal of concession...| Rejected but announced 
other remedy. 

OUD ann idapinnsiniscesccobiahent Modify tariff concession. --- — supplemental infor- 
mation. 

Clinical therometers................-....---.| Withdrawal of concession...| Accepted. 

Lead and zine (2d investigation).............| Modify concession (even | Suspended action pendeng 

division as to remedies). congressional consideration 

of alternative remedy. 





' 


2. In five cases, the Tariff Commission divided evenly on the question whether 
serious injury was caused or threatened. These reports were sent to the Presi- 
dent, who broke the tie in each case by voting with the group which found no 
ground for action. These cases are: 

Handmade blown glassware 

Spring clothespins (third investigation) 
Wood screws (third investigation) 
Fluorspar (second investigation) 
Para-aminosalicylie acid 

3. President’s action on peril-point findings: Peril-point investigations have 
been made and transmitted to the President on all articles considered for possible 
tariff concession in negotiations carried out at times when this procedure was in 
effect for trade-agreement operations. No agreement concluded while peril- 
point legislation was in effect has contained any concession making effective a 
rate below a peril point found by the Tariff Commission. 

In the supplemental negotiations with Venezuela in 1952, when the President 
did not have authority to break ties by his vote, a concession was granted on 
petroleum in a case in which the Commission divided evenly in its finding. The 
details of this action were reported to the Congress at that time. In addition 
it may be noted that in the 1956 tariff negotiations, the Tariff Commission found 
that existing duties on three items were inadequate to avoid serious injury, and 
the President was successful in negotiating only one of the three proposed in- 
creases. A report was also transmitted to the Congress concerning the other 
two, namely certain tungsten alloys and violins and violas. 


Secretary Dutuxs. Yes, sir. 
i The CHAIRMAN. Have it show what the President has done and so 
orth? 
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Secretary Duuuzs. Yes. 

The Cuairman. And other information we would like to have is 
copies of the agreements that have been made with these forty-odd 
nations, showing expiration dates and so forth. 

Secretary Duutuzs. Yes. 

(The material referred to has been supplied to the committee and is 
retained in the committee files.) 

The Cuarrman. Senator Flanders? 

Senator Ftanpers. Mr. Secretary, your statement was a very 
adequate statement it seems to me of the importance of oe Bi" 
trade treaties from the international standpoint, and its importance 
is one which I think I have recognized over the years. 

I do a this moment find particular interest in the paragraph at the 
foot of page 6 from your statement. I will read it; 

Why then should we insist upon the reargumentation of its merits every 3 
years or oftener and lead our friends abroad to fear we may suddenly reverse our 
trade policy? The Trade Agreements Act has become a symbol around which 
other free world countries develop their trade policies and make their plans. 


Greater stability in our program would certainly mean greater stability in 
their programs. 


Can there be any doubt that such stability would benefit us all. 


Now that last question is one which raises some questions in my mind. 
You would want to be sure, would you not, that reciprocal-trade poli- 
cies which have been followed and which this extension of the law will 
permit us to follow are helpful to the internal prosperity of the United 
States. That is in your mind? 

Secretary Duuues. Yes, sir. 

Senator FLanprrs. As well as the support of our foreign relations. 

Secretary Duuues. I think that one has to take into account ob- 
viously both the impact of this upon our foreign relations and also 
upon our domestic economy. 

Senator FLanpers. May I say that I have become disturbed in the 
last year or so with what seemed to me to be increasing problems 
toward which our reciprocal-trade policies are leading us. I expressed 
this in a memorandum of May 12 to Secretary Weeks; a memorandum 
giving a series of questions. 

I am going to talk with him in detail about that, but there are one 
or two points in it to which I would like to refer at the present time, 
and for that purpose [ am passing a copy over to you. Our clerk here 
has other copies to pass to others as well. 

(The document referred to follows:) 


MEMORANDUM 

May 12, 1958. 
To: Hon. Sinclair Weeks, Secretary of Commerce. 
From: Senator Ralph E. Flanders. 

Subject: Administration trade policy. 


The administration has not made its case for a 5-year extension of the recip- 
rocal-trade treaties on the basis of its present practices in negotiation. The 
theory of the advantages of reciprocal trade is based on free trade theory which 
was perhaps most authoritatively developed by Professor Tausig of Harvard in 
the 1920’s. His classical development of that theory was logical for the condi- 
tions then existing. Those conditions no longer exist and a new examination of 
trade policy is required. 

Among others the following changes have taken place: 

1. Professor Tausig assumed that the gold standard was in active effect with 
tendency automatically to keep the price levels of the commercial nations within 
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bounds. The gold standard has gone out of existence and there is no automatic 
price stabilizer. 

2. The assumption was made that when the United States makes purchases 
abroad, the dollars paid for the purchase have no ultimate value except as they 
return here to purchase American goods or services. This is no longer strictly 
true since dollar balances rather than gold balances are now the accepted reserves 
for giving financial stability to other nations. There is therefore a tendency to 
retain dollars instead of sending them back to the United States for purchases. 

3. There was assumed an elasticity in prices which would take place in such a 
way as to bring price levels into balance. That elasticity no longer exists. The 
wage-price inflationary spiral is inflexibly without downward movement, and 
seems to be uncontrollable in the upward movement. Our economy is thus 
getting progressively out of balance with the price level of the rest of the world. 
American products are being priced out of the international market, and the 
range of goods in which we can effectively compete is narrowing year by year. 

4. Another new factor is the increasing exportability of American know-how, 
equipment, and capital. To the extent that this was done under the Marshall 
plan, it had the highly successful effect of restoring the economies of the Western 
European nations. It had a side effect of increasing the effectiveness of European 
competition. Its present effect is to expand our investment abroad so that we 
can compete in world markets by manufacturing at lower wage rates abroad and 
thus regain lost markets from which we have been priced out by our wage-price 
spiral. 

5. We will have to make a new examination of our policy of meeting destructive 
competition from abroad by raising tariffs and not by establishing quotas. There 
are commodities in which oriental competition is so severe that raising tariffs 
to protect our own industries shuts out the competition of European countries 
which we are, or should be, willing to meet. We have gone halfway toward 
employing quotas for protection by negotiating them as voluntary restraints on 
the part of oriental competitors. We may find it necessary to impose where we 
eannot negotiate. 

The above list of changes in the conditions on which classical free-trade theory 
was based make it evident that we cannot continue without a reexamination of 
the bases of our policy. Among the lines of study which I would suggest are the 
following: 

(a) Some calculation as to the number of labor hours lost by importing goods 
instead of manufacturing them, to set against the only figure now offered, which 
is the labor hours presently employed on exported goods. This latter figure is 
meaningless without its offset. 

(6) Examination of the desirability of basing our trade policy on desired imports, 
with export business sufficient to pay for them and for exported capital and equip- 
ment for our investments abroad. 

(c) An examination of the wisdom of our supporting economic areas consisting 
of nations with resources and industries which on the whole tend to complement 
each other. An example is the contemplated common-market area in Western 
Europe. Another example (which I believe to be economically sound) is the 
“oreater eastern Asian coprosperity sphere’? which the Janapanese sought most 
unfortunately to put into effect by force of arms. Our own economic area might 
well include Canada and a large part of South America. In all these groups and 
others which might be considered, there is a common interest which leads to 
mutual profits rather than to economic disruption. 

(d) There should also be an examination of the effect of tariff reductions under 
the reciprocal-trade treaties on small and local industries. We have to ask our- 
selves the question whether if that effect is severe we are prepared to discriminate 
against them and in favor of large corporations with varied products which can 
more easily adapt themselves to handicaps in the marketing of particular products, 
which consitute but a small percentage of their business. 

(e) We should consider whether continued adherence to the classical theories 
involves, or can be detached from, the necessity for building up the rest of the 
world while our own economic strength goes down. Can we so manage our policy 
that the world strength goes up as ours goes up rather than the reverse? The 
administration has a very serious responsibility in deciding which of our industries 
shall continue and which shall be marked for more severe and perhaps fatal 
competition. This is the more serious as it becomes evident that few of our 
industries will be safe if the wage-price spiral continues. 

I therefore propose first that the reciprocal-trade treaties be continued for 
3 years only, not 5. 
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I propose secondly that this extension be granted in consideration of{the 
appointment of a commission which shall examine in detail the questions I am 
raising in this memorandum and any other pertinent questions which may be 
developed, and that said Commission shall be required to report its findings to 
the Congress in January of 1960, well in advance of the time when the renewal 
of the reciprocal-trade treaties again comes before the Congress. 

It scarcely needs to be said that the existing treaties will remain in effect unless 
abrogated, whether or not the reciprocal-trade legislation is extended. It is 
necessary to say this, however, because much popular support of the existing 
law is based on the assumption that otherwise we ‘‘will go back to the Smoot- 
Hawley Tariff.’’ This is, of course, not true and the sentiment for reciprocal 
trade should not have to be supported by any such assumptions. 

Meanwhile, it is to be hoped that the administration will concentrate its 
negotiations during the 2-year extension on those products and commodities now 
carrying a high rate of tariff, rather than making further reductions in the low- 
tariff products which meet severe foreign competition. 


(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record his reply to Senator Flanders’ 
memorandum of May 12:) 


Hon. Raupu E. FLANDERS, 
United States Senate, 
Washington, D. C. 

Dear SENATOR FLANDERS: I have given considerable thought to your May 
12 memorandum on trade policy. Several of he questions you raise are quite 
complex, and I think it would be best for me to give you my reaction on a point- 
by-point basis in order of presentation in your memorandum. 

1. The economic basis of the program is the sound concept of comparative 
advantage, which does not presuppose any particular mechanism of adjustments 
to international disequilibria, such as the gold standard, but merely presupposes 
the existence, in one or both areas involved in trade transactions, of differences— 
for whatever reasons—in comparative costs of producing various goods and serv- 
ices. In essence, the program is simply an application to international trans- 
actions of the basic free-enterprise principles on which we rely so heavily for 
successful operation of the domestic economy. 

Neither the nature of Professor Taussjg’s assumptions regarding the gold stand- 
ard nor the fact that the gold standard has long since passed from the scene is 
germene to consideration of the trade-agreements program. After all, the first 

rade Agreements Act was not passed until after all of the major trading nations, 
including the United States, had abandoned the old gold standard. The gold- 
standard mechanism of adjustments to international disequilibria played no part 
whatever in the rationale of the original trade-agreements legislation, nor in that 
of the successive extensions of the act during the past two decades. 

2. The assumption that dollars paid for purchase of foreign goods have no 
ultimate value except as potential claims upon American goods or services is not 
invalidated by the increased importance of dollar balances as international reserves, 
nor by the tendency in recent years for foreign countries to enlarge their holdings 
of liquid dollar assets. On the contrary, the value of dollars as international 
reserves fundamentally rests precisely on their ultimate value for procurement of 
United States goods or services. The tendency of foreign countries to expand 
their dollar holdings has been in part merely a matter of restoring—with due 
allowance for expansion of trade levels—reserves depleted during the war and 
early postwar reconstruction periods. Apart from that, it is a natural conse- 
quence of the relatively new role of the United States as a major international 
banker—a reflection of the vast sums which United States private businesses and 
the United States Government have invested abroad. It is inevitable and nor- 
mal for large liquid balances to be held in a major international creditor country 
by residents of other countries, and for these holdings—to a considerable extent 
in the nature of working balances—to tend toward growth with the growth in 
levels of trade and of the creditor’s foreign investments. 

The existence of such a tendency does not imply that dollars paid out by the 
United States will not continue to be spent here. Given basic propensities for 
current spending and for additions to reserves by foreign countries, it remains as 
true as ever that marginal increments in dollar payments by the United States 
result in roughly commensurate increments in foreign purchases of United States 

oods and services, and that inhibition of dollar payments results in corresponding 
limitation of foreign purchases here. 
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Convertibility and multilateral balancing of accounts is not a new factor in 
international trade. It has always been axiomatic that the amounts of goods and 
services which we can sell abroad are correlated with—and except over relatively 
short interludes, limited by—the amounts of goods and services which we buy 
from the rest of the world plus the amounts which we invest abroad or otherwise 
transfer to foreign countries, either privately or governmentally. This proposi- 
tion, which lies at the heart of our trade-agreements policy, is sometimes obscure 
to those who limit themselves to fragmentary views or piecemeal observations 
regarding particular commodities, individual countries or areas, and/or brief 
periods of time; but the fact that a balance of receipts and expenditures does not 
necessarily hold in transactions with any one country at any time, or with the 
world as a whole (apart from changes in foreign holdings of dollar assets) over 
short intervals, does not make the global limitation of our foreign sales potential 
by our total foreign payments any less real. 

This is not a merely theoretical proposition. It is thoroughly confirmed by 
empirical experience, as is evident to anyone who studies the long-term history of 
the United States international balance of payments. In the nearly four decades 
from 1919 through 1957, the United States made payments to foreign countries 
and international institutions totaling, according to the official estimates, $445 
billion. This figure includes, of course, our net private investment abroad, private 
remittances, and Government grants and loans, as well as all our purchases of 
foreign goods and services. During the same 39 years, cumulative United States 
receipts from sales of goods and services to foreign countries, together with 
statistical errors and omissions aggregating $64 billion, were $443 billion, or 99.4 
percent of all the dollars paid out. The resultant net increase over these decades 
in foreign holdings of gold and dollar assets (including long-term investments by 
foreigners here, as well as liquid dollar balances) was just about $24 billion, or less 
than 0.6 percent of the total. 

In the face of these figures, it would be difficult to suggest that the dollars we 
spent abroad have no potent tendency to rebound to the benefit of our exporting 
industries. The contrary is perfectly clear in the record. Over nearly four full 
decades, they have returned virtually dollar for dollar to the benefit of United 
States export industries and no valid reasons have been advanced for doubt that 
the same strong tendency will prevail in the future. 

However, the impression should not be left that it is only in the very long run 
that our export sales are closely correlated with our payments to foreign countries. 
While the trends can, of course, diverge temporarily because of the possibilities 
of liquidation, replenishment, or expansion of foreign dollar holdings, United 
States exports of goods and services are nevertheless highly responsive to changes 
in the level of our payments to the rest of the world, even over periods of a very 
few years. This is brought out in the attached chart, depicting total international 
payments and receipts of the United States (except changes in foreign gold and 
dollar asset holdings) annually since 1919. 

The chart speaks for itself. It is difficult to imagine two more closely correlated 
series of economic statistics. With but 3 or 4 exceptions, of which the year 1950 
is the only notable case, even year-to-year changes in United States receipts 
have consistently followed the direction of changes in total United States payments 
to foreign countries. 

3. It may be true that an inexorable long-term upward trend in price levels 
now prevails (though this is certainly not beyond the control of monetary and 
fiscal policy, if sufficient priority and public support is given to that objective). 
However, such a tendency certainly is not peculiar to the United States alone. 
Hence, it does not follow that ‘‘our economy is thus getting progressively out of 
balance with the price level of the rest of the world.”’ 

On the contrary, price increases have been greater in most other countries than 
in the United States during most of the period since World War II. This is 
illustrated, for the years 1950 through 1957, by the attached tabulation of both 
wholesale and consumer price indexes for the United States and nine other leading 
industrial countries 

These figures, taken primarily from statistical publications of the United 
Nations, show that wholesale prices have risen considerably more since 1950 in 
France, Sweden, the United Kingdom, and Japan, and somewhat more in Ger- 
many and the Netherlands, than in the United States. The average change in 
wholesale prices since 1950 in Belgium, Italy, and Switzerland has been about the 
same as that in the United States. 

Over the same period, the cost-of-living indexes for France, Italy, Sweden, the 
United Kingdom, and Japan have all risen considerably more sharply than ha; 
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the consumer price index for the United States, and that for the Netherlands has 
risen somewhat more sharply. The indexes for Belgium and Germany have shown 
changes roughly parallel to our own while that for Switzerland has risen slightly 
less than ours. 

Generally speaking, then, the evidence shows that if the United States price 
level is “getting progressively out of line,’’ it is lagging below the “‘line’’ rather 
than climbing above it. As a matter of fact, reputable foreign theoreticians have 
so interpreted the situation, and have been very seriously worried about the 
possible long-run inability of their economies to meet United States competition. 

The assertion that “the range of goods in which we can effectively compete 
is narrowing year by year’ does not seem to be supported by any evidence. 
There is, of course, a constant shifting of competitive conditions in international 
markets; but the volume of goods supplied to them by the United States in the 
past two years has been the largest in history, and this record volume—far from 
comprising a narrower range of products—appears to have been more highly 
diversified than ever before. 

4. The suggestion that growth of United States investment abroad has stemmed 
importantly from an effort to ‘‘regain lost markets from which we have been 
priced out by our wage-price spiral’”’ is fallacious. As noted under item 3, above, 
the wage-price spiral in the United States has actually been less steeply upward 
than in most of the countries which constitute our principal competitors in world 
markets for manufactured goods. The reasons for expansion of various types of 
United States foreign investments are numerous and complex, but they obviously 
do not include the one alleged here. 

5. In contemplating the use of quotas as an expedient to protect certain 
industries against abrupt or severe dislocations which might result from increased 
imports, we must always remember that they have many disadvantages. 

hen quotas are applied on some products it is difficult to reject their use on 
others. Furthermore, once a quota has been adopted it is usually necessary to 
allocate shares among different supplying countries and among different importers. 
It is also necessary to keep these quota operations under constant surveillance 
and to police them to prevent transshipment and other evasions. Thus Govern- 
ment intervention, once initiated, tends to feed on itself, constantly spreading 
through day-to-day business operations, further curtailing the automatic market 
adjustments of competition. 

Quantitative import restrictions are especially hard on small businesses which 
have difficulty financing large inventories from quota period to quota period. 

Any general resort to —, on the part of the United States would weaken 
our current efforts to reduce foreign quantitative restrictions against our own 
exports. Actually the United States has been the greatest victim of quotas and 
stands to gain the most from progress in their abolition. As a large exporter 
and an efficient producer of products wanted by other countries, we have more to 
gain by avoiding quotas and more to lose by any action on our part which en- 
courages their greater use throughout the world. 

(a) The attached extract from a Labor Department study gives an estimate 
(in the nature of an outside order-of-magnitude limit) of the number of United 
States jobs “lost” in 1956 by importing dutiable goods instead of producing them 
the number “‘lost” or “displaced”’ being computed as the number of fulltime workers 
who would have been required to produce the equivalent of dutiable imports, on the 
assumption that all of them could have been made by American workers. The 
Labor Department study goes on to explain some of the reasons why the rough 
estimate given—‘“‘approximately 1 million’’—is ‘‘obviously much too high.”’ In 
addition, it may be noted that a similar estimate covering only dutiable manu- 
factured goods would be considerably lower, while ove covering duty-free goods 
as well as dutiable merchandise might be much higher, even without going to such 
ridiculous extremes as computing, for example, the numbers of workers required 
to produce our supply of coffee by hothouse methods. 

Phe notion that the available estimate of man-years utilized in producing 
exported goods and related services is ‘‘meaningless without its offset” is not well 
founded. In the case of export employment, the estimators—despite difficult 
statistical problems—can deal with a clear and straightforward concept of em- 
ployment actually utilized in producing certain values which were definitely 
created by the United States economy. Any attempt to compute man-years 
“Jost” through imports, on the other hand, not only encounters equal or greater 
difficulties of a statistical nature, but must be predicated upon purely hypothetical 
concepts regarding situations which might prevail in an entirely different economic 
world. So many speculative judgments must be pyramided in this process that 
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the meaningfulness of any general estimate of this kind is open to the gravest 
doubts. 

(b) If our trade policy were to be based upon “desired imports,’”’ who would 
decide what were the ‘desired imports’? In a free enterprise economy, such 
decisions are normally made by the market place. Deciding by Government 
fiat what imports might be ‘‘desirable’’ would run counter to the principles under 
which our dynamic economy has prospered in the past. 

(c) In the references to support for “economic areas consisting of nations with 
resources and industries which on the whole tend to complement each other,” it 
js not at all clear what concept of an economic area is envisioned, nor what is 
meant by “our supporting” any such area. With regard to complementarity of 
the component nations’ economies, the situation of the six common-market coun- 
tries is certainly radically different from that of the Far Eastern area mentioned, 
or of the Western Hemisphere group. 

Indeed, the necessity for elaborate arrangements to bring the common market 
into existence is a reflection of the fact that what is involved is the integration of 
broadly similar economies, rather than mere formalization of closely complemen- 
tary economic relationships which would prevail, generally speaking, in any event. 
Contrastingly, relationships among the Western Hemisphere and Far Eastern 
countries, respectively, tend to be essentially of the latter type. In each of these 
areas, the grounds for trade between a predominant industrial nation, on the one 
hand, and a group of countries exporting chiefly primary products, on the other, 
are so overwhelming that no special economic integration measures are required 
to promote the trade in question. The degree to which such trade is likely to be 
inhibited by narrowly nationalistic economic policies is minimal as compared with 
the degree of limitation inherent in corresponding policies in Western Europe. 
Under these circumstances, arrangements along the lines of the common market 
would not offer anything like the same prospect that they do in Western Europe 
of bringing about fundamental changes in the character of the trade and the 
economic productivity of the areas involved. 

(d) Since there is no compilation of United States foreign trade statistics ac- 
cording to size of the trading firms or of the domestic firms affected by competitive 
imports, it is impossible to make any factually based analysis of the effects of past 
tariff reductions on enterprises of any given size. It is worth noting, however, 
that size has not been a criterion for determination of peril point or escape clause 
findings in the past, nor is it a criterion in the administration’s pending bill. Since 
that bill contains fully adequate safeguards for domestic industries, regardless of 
size, the question of possible discrimination against small or local industries in 
favor of large corporations simply does not arise. 

(e) In all probability, the economic strength of the United States and that of 
the rest of the free world will rise or fall together. United States commercial 
policies tending to weaken our friends economically will tend to weaken us, too, 
and policies which truly strengthen our own economy as a whole will fortunately 
contribute also to the strength of our friends abroad. 

Under the pending Trade Agreements bill, there is no possibility of ‘deciding 
which of our industries * * * shall be marked for * * * perhaps fatal compe- 
tition. To be sure, the bill does envision the encouragement of expansion in 
our more productive industries, but it does not contemplate the sacrifice of existing 
industries to accomplish this common-sense objective. On the contrary, it 
includes all existing and some newly added safeguards against injury to domestic 
industries through increased imports which might result from tariff reductions. 


“POLICY PROPOSALS” 


Adoption of the proposal that the Trade Agreements Act be extended for only 
2 years, instead of 5, is not responsive to United States policy needs. It would 
place the United States in a weak and uncertain negotiating position during the 
crucial formative period of detailed and specific determination by the common 
market countries what will be their ultimately uniform external duties on im- 
ported merchandise, including that from the United States. In view of the po- 
tentially profound effects of the common market upon our trade with Europe in 
decades ahead, it is vital that we retain the strongest and most flexible possible 
bargaining position in order to minimize the danger of common market decisions 
prejudicial to our national commercial interests. A detailed analysis of the need 
for tariff negotiations with the common market and the prospective timetable 
showing the need for 5-year renewal is attached. Even in the absence of the com- 
mon market development, a 2-year extension would provide so little assurance 
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to other countries of stability in our tariff policy that we would have great diffi- 
culty in negotiating worthwhile concessions for our exports. Moreover, the 
processes of preparing for tariff negotiations and conducting them are so eumber- 
some and time consuming that an extension as short as 2 years would in any 
event curb the scope of the necessary staff work and thus limit the possibility of 
fruitful results. 

The proposal for appointment of another Commission to examine questions 
relating to United States foreign commercial policies appears to overlook the 
intensive investigations in this field carried out so competently only a few years 
ago by the distinguished members of the President's Commission on Foreign 
Economic Policy (Randall Commission). The fact that no revolutionary changes 
have since occurred in basic conditions under which world trade is conducted 
makes it unlikely that a new Commission would arrive at fundamentally different 
conclusions. The guidelines laid down by the Randall Commission are still 
eminently appropriate, and a project to have them largely reconfirmed by 
another Commission would appear both unnecessary and unduly costly. 

The 5-year authority would be used primarily in connection with those rates 
which are now unnecessarily burdensome, and concessions would not be made in 
cases where injurious increases in imports would be threatened. The probable 
effects of duty reductions are not necessarily correlated with the height of the 
existing duties. Some high duties could be reduced only at considerable risk of 
injury to domestic producers, while some relatively low duties could well be further 
reduced without such risks. The appropriate test lies in the probable result of 
a change in a tariff rate, rather than in the absolute level of a prevailing rate. 


Sincerely yours, 
Sinctatrz WEEKS, Secretary of Commerce. 


Index numbers of wholesale prices and cost of living in selected industrial countries, 
1950 and 1958-57 








[1950= 100] 
1 
Country | 1950 | 1953 | 1954 | 1955 | 1956 | 1957 
Wholesale prices: | 
United States...-.-------- ps pebraipebeos | 100} 106 | 106; 107] 111 | 114 
Rock on kcanicese sence so=- : | 100; 108| 106} 109} 112] 114 
Ee la ds Ata ae ioe | 100) 128} 126| 126] 131] 138 
Germany, Federal Republic of ! | 100 118 115 119; 121! 124 
(| Hebei liye: ebe te inaaiae gin a --| 100 | 108 | 106 | 108) 110 lil 
eee | 100| 115 | 116/ 117] 120) 12% 
GWetew:: 235.0... EX: eee | 100} 132} 130] 136] 142 145 
NR 33 5 biek ian» sghes th ectasmchiatala sty .----| 100} 105| 106} 106] 108{ 4111 
United Kingdom ?__.------.----- ei nh eee ---| 100] 118] 118] 122] 127] 132 
Sc (pa BOS Lae COE eect ate 100 | 143) 141} 140] 146] 150 
Cost of living: | 

ND ig 3 liiitant unica densi barecannisuksGerctos 100} 111) 1M} IM) 13 117 
i Lh NE nad 100 | 110) 111] 11] 114 | 118 
el rentlveseeiahin tater taeees 0 | 100} 130| 130! 131] 134| 138 
Germany, Federal Republic of... 100 | 108 | 108} 110) 13; 114 
(SER ARSE FER 07) FS eee 100 | 116} 120} 122] 127 128 
NS aint deGieclon enmaind Ratag Vom Avi | 100] 110} 114) 116) 119 125 
ec gin ese nln sgn nea baten ean ----| 100] 127] 128] 132 138 | 143 
IN SPL at uc darein padedawidadtecwdtbod seins | 100| 106 | 107| 109] 109 } 112 
United Kingdom. .--.......-.----- waeeceeeceneennaeenesnen| 100] 123) 126) 131] 138) 143 
a cil latins abpickin= 64bsihd ahem 79] 100 | 130} 138) 136} 138) 142 


1 Producers’ prices of industrial products. 
2 Manufactured products, except food, tobacco, and fuel. 


Sources: United Nations—Statistical Yearbook and monthly bulletin of statistics, International Mone- 
tary Fund—International Financial Statistics OE EC—Statistical Bulletin. Prepared by: International 
Economic Analysis Division, Bureau of Foreign Commerce, U. 8. Department of Commerce, June 1958. 


Senator FLanprrs. There are 2 or 3 points with regard to these 

uestions that 1 would like to take up with you; particularly in view of 
the fact that unless new light shines on me from some high source, it is 
my intention to support a 3-year extension of the act and to call for a 
new examination of its basis—a thorough professional economic 
examination and a report of a Commission brought to the Congress 
at the beginning of the new session of the Congress in 1960. 

You might well ask why we should have a new report. 
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I have on my desk across the hall at this moment a series of reports 
going back just to 1950 and those reports alone total 11% inches high. 

Why do we need a new one? But I feel that we do. As I set forth 
in this memorandum, it seems to me that the basis of our reciprocal 
trade treaties is fundamentally the free trade basis. It was because 
I had as an amateur, and before I ever though of coming to this place, 
studied particularly Professor Tausig’s book that I became convinced 
that it was a logical basis for national policy. 

With that in mind, I stumped for reciprocal trade. 

At one time I occupied the platform down in Constitution Hall with 
Charles Taft and a full hall. It is the only full hall I have ever had 
before or since. 

I would not do it again until certain questions are asked. Just 
briefly, Professor Tausig assumed that the gold standard would 
automatically tend to keep prices at a level, and then that dollars 
which we paid for imports had no ultimate value except as they 
return to purchase American goods or services. 

Now of course they are hoarded as balances to give financial 
stability. 

Then there was the assumption that there was an elasticity in 
prices. There is only an elasticity one way now. They do not go 
down. 

Then there is a new factor of the increased exportability of American 
know-how, equipment, and capital. There was the assumption 
always then that there were certain things that we knew how to do 
better than the rest of the world. There are, and there have been, 
and so we send all our equipment and capital and know-how abroad. 
And there are other things in there which I will not go into. 

I am just making this statement that regretfully 1 shall ask to have 
the extension for 3 years only and shall ask to have a professionally 
competent analysis made of these points by a commission appointed 
for the purpose. It seems to me, Mr. Chairman, that I am now 
making a speech instead of asking questions. 

If the chairman and the Secretary will bear with me, I will only 
make this speech for 2 or 3 minutes more and then get back to ques- 
tions. It has seemed to me that the very logical conclusions of men 
like Professor Tausig, based on then world conditions, were accepted 
by Cordell Hull and have ever since been accepted by the various ad- 
ministrations and by the State Department as an article of faith. 

They have become a religion. I am just proposing that we see 
what basis of fact and of reasonable inadumianll we may put under 
this article of faith. 

As a matter of fact, you had a religious revival service in town here 
a few weeks ago which again emphasizes the fact that it has become 
a religious faith. 

But let’s examine the basis of our faith. I think we will not come 
out too badly for the things you have in mind. But your foundation 
is very weak at the present time. Let’s see if we can see what we can 
build under it, if anything. 

Now I would like to resume attention to one particular point of 
your testimony with reference to the Common Market in Europe. 

I rather gather, Mr. Secretary, from your section 6, pages 4 and 5, 
that you see certain possible perils to our reciprocal trade policies that 
might arise from the effects of the Common Market, is that true? 
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Secretary Duties. There are possible dangers. We already have, 
of course, in our agreements, provisions which give a measure of pro- 
tection against tariff increases, but we shall need, I think, tariff de- 
creases if the position of the American exporter in that area is to be 
maintained, because at the present time, for example, exports from 
Italy to France pay the same duty as exports from the United States 
to France. 

After this is over, they will not. After this comes into force, they 
will not. Therefore, we will need a certain negotiating facility with 
reference to that situation, if the operation is not to be conducted in a 
way which would be injurious to the American exporter. 

Senator FLanpers. I have long felt that by opening up the Common 
Market, the nations of Western Europe could do far more for them- 
selves than we could ever do for them. 

I have felt indeed that if they can effectively establish that common 
market, they would lose any dependence on us for economic aid, and 
I am a little bit disturbed to find that we are going to perhaps find it 
necessary to interject ourselves into that process. 

I certainly would not want to do it in any way that would weaken 
their ability to take care of themselves. 

Secretary Duties. That, Senator, is our sentiment also. The advo- 
cacy of greater unity in Europe is something which I would say has 
been expressed most eloquently by President Eisenhower before he 
was President. 

I have expressed those sentiments, too, though I do not claim equal 
eloquence, and I have expressed them at various times before the 
Congress. I recall that when I testified here on behalf of the European 
ae program, I put a great deal of emphasis upon that point, and 
you will recall that the original European recovery legislation spoke 
about the importance of creating in Europe a common market. 

This is something we have been working for, and there is certainly 
no disposition on our part to block that in any way. It may be that 
in order to get for ourselves the advantages that go with freer trade, 
we will have to negotiate with it. 

Almost every country in the world is going to have to negotiate 
with this new entity that is coming into being. The United King- 
dom is deeply concerned with this matter, and is more vitally affected 
perhaps, certainly, than we are. But it is important that this common 
market shall be surrounded not by high tariff walls, but by low tariff 
walls, and I think most of the members of the community will want 
that. But there is going to be a very important area for negotiation. 

Senator Fianpers. I think that answers my question. 

I might just remark in closing my part of this discussion that in 
this 11%-inch pile of studies of our foreign trade policy to which I 
referred the top one was the report of the Rockefeller brothers group. 

Secretary Dutuzs. Yes. 

Senator FLanpers. And that just simply left out all the questions 
which I have raised. It took for granted that everything is jake. 
I do not think it is. I think that it needs to be demonstrated that 

everything is jake or what is jake and what is not jake. And so I am 
going to stand out here in the committee, and if the committee does 
not agree with me, on the floor, for the 3-year extension and for a 
professionally eompetent investigation of these questions that I am 
raising. 
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Secretary Duties. When you first expressed yourself, Senator, 
you were not quite so categorical. You said you would stand out for 
that unless you saw the light. 

Senator FLanprErs. Let’s take it for granted that if new light 
shines on anybody it ought to be received and action taken in its light. 

That is all, Mr. Chairman. 

The CuarrMan. Senator Long. 

Senator Lone. Mr. Secretary, there has been some discussion of 
section 7 of the Trade Agreements Act of 1955, relating to articles 
essential to defense. 

My interpretation of that section is that it could apply to almost 
any article that the economy requires, but that the test is the quantity 
of imports, if the imports are in such quantity as to threaten to impair 
national security. 

In other words, we want to be sure that we are able to produce, in 
event of a prolonged military conflict, all that we need of every 
essential article. 

Secretary Duties. Yes; I agree with that. 

Senator Lone. Now, to illustrate that, Congress has actually 
legislated in considerable detail with relation to sugar. 

Secretary Dutuss. Yes. 

Senator Lone. We have a Sugar Act. It does not come under this 
Trade Agreements Act at all. In the case of sugar, Congress has seen 
fit to permit foreign sources to import about 50 percent of our domestic 
needs. On the other hand, Congress has rather firmly protected the, 
roughly, 50 percent that is apparently necessary to maintain a domestic 
industry that could be expanded in wartime sufficient to meet our 
minimum requirements. 

Secretary Duss. Yes. 

Senator Lona. That is in line with the thinking of this section, is it 
not? It is the level of imports, rather than the fact that something 
is essential that determines the application of tariffs. 

Secretary Duuuzs. If I understand it, you are right. The section 
is not designed to prohibit importations merely because they are com- 
petitive with something that is important to the national security. 
It is designed to create a control over that situation when the imports 
are in such quantity as threaten to destroy an industry the vigorous 
life of which is essential or could be essential in time of war. 

Senator Lone. Or if the extent of the imports are such that they 
curtail the industry and its capacity so greatly that the industry could 
not provide for our essential requirements in wartime. 

Secretary Duties. That is correct. I used the word “destroy.”’ 
It doesn’t have to go to the point of destruction. 

Senator Lona. That is one point which I had in mind. An industry 
produces most efficiently, and, assuming any particular price level, 
tends to make the best profit when it is producing at or near capacity; 
over a period of time the Nation has no right to expect an industry to 
maintain a capacity far beyond its production unless some effort is 
made to compensate it, is that not correct? 

* Secretary Dutuzs. Yes, sir. 

Senator Lone. Now, this section here could apply to automobiles 
under certain circumstances, could it not? In other words, we 
would certainly have to have some industry, we would have to have 
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heavy industries that could give us large quantities of heavy produc- 


tion in wartime. ; Re 
| Secretary Duties. Yes, sir. Obviously, we have to have trucks 
and the like in time of war. If the imports were such as to put the } 


i truck-manufacturing business into a condition where we would not 
| have that, this could be invoked. Of course, actually, we are exporters 
ti at the present time of such goods, so it is somewhat academic. 

I Senator Lona. Of course, the automobile industry has proved itself 
i to be one that could be converted to any one of our essential needs, to 
i any one of several of our essential needs in the event of wartime. 

| We have seen that demonstrated, have we not? 

Secretary Duss. Yes. 

Senator Lona. I would like to have, for the record as well as for 
| my own use, the information that you have on the amount of imports 
that we are at present bringing into this country. We could then see 
what our present situation is. I believe you provided us with that 
when we had a previous hearing. Could you provide us with the { 
quantity of imports on an item-by-item basis for the last year on which 
those figures are available? 
| Secretary Duties. I am quite sure we can. Of course, Secretary 

Weeks undoubtedly has all of that at his fingertips. 
| Senator Lone. Can you provide us with some analysis as to the 
quantity of our imports which are not practicable to be produced here, 
such as tropical fruits, coffee, and certain kinds of strategic metals? 
Secretary Duties. Yes; I could do it. As I say, I think that the 
| Department of Commerce is the proper agency to do that. 
Senator Lona. If Commerce will supply it, instead, all right, but I 
| hope that I can have some information comparing the percentage and 
relationship of our imports of articles that can be produced in the 
United States with our production of those same articles. Do you 
have any offhand impression of what that relationship would be? 

Secretary Duutuzs. No, sir. 

Senator Lona. I rather hesitate to ask you to get that, but it does 
seem to me that that is a very significant factor in considering this bill. 
In other words, if we eliminate those things which cannot be produced 
in this Nation, I think it would then be fair to say: How does our pro- 
duction of articles which are imported compare to the volume of 
imports of those articles? 

Senator Bennett. Don’t you mean exported, Senator? 

Senator Lona. No. 

Senator Bennett. The American production of the same article 
for which foreign production is also imported. 

Senator Lona. Yes. 

Senator Bennett. Thank you. I am trying to follow you. 

(The material referred to follows. Additional material was subse- 
quently submitted for the use of the Committee and is retained in the 
committee files. ) 
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CoMPARISONS BETWEEN IMPORTS AND UNITED States Domestic PRopucTION 


In the tables following, an attempt is made to classify United States imports 
by broad groups, according to whether they are of categories wholly or almost 
entirely produced abroad, supplied in substantial portion from abroad to supple- 
ment domestic production, or of kinds of goods the bulk of the supply of which 
originates within the United States. The total for each group is then related to 
two indicators of United States overall production, the gross national product 
and United States production of movable goods. 

It should be noted, however, that the relatively low resulting ratios—approxi- 
mately 2 percent of gross national product or approximately 4 percent of movable 
goods production—do not by any means support the idea that imports could,with 
out severe distortion of existing trade patterns, be spread so that imports uni- 
formly equaled 2 or 4 percent of domestic production of competitive domestic 
output. As shown in the attached World Trade Information Service bulletins, 
part 3, Nos. 57-50 and 57-46, individual ratios of imports to new domestic supply 
vary enormously, even for the broad categories shown, and a move to even out the 
ratios would involve drastic restriction of some, while no tariff incentive that 
could be offered would bring some others up to the overall level desired. High 
duties are by no means the only reason for the bulk of domestic supplies coming 
from domestic sources, and even duty-free treatment will not induce*the impor- 
tation of other goods. 

It should also be noted that any effort to regulate imports by the ratio to 
domestic production would encounter endless difficulties with respect to classifi- 
cation. Many specialties imported are, in fact, only semicompetitive with the 
most similar domestic product. Thus, if narrow classes were established, many 
goods now 100 percent imported would be severely restricted, whereas, if broader 
classes were used, the restriction might be much less severe. Should, for example, 
the relevant class be ‘Scotch whisky,” “whisky,” or “distilled spirits’? This 
kind of choice would have to be made respect most manufactured imports. 
Obviously, therefore, the system would not solve any problem, but would open 
enormous new difficulties, inequities, complaints, and trade restrictions. 


UnitTep States Imports FoR CONSUMPTION BY SELECTED CLASSES 








Summary 
Sci codeisach sesinsasiinssniapbelandeaniediaa 
Percent of | Percent of 
Million United States; United States 
Class dollars gross national) production 
product of movable 
| goods 
I. Imports the supply of which is wholly or almost entirely 
produced abroad: 
MIN. sik ion 8501s cennincrsvensimscesuadnele 2, 438 | 
Nonagricultural.......... GE ST CS HI 2, 020 
| 
IE wand nn cn kcakacuansanadsakenbeacese tee 4, 458 | 1.0 | 2.1 
II, Principal commodities the supply of which is from United ee 
States production in considerable part, but of which | 
substantial imports are necessary to supplement domes- | 
tic production: | 
I ot ln nan micatancmpnsadnemenel aaeuniets 659 
ROI ox. 5ce 5 <n ndine baxanencnanneeicnsauouee 1, 255 | 
Oi ns on ee 1,914 | 4 9 
III, Principal imports of goods in general classes for which “ 
most of domestic demand is supplied from United | 
States production: ! | 
IIT. «cs icivieve sng vicig agree aidan ak eled iene 839 
FIGs cass dacdsagandentatent deamatedatyae an 5, 710 j 
as cinntinn coos ac dianagedocthaceenemeadieniinlgumeuiaed 6, 549 1.5 | 3.1 


1 In many of the categories listed, however, imports consist predominantly, or extensively, of specialties, 
distinctive types or grades, or off-season produce not fully competitive with domestic products of the same 
general classes, 











TRADE AGREEMENTS ACT EXTENSION 


Class and commodity 



























Million 
dollars 
I. Imports the supply of which is = or _—— ese sete iin abroad: 

Agricultural, total. -....... = Lida casedeteden 2, 438 
Coffee. - -. - . AES. cides elit tad 1, 376 
ES ae 135 
ERIC IeL cipltbek cee gs sudan dnd dovadéccasueeacuhis 51 

elias aida e heldisGhnk Hanks bie vpeocsipinns tie dées thp-bitinnivesed Sb smnhsitiid tenths 70 
Oilseeds and vegetable oils, essential and nei are oh ats an ee 124 
Cigarette leaf tobacco (Turkish types)... . Srbecdpberancen Sieger chanease sd alec ebtan ; 68 
ee addabbeebebocnedivabecep sees * 353 
SPE. é anti bie Dae ddd pa Nntiew cen onan akenaee pein onaqeal 25 
Wool, free coarse t CN, inn deins Shteinsse ; : wodeatel 122 
Abaca, sisal, and other hard fibers-- -- i con | 19 
Other agricultural (spices, drugs, casein, goat and kid skins) _- ae Loos wt 9% 

ERE ee ae ae sind iieasis ss 2, 020 
Jute and burlaps............--...- Laila stuido opians Wiest es edie 95 
ye ef 6 pk Septal Sth bd dda Shed te Neheses hie de ; acd 657 

kee hth eethenaneniivers’ Sibel ; a Re 60 
Diamonds. - - --- ----- eee anee ae id aeoows aaa 193 
Aluminum and bauxite.........___- de p Santa 183 
PUN sat cus sida te cakebete ches Did al auld acihdionkh 207 
SS tietides eddie tehsil tase hnipaentaabeneeie s seals dara ns alan latih tea 121 
Manganese ‘and ferromanganese ie eae _ 161 
Chrome and ferrochrome. --_-_-._....-.......-.--...---- Bi. Stu ae Ld | 70 
I i ait clei bhi ckmdtinncsy <bpcnaeudes Secale Jegpilediusc host ees 5s 92 
Other items chiefly supplied by imports--.-.............--- ea : : 181 

II. Principal commodities the supply of which is from United States production in considerable| 
part, but of which substantial imports are necessary to supplement domestic Saree: 

NE A a nin Sinan de cnnduancnacusapeostchecns 659 
SEE SLA TED a a --| 458 
Molasses... .....- 40 
aa e sugar and sy rup.. | 4 
Edible nuts (cashews, Brazil, ‘pistachio, coconut meat—no United States s production) 51 
Apparel wool, excluding cashmere...........-.......--------- sail 88 
Sheep and lamb ea iT it Pi icanbctamaaiotons ; 18 

Nonagricultural commodities, total.....__....-.----- : 5 sldceduneal 1, 255 
Paper base stocks fosed: pulp, you: ; ~ersse 7 : | 317 
sonnet ths immin iaals aurbecaubanaies plas EO : : 285 
ee aly a ae si ‘ 350 
ess ae RS ee : 150 
Zinc... -- oe wea cranes . / 153 

III. Principal imports of goods in general classes for which most of domestic demand is supplied 
from United States production: ! 

Agmosiearel, tots. .................-.- iach ie ean li a hk anda ical | 39 
TNT nhmamaice ; ecandtaawedeaened | 26 
Canned cooked hams, corned beef, and other meat products._...........--------------| 184 
Fruits, except bananas, and preparations (off season, tropical, specialtie RB) nikashtichepamare’ 66 
V egetables and preparations (off season, specialties)... _..........-.----.------------- | 67 
a a ese epsnbooopecsdvcsant 32 
re abenaennbeenwetabesepescns ‘ 111 
Te nd Sete i tad Saco chee Sie biscinhineen edageone 353 

SN ck ecteatals SeM RRA Masinn cachinanthése then sata aenen 5, 710 
OO os . waiicn scm pohgpocoséskenshieen gece 166 
I i th ek a a on 8. eet se enn bbaebaeaseabes 254 
Leather and leather manufactures. ._.............-..------- Sheba repel Coes a 86 
Furs and manufactures (other than coney and caracul)._-.........-...------------- caial 60 
Textile-mill products, apparel, and other manufactures--_-_-...........---.--.---------- 653 
Paper rn ccnnsucsnersbesecanesspapesennans 61 
Sawmill products ad certain hardw er and wood manufactures. -.-........--.---- | 386 
So Sn Sl enwnch atbosece« otk S nc nesnbaateain | 1, 548 
EL od NS 4 > ii savndeneesmiacdoennsbesbaeutouser’ aR ae 132 
oo oe sine sn oc pando caaaeaneennnil 313 
I reer 8 oh = ins ee etnies re ey oe ee a 424 
Neen nt eld ncenlbehnapmanionnaeepehesehdensaseshanl 337 
Aircraft and parts. ................... pe meas OE a nk ee Ee ee ee eee 3 53 
seine ; ad oe 75 
Chemicals and related products (excluding certain fertilizers) - cermre wl 251 
Other, including United States articles returned and other noncommercial. 929 


1 In many of the categories listed, however, imports consist predominantly, or extensively, of specialties, 
distinctive types or grades, or off-season produce not fully competitive with domestic products of the same 
general classes. 


Source: Prepared in the Department of Commerce by International Economie Analysis Division, 
Bureau of Foreign Commerce, from basic data of the Bureau of the Census, June 1958. 
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Senator Matone. Could I ask for clarification? 

I thought you meant what imports into our country now have no 
duty because we do not produce them commercially? 

Wasn’t that the indication of your first question? 

Senator Lone. We might look at the duty question, but what I 
really had in mind is to look at the overall picture. I believe that 
this committee should know—and I should like to have the informa- 
tion available—the percent of articles that can be produced here that 
we also import. We are not a producer of coffee. It would be 
impractical to produce it. 

Senator Matone. You mean that cannot be produced here. 

Senator Lone. I mean both what percentage of our imports can be 
produced in this country and what percentage cannot be produced here. 

Of those articles that can be produced here, how does the overall 
importation of articles compare with the domestic production of those 
articles. I would hope that in making that comparison the sugar 
industry would be left out of the comparison of those artieles that 
can be produced here because that is a special situation. 

My guess is that of articles that we can produce in the United 
States, sugar would be about 2 percent of our domestic consumption. 

I do not believe it would be a very high percentage on the overall. 

Now that leads me to this question, Mr. Secretary. Do you think 
it is possible for Congress to so act or for you to so administer a 
program that no particular industry is injured severely while we 
expand imports at the same time? 

Do you have some provision in this bill similar to the one you 
proposed 3 years ago when you said that we should be able to suspend 
the tariff on articles which are imported in no more than negligible 
quantities? Is that in the present bill before us? 

Secretary Duties. No. 

Senator Lone. You brought that provision to us 3 years ago, but 
the Congress did not give it to vou. It now seems to make a great 
deal of sense to me provided that we had some protection that would 
go into effect when the quantity of importation became more sub- 
stantial. 

Secretary Duties. I understand, Senator, that we felt that that 
provision had only marginal value. 

There was considerable opposition to it I think 3 years ago and we 
just dropped it this year. 

Senator Lone. You would have no objection if the Congress saw 
fit to give you that recommendation 3 years after you advocated it? 

Secretary Duties. No. 

Senator Lona. It has been my feeling, as I suggested Mr. Secretary, 
that in expanding foreign trade we ought to try to spread the burden 
of foreign competition. Fifty percent of our sugar is imported, but only 
15 percent of our oil. Certain industries must compete against a 
great volume of foreign imports, while others have a high tariff wall 
and have no foreign competition at all. 

It seems to me as though in the latter cases a small amount of 
foreign imports would be a healthy thing. It would help keep prices 
in line and give the consumer a greater variety of choice. I take it that 
you would largely tend to agree with that. 

Secretary Duties. I think you have got to think of these things 
from the standpoint of quite a number of facets that all these pro- 
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pone have, and there isn’t any simple single formula that you could 
apply. 

Senator Lona. I have tried to come up with one on occasion. I 
do not have the experts available to me that you have, but it has 
several times seemed to me that perhaps we could work out some 
formula that would exclude a tariff on imports up to about 1 or 2 
percent of the domestic production of a commodity above this per- 
cent of the market a tariff would go into effect, rising to a slightly 
higher level at 5 percent and to a much higher level at 8 or 9 percent. 
I have never seen that sort of thing proposed by the administration. 

I would hope, though, that some day we could find some way of 
spreading this burden rather than allowing some people to be faced 
with the danger of going out of business because of rede imports 
while others are being well protected. 

Secretary Duties. Of course, that is the way really I think the 
peril-point clause is supposed to operate. 

Senator Lone. Of course, as you know, even with the peril point 
provision there are many individual injuries which are not corrected. 

Last time we held hearings on this matter I voted, I believe, 
pretty closely to the administration’s position. 

I received about 3,000 letters from the textile industry in Louisiana. 
This time I have not received any because these men are out of busi- 
ness. Louisiana has expanded enough in other industries, some of 
which are related to trade, for us to make this up and perhaps more 
than make it up, but it does seem to me that some industries do 
have the right to urge that we spread the burden of foreign competi- 
tion. 

I understand that our commitments with these foreign nations in 
many instances go directly against any quota limitations, or do we 
have the right to impose quotas pretty freely? 

Secretary Duties. The general provision that we have is against 
quotas with certain exceptions. 

Senator Lone. That is the General Agreement on Tariffs and 
Trade. 

Secretary Duuuss. But the theory is that you do not propose quotas, 
yes. 

Senator Lone. And therefore, you try to avoid quotas insofar as 
possible. 

Secretary Dutuzs. That is correct. 

Senator Lona. Mr. Secretary, as I understand it, you favor this 
multilateral arrangement and the favored-nation clause in preference 
to a bilateral arrangement. I sometimes wonder whether it is to our 
advantage to strip ourselves of power in international affairs that 
could perhaps be used to our advantage on occasion. Do I take it 
that you feel it is advantageous for us to enter these arrangements 
without getting any concessions from the foreign country? Other 
countries are able to benefit from our according them favored-nation 
treatment even though in some instances those countries act in ways 
that are very much against the interests of this country. 

Do you feel that it is better for us under this Trade Act not to have 
any power to bring pressure to bear upon them if they nationalize 
pemeenen investments, or if they go very much contrary to our foreign 
policy” 
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Secretary Duties. I believe as a practical matter it is extremely 
difficult to administer a tariff policy which is other than on a most- 
favored-nation basis. 

You get into just inextricable quarrels and claims that you are 
favoring one as against another. 

I think it is not possible really to operate on that basis. 

It just is too complicated and involves too many hostilities, ani- 
mosities, comparisons. I just do not think it is practical. 

Senator Lone. Sugar, of course, has been a complete exception to 
that. We like to sell rice to Cuba, and Cuba sells the greatest portion 
of her sugar crop to us. She is very happy with that arrangement. 
She always wants to sell us more sugar, and we always want. to sell 
her more rice. If she decides to cut us off from rice, we can always 
take this into consideration when the Sugar Act expires. 

Secretary Duties. There are a few cases, a few commodities per- 
haps where this works, and sugar is about the only one where we 
have found it practical to work on that basis. 

Senator Lone. I know that you have urged that this should be a 
major segment of our foreign policy. 

I know that you testified to this effect some years ago, and, if that 
is the case, why do we administer our foreign trade in such a way that 
we deprive ourselves of the leverage of using it to further our foreign 
policy? 

In other words, it seems to me as though there would be a great 
number of cases where, if a country cared to nationalize our invest- 
ments or to depart completely from the arrangements and the good 
faith agreements we had made with it over a period of vears, there 
would certainly be a lot of things that we could do with our trade 
policy if we had the power to do them. I have never understood why 
we did not at least vest that power somewhere where it could be used. 

Secretary Duties. Of course, we are not without other weapons 
to use, you know. 

We are not wholly without pressures to bring to bear without 
exerting them in this particular field. 

Senator Lone. Mr. Secretary, when our people went over to the 
conference on the law of the sea, a conference I thought very important 
to us, quite a number of nations declined to give much consideration 
to defense problems and voted contrary to our position. They simply 
wanted to catch more fish or to have more territorial waters to claim 
for fishing purposes. 

Secretary Duties. That is right. 

Senator Lone. Now in that case in many instances the market for 
their fish was right here in the United States. It would seem to 
me that the United States could have been more successful in achieving 
its goals if we had pointed out to those people that if they could not 
understand the defense problem that we could not be very sympathetic 
to their trade problems as far as the market for their fish was con- 
cerned. They might then have cooperated with us. 

As it was, some of the very people who depend most on us for the 
market for their fish proceeded to fight the position of the United 
States in order to catch a few more fish. I guess the same thing 
would apply in many other respects, and I hope we do not see our- 
selves stripped of the power that we could use. Other countries 
make us accept their position demanding commercial concessions 
while we strip ourselves of power to act in a similar way toward them. 
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Secretary Duties. I would say, Senator, that we have plenty of 
power in the world. 

The question is whether you try to use this power in a coercive 
and threatening way or not, which raises some serious questions. 

I believe that as the world is today, and given the relationships 
which we for our own sake need to establish with other countries, 
that it is not a good idea for us to go around just brandishing our 
power and saying, “If you do not do what we want in this respect, 
we are going to put you out of business.”’ 

Now I know what the answer to that will be. They will say, “Well, 
all right, we will tie up with the other fellow.”’ 

Senator Lone. Perhaps so, but, of course, there are many facets to 
the question. The point I have in mind is the question of how far 
you go. 

Secretary Dutuss. Yes. 

Senator Lona. I recall a situation where, on some votes, even Mr. 
Syngman Rhee’s South Korean government voted against us. Chiang 
Kai-shek’s government voted against us on vital things. It seems to 
to me it was as much to their advantage to vote with us as against us. 

I just wonder whether it is all to our advantage to put ourselves 
into a position where people who depend upon us for their defense 
can with impunity disregard our wishes in matters relating to our 





mutual security. 

They can continue to get everything they want from us but they 
do not have to cooperate or help support our position. 

Secretary Dutuxrs. Those situations are distressing, but I believe, 
Senator, that we are better off to have association and free nations who 
feel that they cooperate or not according as they see it to their in- 
terests rather than try to develop satellites that we crack the whip 
over. 

Now you may get some immediate advantages through cracking 
the whip but in the long run I think you accumulate more disadvant~ 
ages and I just do not think that is the American way of doing it. 

Senator Lone. You may describe it as cracking the whip. Mr. 
Secretary, but I have oftentimes seen the indications that the Golden 
Rule does not work as well as some of us would like to have it work. 
Now and then some people tend to advocate a different rule, ‘Do unto 
others as they do unto you.’’ When other nations discriminate 
against us and treat us unfairly, it does seem to me that it might be | 
to our advantage to have the authority, even if we never used it, 
to act in a similar fashion with regard to them. | 

| 
; 
| 





I think sometimes they might treat us with greater consideration 
if we had that particular power. 
Secretary Duuuzs. I think we are not lacking in power. It is not 
our policy to use our power in those ways except in extreme cases. 
Senator Lona. I just question the advisability of passing a law so 
that you cannot use the power even if you think you should. You 
would not only not have the power but the other fellow would know 
that you did not have it. 
That is the question that occurs to me. 
Thank you very much, Mr. Secretary. ) 
The CuarrMANn. Senator Malone. 
Senator Matone. Mr. Secretary, this act has been extended 
10 times, I think you testified. 
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Would you mind including in the record at this point the dates and 
the length of the extensions, that is, the length of time for which it 
was first passed as an emergency and then the dates of its extension 
together with the time of the extension. 

Secretary Duties. Can I supply that, Senator? I do not have it 
actually in my hand. 

Senator Matone. Yes, I understand. 

(The information referred to follows:) 


TRADE AGREEMENTS ACT, ENACTMENT AND EXTENSIONS 


1. The original act authorized the President to enter into foreign trade agree- 
ments for a period of 3 years from June 12, 1934, the date of enactment of the act 
(48 Stat. 943). 

2. The President’s authority to enter into foreign trade agreements was extended 
by Public Resolution No. 10, 75th Congressional, for 3 years from June 12, 1937 
(50 Stat. 24). 

3. The President’s authority to enter into foreign trade agreements was 
extended by Public Resolution No. 61, 76th Congress, for 3 years from June 12, 
1940 (54 Stat. 107). 

4. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 66, 78th Congress, for 2 years from June 12, 1943 (57 
Stat. 125). 

5. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 130, 79th Congress, for 3 years from June 12, 1945 
(59 Stat. 410). 

6. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 792, 80th Congress, from June 12, 1948, until the close 
of June 30, 1949 (62 Stat. 1053). 

7. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 307, 81st Congress, (which repealed Public Law 792, 
80th Cong.) for 3 years from June 12, 1948 (63 Stat. 697). 

8. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 50, 82d Congress, for 2 years from June 12, 1951 (65 
Stat. 72). 

9. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 215, 83d Congress. for 1 year from June 12, 1953 (67 
Stat. 472). 

10. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 464, 83d Congress, for 1 year from June 12, 1954 (68 
Stat. 360). 

11. The President’s authority to enter into foreign trade agreements was 
extended by Public Law 86, 84th Congress, (69 Stat. 162) until the close of 
June 30, 1958. 

Senator MaLonn. Such extensions have, however, been from 1 to 
3 years, have they not? 

Secretary Duuuxs. Yes, sir. 

Senator Martone. One year, [ think, on three occasions. 

Secretary Dutuszs. I think so. 

Senator MaLtone. Never more than three, and always an emergency 

Secretary Dutuzs. Yes, sir. 

Senator Matone. You have asked for 5 years? 

Secretary Dutuss. Yes, sir. 

Senator Matone. And a 25 percent further reduction in duties or 
tariffs. 

Secretary Dutuus. Yes. 

Senator Matone. And you do believe, I think from your testimony, 
that this act should be permanent? 

Secretary Dutuxs. | believe that the concept that underlies the 
act is good as far as we can see. Now you can imagine a change of 
world conditions where it would not be valid anymore. I would hesi- 
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tate to say that any particular thing is good for eternity because we 
are in a world of change. 

But I do believe that given the world as it is today, that this is a 
sound principle on which to operate. 

Senate Matong. And should be permanent under the conditions 
as you understand them to be. 

Secretary Dutuzs. So long as the conditions are permanent, yes. 

Senator Matong. I believe you testified on the matter of foreign 
aid, that that should become permanent, did you not? 

Secretary Duties. No, I do not think so. 

Senator Matonz. I will have to locate the quotation. 

Secretary Duuuzs. Yes. 

Senator Matong. But I am sure you gave that impression. 

Secretary Dutues. I think I said that so long as the peril exists 

Senator Matonse. You may be correct—You have said so long as 
the emergency exists and the emergency seems to be permanent. It 
has lasted 24 years and shows no sign of being allowed to abate. 

Secretary Duties. All right. 

Senator Matong. It seems to have been assumed that the emer- 
gency is permanent. 

Secretary Duties. Thank you. 

Senator Matone. Does this bill, H. R. 12591, in any way approve 
the organization that has been referred to as GATT, the General 
Agreements on Tariffs and Trade? 

Secretary Duties. No, sir. 

I think there is an express disclaimer of that. 

Senator Matong. The act has been before this committee several 
times and the Congress always included the disclaimer, so you have 
included it yourself this time, have you? 

Secretary Duties. The House put it in. 

Senator Matonge. The House put it in. You did not include it? 

Secretary Dutuss. No, sir. 

Senator Matonr. Were you Secretary of State when the Inter- 
national Trade Organization came before the Congress, or Assistant 
Secretary of State? 

Secretary Duties. I have never been Assistant Secretary of State. 

Senator Martone. What did they call you when you worked for 
Acheson? 

Secretary Duties. I worked as a consultant on the Japanese 
Treaty, if that is what you refer to. 

Senator Martone. And the Japanese Treaty is the extent to which 
you were ever consulted by him. 

Secretary Duss. Yes. 

Senator Matongr. You wrote the Japanese Peace Treaty? 

Secretary Dunes. I am generally considered to have played a 
leading part in that. 

No one person does it all himself. 

Senator MaLone. It was under your direction? 

Secretary Duties. That was my job, yes. 

Senator Matone. You know that the Japanese now are negotiating 
with Communist China for trade treaties? 

Secretary Duties. No, sir. They have broken off negotiation. 

Senator Matonn. That is right, temporarily I think. There is no 
question of their future relationship—they will trade with China no 
matter who controls that great country. 
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They were in Peking to make a trade agreement, were they not? 

Secretary Dutuxs. A trade agreement was negotiated by the 
business people of Japan, but its terms were not found acceptable 
from a political standpoint. 

Senator Matonr. When the Japanese treaty was before the Senate 
for approval I made a statement on the future relationship between 
Japan and China—they of course will resume trade with China. 

How many nations have recognized Communist China now? 

Secretary Dutuxs. I do not have the precise figure. I would say 
approximately 25, something in that general order. 

Senator Matong. Does that include all of the European nations? 

Secretary Dutuzs. No, sir. 

Senator Matonr. How many? 

Secretary Duturs. Are you talking about Western Europe or 
Eastern Europe? 

Senator Matone. All of Europe. 

Secretary Duuuzs. All of the so-called Soviet bloc countries of 
Europe have recognized Communist China. 

Senator Matonzr. Then what you would call free Europe. How 
many of them have recognized Communist China? Name what you 
can remember and then you can complete the record. 

Secretary Duties. The United Kingdom has, Sweden has, I think 
Denmark has. 

I would not want off hand, Senator 

Senator Matonr. Would you complete the record? 

Secretary Dutues. Yes. 

(The following was subsequently received for the record:) 





RECOGNITION OF COMMUNIST CHINA 


Twenty-six nations members of the United Nations and one other nation, 
Switzerland, recognize or have diplomatic relations with the Communist Chinese 
regime. In addition, four other Communist regimes (Hast Germany, North 
Korea, Outer Mongolia, and North Vietnam) recognize the Communist Chinese 
regime. The 27 nations recognizing Communist China are: 


Afghanistan Norway 

Albania Pakistan 
Bulgaria Poland 

Burma Rumania 

Ceylon Sweden 
Czechoslovakia Switzerland 
Denmark United Arab Republic 
Finland United Kingdom 
Hungary U.S Re 
India Byelorussia 
Indonesia Ukraine 
Israel Yemen 

Nepal Yugoslavia 
Netherlands 


There are, on the other hand, 42 members of the United Navions and 3 other 
nations (Republic of Korea, the Vatican and the Republic of Vietnam) which 
recognize or have diplomatic relations with the Government of the Republic of 
China. 

In addition, the Federal Republic of Germany recognizes neither the Communist 
Chinese regime nor the Republic of China. 


. . y e _ 7a 

Senator Matonre. When Great Britain, England, recognized Com- 

munist China, did that include their member nations of the Empire? 
Secretary Duties. Some of them and some not. 
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Senator MaLtonr. Would you complete the record in that regard? 

Secretary Dunes. Yes. 

Senator Matonr. Now the ones that have recognized Communist 
China trade with Communist China, do they not? 

Secretary Duties. Yes, and some who do not recognize neverthe- 
less trade. 

Senator Martone. Yes, I think that is exactly right. And, of 
course, it was proven through congressional hearings, that these 
nations also were trading with Russia with certain strategic materials 
like copper, were they not? England, for example? 

Secretary Duties. No, they are not trading in strategic goods. 

Senator MatLone. Copper is strategic goods. 

Secretary Duties. We have a list of strategic goods. 

My recollection is that copper so far has been kept on the strategic 
list, and that there is not trade in copper. 

There is trade I believe in copper wire. 

Senator MaLone. What is copper wire made out of? Copper? 

Secretary Duties. That is correct. 

Senator Matone. Once you have copper, no matter what form it is 
in you have copper; do you not? 

Secretary Dunes. Yes. 

Senator Matone. For any purpose. 

Secretary Duties. You can always melt it down. 

Senator Matone. I will ask permission to have included in the 
record at this time a list of strategic and critical materials that is 
furnished by the armed services from time to time. 

It appears on page 10 of the Senate Report 1627, 83d Congress. 

Senator Lone. If that is already available, Senator Malone, that 
will be printed in the record. 

Senator Matonr. At this point. 

Senator Lone. Yes, the document to which you have referred with 
that page reference. 
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(The document referred to is as follows:) 


List oF STRATEGIC AND CRITICAL MATERIALS 


Group I 


Abrasive crude aluminum oxide, p. 48 

Aluminum, p. 48 

Antimony, pp. 43, 190 

Asbestos, amosite, p. 47 

Asbestos, chrysotile, p. 47 

Asbestos, crocidolite, p. 47 

Bauxite, metal grade, p. 48 

Bauxite, refractory grade, p. 48 

Beryl, p. 52 

Bismuth, p. 53 

Cadmium, p. 57 

Celestite, p. 61 

Chromite, chemical grade, pp. 61, 189 

Chromite, metallurgical grade, pp. 61, 
189 

Chromite, refractory grade, pp. 61, 189 

Cobalt, p. 67 

Columbite, pp. 150-151 

Copper, p. 72 

Corundum, p. 78 

Diamonds, industrial, p. 78 

Fluorspar, acid grade, pp. 79, 229-234 

Fluorspar, metallurgical grade, pp. 79, 
229-234 

Graphite, amorphorus lump, p. 85 

Graphite, crucible grade, p. 85 

Graphite, lubricant and packing grade, 
p. 85 

Kyanite, p. 87 

Lead, p. 88 


Magnesium, p. 94 

Manganese ore, battery grade, pp. 95, 
188 

Manganese ore, chemical grade, pp. 95, 
188 

Manganese ore, metallurgical grade, pp. 
95, 188 

Mercury, pp. 100, 186 

Mica, muscovite block, good stained 
and better, p. 105 

Mica, muscovite block, stained '(radio 
tube quality), p. 105 . 

Mica, muscovite film, p. 105 

Mica, muscovite splittings, p. 105 

Mica, phlogopite splittings, p. 105 

Molybdenum, p. 107 

Nickel, pp. 107, 150 

Petroleum, pp. 234-250 

Platinum group metals, iridium, p. 150 

Platinum group metals, platinum, p. 150 

Quartz crystals, p. 112 

Rare earths, p. 112 

Selenium, pp. 114, 150 

Tin, p. 116 

Titanium, pp. 121, 195-197, 199-212 

Tungsten, pp. 123, 185 

Vanadium, p. 129 

Zine, p. 130 

Uranium, pp. 214-219 

Thorium, p. 150 


NONMINERALS 


Bristles, hog, p. 142 

Castor oil, p. 139 

Coconut oil, p. 139 

Cordage fibers, abaca, p. 138 
Cordage fibers, sisal, p. 138 


Cotton, extra long staple, pp. 141, 145 
Feathers and down, waterfowl, p. 142 


Hyoscine, p. 137 

Iodine, p. 85 

Jewel bearings, instrument jewel except 
vee jewels, pp. 86, 87 

Jewel bearings, sapphire and ruby vee 
jewels, pp. 86, 87 

Jewel bearings, watch and 
device jewels, pp. 86, 87 

Opium, p. 137 


timing- 


Palm oil, p. 140 

Pyrethrum, p. 137 

Quinidine, p. 138 

Quinine, p. 137 

Rubber, crude natural, p. 140 

Sapphire and ruby, pp. 86, 87 

Shellac, p. 138 

Silk, p. 141 

Tale, steatite, block, facing p. 146 

Sperm oil, p. 140 

Vegetable tannin 
facing p. 146 

Vegetable tannin extract, quebracho, 
facing p. 146 

Vegetable tannin extract, wattle, facing 
p. 146 


extract, chestnut, 
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Group II 

MINERALS 
Bauxite, abrasive, p. 48 Platinum group metals, palladium, fac- 
Cryolite, natural, p. 50 ing p. 150 
Graphite, crystalline fines, p. 85 Platinum group metals, rhodium, facing 


Ilmenite, p. 198 , 
Mica muscovite block, stained and Platinum group metals, ruthenium, fac- 


lower, p. 105 ing p. 150 
Mica, phlogopite block, p. 105 Rutile, p. 197 
Platinum group metals, osmium, facing Zirconium ore, Baddeleyite, p. 136 
p. 150 Zirconium ore, zircon, p. 136 
NONMINERALS 
Agar, pp. 137, 141 Optical glass 
Cotton, p. 141 Tale, steatite, ground, p. 115 
Diamond dies, facing p. 146 Wool, pp. 141, 192 


Emetine, p. 137 


Senator Matone. You will find copper very prominent on that list, 
Mr. Secretary, and the definition of it as a strategic or critical material, 
so designated since our domestic production does not equal our con- 
sumption and it is indispensable in an emergency. 

Secretary Du.usEs. Yes. 

Senator Matoneg. That is the general definition; is it not? 

Secretary Duuuss. I believe so; yes. 

Senator Martone. On this list there are 77 such materials I believe 
grouped in group 1 and group 2. So that there will be no argument 
about what is strategic. 

These nations do trade in many of these materials, do they not, 
with Communist China and, it has even been shown, with the Soviet 
bloc. 

Secretary Duties. They trade; yes, sir. 

Senator Matone. Mr. Secretary —— 

Secretary Duties. If I may say so, of course the United States 
also trades with the Soviet bloc. There is no prohibition of trade 
with the Soviet bloc. 

Senator Matonge. What does our trade consist of? 

Do you have the list or could you furnish it? 

Secretary Duties. The Department of Commerce could furnish it; 
yes. 

Senator Matonr. Could you get it and make it part of your testi- 
mony? 

Secretary Duties. Yes. 

(The following material referred to was subsequently received for 
the record:) 


| 
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Table 3. United States Trade With Principal Countries of Eastern Europe, 


1947, 1956, and 1957 


[Thousands of dollars} 


Commodity 


TRADE WITH OZECHOSLOVAKIA 


U. 8. exports to Czechoslovakia, total. ...............-........------ 
I nin nko scindninme on qewaha lice emanaiies wendcasipedahhinnemamelidoate 
Pets SUMO GG MORE HOGNO ak on hac knee cccccencciccecewcccccseceuntsecen 


Dairy products 


ene eee ee, ee 


RN AS hn CLL LEL ELL AEE RE 
Hides and skins, raw, except furs 
Leather and manufactures 
Furs and manufactures 
Tallow, inedible 
Pear] essence 
Rubber and manufactures. - ----- 
Rosin and other naval stores_-_-_-- 
Vegetable oils and fats, inedible 
I iota anineéncbegehtoeiakeabninnee oes eemeis 
oe ga and manufactures 

oO 






Pencil eee I a cn 
Petroleum products 
a SE ae os RE RE ee ee eee 
ee Oe is cideansipeabetecnesnswacneses 
Iron and steel-mill products and advanced manufactures. .. - 
I 0 Ee - , dniindasacthbabouwne 
Zinc, cast in slabs, pigs, or Ey 

ey es E,W cc nccnasncdcdancnenconcscecsccss : 
Electrical machinery and apparatus. ...................---.------------ 
Industrial machinery 
eee i cuckepcntnwenennadouices 
Agricultural machines, implements, tractors, and parts 


Automobiles, trucks, buses, parts, and accessories_............-...-- eee 


Neen i a ce dbnh cubiesanaeasente : 
Medicinal and pharmaceutical preparations 
a sek b wand edescdiwenneceeewecae 
I itn aerianinonenme 
Scientific and professional instruments, apparatus, and supplies__------- 
Private relief shipments. 
dink pbibidbekeeossuneececaae 
Ee eg kd) ie.  sbidpanankindainbtneniondsase 


U. S. general imports from Czechoslovakia, total..............------ 
U. 8. imports for consumption from Czechoslovakia, total ?_._..---.. 
Canned cooked hams and shoulders and other prepared pork 
Leather manufactures 
I Set TB 8 TT Oe oS ain cunlggincnausbandaidendounde 
Hats of fur or fur felt and other fur manufactures 
Feathers, crude 
Ue Le ei Saale cd ehicctccbhinedimbabuddneabehes 
ee D ekuaunneehGenvsaceasauncauiian 
eae ee 
Flax, hemp, ramie, and manufactures. 
Wool manufactures i a ls sateen 
ss ie dicikin sate smacmbeapedebens 
Textiles and textile manufactures, other. .....................--..------- 
Wood Py ee a maniwiaet aon 


Semen wax a cere aewied 
Imitation precious or semiprecious | stones 
a ad cs cmedgee 
Nonferrous metals, except precious metals___._..............-.- 
Jewelry, rosaries, and other metal accessories_................-- 

M achinery piiadickiann tn wipnilhddsaeiicianh ocmdiel Nain ddibinn Re ytetidwtniinmiiownann 
Automobiles, new, ‘complete oe inane oy ite reeeeltbhtien-e-a----- 
a cea cle 2 cial b Rie nal achalasia mort 
Bicycle parts 


See footnotes at end of table, p. 62. 





1947 | 1956 
49, 094 765 
Bi Ge felinwnduns 
LE ish dndewen 
| eee 
fp eee eee 
BPP Eakescdesos 
22 
2 129 Sea iad 
OO re OF teas 
Bt iccnan duces 
fe 
72 
4, 116 125 
860 46 
UT fesensss 
981 33 
1, 464 27 
- |. 
116 177 
BED ledeuode 
26 6 
BEE Sais dies 
179 |- an 
1, 066 
718 
487 15 | 
1, 333 2 
6, 500 56 
756 3 
1, 298 23 
Ga? iccaiad s 
Eee Sanuweda 
674 | ll 
1, 122 3 
861 6 
730 1 
2, 157 | 95 
2, 413 40 
492 2 
23, 210 5, 960 
20, 147 5, 871 
Sadi 771 
193 9 
279 55 
146 199 
313 67 
2,910 |.. = 
590 5 
943 14 
830 79 
284 2 
elieas : 581 
703 33 
47 | 77 
2, 255 1, 188 
178 | 8 
28 | 61 
4, 591 1, 296 
a | 66 
551 21 
792 | 2 
39 | 16 
4 | 5 
() | 316 
104 65 
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Table 3. United States Trade With Principal Countries of Eastern Europe, 


1947, 1956, and 1957—Continued 
(Thousands of dollars] 


——— EEE 





























Commodity | 1947 1956 1957 
TRADE WITH CZECHOSLOVAKIA—Continued 
I ol ex cuiwvitigmmaiqn etn hilinaineensaiineninaentnninaiessimadaammeantt 587 44 108 
a i a i ail lal Ca i Sian a ctliae oec Cemng eae 184 1, 046 
I «(ctin< dp davetvhanechikhhses nts tide eaeennbdeodppekhibesesens 16 36 [osccnccoun 
Chemicals and chemical products, other. --.................-.....-.------ 101 47 35 
Musical instruments, parts, and accessories---_-._.............-...-.------ 318 18 14 
Books, maps, pictures, and other printed matter_...................------ 136 118 173 
Beads and fabrics and articles of beads_.................--..----..-------- 2, 018 305 283: 
EOI Eid on ns enue kevaaniee pnb baukinh dieeasawkebanaananemeaeetan 478 1 + 
ST CL cnnnecdhcicdertbbkkebhnasanebuekibeenhoanniannakenwenwen 713 4204 4442 
TRADE WITH EAST GERMANY 

U. 8S. exports to East Germany, total................-...-- <alitttiiniasti (5) 441 265 
RE Ee SUNG. «cinta deunees obueee ween ee etaggtne cans ONEA NL Sataiinltbccsaueee eee 7 
EE ELLE LEELA LO ee (Mite acor. 9 16 
in on er ankgusndnbdaknshhs svkbheteeasieesabhekikarte ers cinta Se Era at eee 71 
rs C0 POOL... ....ocucseceubnadesdsseaksnababesbacseecusasus tacbbmee 167 168 
i, Ce... ccdntaceverhunesesasebasebbakuahsasasssctsedtsuniaseced ects 
RE Tae aang RSE maa aciinddaaammaa 2 
Parts for printing and typesetting machinery---..............--..-.------ SS aie dain WEL. .~cnssen 
Fertilizer and fertilizer materials. ............-- cep daihikinccakndee ww anbadabananeiasa OUP ih Sa ceed 
UE ii pdaeanmiaainia eae aamaaiiaiaihnideainiiaia weekend } 2 1 

U. S. general imports from East Germany, total_..............-.--- (5) 5, 455 4, 881 

U. 8S. imports for consumption from East Germany, total ?_......_-- (5) 5, 659 4, 907 
Ci... hl oo. 2 scncugueniabbammeuabanieimemsanta agonal Ot ness sy 
asses rch inspects tnbenetastama tans a wi dct eres 386 406 
NN Re ee Se ee ee Sewmabownn 108 85 
IU A an cesncechimhciiarclsdika gin Sl digi cao 58 141 
I ss wcy serena cpds.u'vo om emits estan Sci Ua wien aad a laces 138 84 
icc nt lotic ein cpt Ata a le Nepal a aaa 506 315 
Ei kPa oatinin ea dcieuiennelekeiamnesebamtanal pimeahae 122 226 
EE NE, . c chnkduid cede acendabadstune ub kdeseeathebadiaetineudas poewedinte 6 153 
es lai a Se EA oa nile ncaa ed See e ee hicnkaaeaenan GB ice eeentax 
OO  .. cnncnscbmanmamecieadhéaaaaeucwamasil ota cae 46 
I es. Naimsinnnenmms octacieewiednandddhs kaise Bnineea 38 121 
Fertilizers and fertilizer materials. _.................---.-.------.--- (cevbabicncentnd 1, 444 1, 436 
Photographic goods____...........-.--.--- isi Sad atin itera a ranihes teilaiind eau ahdittae a eee 2, 098 1, 168 
Musica] instruments, parts, and accessories...................------ okanciedia, Rectan 191 146 
a hk din ca clas ine ie ee ol Reni ela Aaa Secchi 168 264 
RET ene) Se ee eee ee Pen. reer Lanta nian 4 327 4316 

| | 
TRADE WITH HUNGARY 
Tare EE OF RII COUN iecvncninconsccmonsceeusduetseneuee 12, 859 2, 006 5, 320 
I i ee eens 256 |_- tu Seaecate tere 

TS AD oe SE cee tibianalalliuaeiengiiitintes OP ince 2, 385 
Seed corn, except sweet seed corn..........-...-.---.--.-......--- sa : Oh cranes 
5 ee  sanendubecnepetnetniiinainties 1, 045 OTR Boiccbin dass J 
Teedes OG Skis, raw, emeent TUr8.... .. 2... o enc ccccccnccsccecce paenaialeell 26 285 13 
Leather and manufactures .._................------- iintraguiohmineis renee 298 an alia ’ 
Ee 6. ckagincsigerlnasinnecnreenesuapeeDes auain  tiekkh 665 908 
en IRI 1. .  cnicngindidwmnniinosedatabenewns scisatish 114 76 2 
I Be eh scenes wb igmenmaeuates GAT ba ccnnnckswels decenmsin 
Tobacco and manufactures......................- nasil nha dint akubateaant ‘ WB Lh ncndacunntensdieees 
I MO Ss a7 can us eb pintemnndiucenqmdimmmuaide ata lids 230 |. 41 
he La tet gan cd nesennsataadeueenesaer 2 =e 1, 669 
I a alee DOD A icinenccshavnest hens 
I silence grecmacin em iniaeabaenelell MB hicanshs nabidactebind 
i 2 OM en shaia mes eeeeaeaeene ena DF sicistns daneaeghades 
re Cl... cusewcencsunésessoaasensas 4 oe iodiet ~ 
EE LA. in. cws cubcnineescenssseséateuceddusssedses Ine 300 8 1 
Automobiles, trucks, buses, parts, and accessories _.................----- 227 | 9 bic adiidens 
rt C00 COMMING: GEMOP. nn ccncencsncceseecccenssscséssseces 181 17 1 
Coal-tar products.................-_-- ade hh ica Siete area 506 | sa 
Medicinal and pharmaceutical preparations........................- 238 | 7194 
Sc Se seabed wie’ RRR, © 
Photographic and projection goods..................-...-...-..-..--.----- | OO Rt. 24. ; 24 
I a | 6, 669 208 48 
i oa ccdhcscacaindnnabaedaaleiiiaias ES, 398 5 30 
Se DT cst eerchiuhicoaicnmscseleomsennciabiealinghbcnes oat 130 | 2 | 4 


See footnotes at end of table, p. 62. 
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Table 3. United States Trade With Principal Countries of Eastern Europe, 
1947, 1956, and 1957—Continued 


(Thousands of dollars] 


















































Commodity | 1947 | 1956 | 1957 
TRADE WITH HUNGARY—Continued 
8, genera imports from Hungary, total. __.................__- js 1, 501 1, 162 729 
mports for consumption from Hungary, NES irecetiscic ines ; 1,472 1, 237 726 
meee including poultry, prepared or preserved______.......-.-..-.....-. | 45 2 4 
ee eee cere ee ; 109 27 9 
Wines and other beverages : secant 15 41 49 
Furs, undressed ............-- 103 10 
Feathers, Rn a cealneemine sana 837 287 133 
Drugs, herbs, leaves, and roots..........................--  mereseeie 22 25 20 
Clover, vetch, and other seeds, except oilseeds___._.........._._--_- eae 27 30 144 
I i nd nes eee ih rbd thea LEE oecade <b sant 34 26 
I ae a 5 te 13 34 14 
eee et ee abendantheatanteneusexne ; 368 5 
{ Textile products, other____......_..______ sein iiicneatatecuaniass nie acted 8 | 12 
een ane been of willow or osler...............................-.. 4 (3) 82 36 
I 21 53 24 
I 4 30 32 
Books, maps, and other printed matter. ...................---.-.--- 68 125 134 
Neen cies , 9 21 30 
A aa in a ei ei lee lepine alge 191 4 66 454 
TRADE WITH POLAND AND DANZIG 
U. 8S. exports to Poland and Danzig, total..............-...-- ..--| 107,705 3,715 73, 218 
ST side bak iancduawawsguaunsedsnnddaboudihabiaewod | 43,258 
EEE TI [EEE SS oe a oe | 3,110 er 
I or chcsaicncerincntshathshnanaesecseunensnns | 3,253 
Dairy products __ a data a ohn alt ab die cheat obec anil ic 2, 030 (3) 
io, ede Senekinndakiesdandubwnkhadhemniacmncncsde i} 3. 475 { i 
Seed corn, except sweet seed corn...............-.-.-.---.--------..-- wer 173 ae 
a ine oem icneiicwions6ti sinivinintikions cvaul aan 28, 279 
Nk en atanebeuneiddecneteradnasacccnmesenne | 12,822 . eaee 
Grains and preparations, a daria wea oe 1, 316 : el ‘3 
Soybean Got, edible....................-.22..-0- cielslbsislandiatmeadiaiteens | 758 | ; aa 
Peannte, shelled - _- ptipiienecnee 2, 524 
Oleomargarine and other edible vegetable fats and oils. _.--..-__-_- | 2, 134 |- (3) 
Tee ons cnmikesedennoebacsos nanwhnwe | 758 2 1 
Hides and skins, inion kabesitncatenbnpesscacenenas — 431 t 36 
CE EE een itt | 1, 394 1 
ee ee nwseeeddcdinsiasttbwedanssvessnen cane , 344 | 6, 061 
Live horses, cant nccnnkcnnnwKstheWncwsnbeceneien — 1, 463 | i 
a cca radunenaehwensiweneenns | 2, 523 |.- 109 
Soybeans, except canned or = kc cietsincreseeeekcnhtnestemsieos 4, 237 
Vegetable oils and fats, inedible...___- sedbdékt bawbebwhwiwies ae bhank ia 3, 898 311 
a anna meanaeenamuninsinemninaen ae 685 42 165 
Tobacco and manufactures..............-.-------------------------- 142 214 | 349 
dos on cacca ncascntbncennsensaussensses c.f ORT 21: 23, 321 
Ee ee -| 8775 1, 554 2, 012 
cc cenanuccnanncestusnccens ce 14 1 125 
Bituminous coal............-.---.-- lea a le alin dea aeas dit ak mu 807 
PINE be os iccdtsaccapsecnsmacweneenasceeseneoeesse . 652 sei 3 
Steel sheets, black, ungalvanized, cold rolled__.........-.----------- | 4, 794 
Iron and = eivanced manufactures................-.-.-- hineescens | 663 1 
i a nop a cannceeennnensnensanesees | 1,119 | “a 
Metals an Mmenutactares, other 881 23 
Electrical machinery and apparatus..................--..----------- asl 4, 627 11 15 
ET I 2 os canabonssceccasencnnesssnsnnenacncs | 16,891 | u 14 
Agricultural machines, implements, tractors, and parts. -....-------- 3, 450 | 5 
Automobiles, trucks, buses, parts, and accessories__...............-.-- 952 6 | 59 
ea a at LE | 1,050 | ‘ 
Machinery and vehicles, other__.......................------------- rs 459 38 | 15 
Medicinal and pharmaceutical preparations..................-.----- 1, 028 11 | 7 
Fertilizers and fertilizer materials. _...................-.....------.- | 570 | ‘ eee 
Soap and toilet preparations .___-._...........---.---.--.----.-.-.-- ‘ 772 | ie aloes ace 
Chemicals and related products, other___...............---..------- 995 3 | 20 
Scientific and professional instruments, apparatus, and supplies_.-_. 1, 697 10 
NINE 8... .o sck sce dtd Ree Kenboncnsesassenecesee ‘ 9, 048 20 | 2, 082 
All other domestic exports..-..-.....-..------------ ER RIE Re 2, 288 | 56 | 201 
dilate ties cima gdm cnnsdshe5ssbbReGsstesedessevesusecndnets 1, 549 18 | 9158 


See footnotes at end of table, p. 62. 
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Table 3. United States Trade With Prineipal Countries of Eastern Europe, 
1947, 1956, and 1957—Continued 


(Thousands of dollars} 


—<—<$<—————— 
— = 
— 





Commodity 1947 | 1956 1957 








TRADE WITH POLAND AND DANZIG—Continued 






































U. 8. general imports from Poland and Danzig, total_.............- 1, 335 | 27, 402 29, 993 
U.8. imports for consumption from Poland and Danzig, total 2. 1,312 | 28,054 29, 596 
Canned cooked hams and shoulders_.._.........-...-.-.....--.--- Fog ee 17, 870 20, 652 
ee ee ee eae eee eens = ..| ~ 1,756 1, 826 
hac 1Gs a diernih boeuoe bisainwie es uekeeee eat eae (3) 42 44 
ind cod a wei eerd ain tdebridtickine aia tanita abageeaameaa eam a wae kmeal 3 53 
Hides and skins, raw, e xcept furs cake aaa 167 185 
erat aa, ch ag tx ec ccs iaeeeniin an Acme coun ened a ITT eal | Ricci cerertaan 12 
ak ect icnen bs beter lnitin eeedioconaos ackinccssos os a-ha oeheameinemameitaes aan 11 314 234 
INN MN ae tw isi es ie | 61 | 592 | 246 
Ne ne ene eee en Se ee een 66 
Poppy seed. -- gr ncenn Geena dhaauemiieeaneie : eaiehercesctand 335 396 
Flax, hemp, ramie, A ee SERED RAST ESSE LS RE (3) | 122 95 
Baskets and bags._._- Siar dat ile aie anetgmaiereteteariceecameiae irae Sukie aiaen eae 45 | 143 131 
NE ken taae os hatin Gibieineedhesceten n-ne Scns cc Giglehagh te aaaneteanaaionat et aieteiecioe rede a BIW Uesreanen 10 
Cylinder, crown, and sheet glass....................-..------------------- ees | 457 41 
Christmas tree ornaments iat aiis pstenince dines aeaaraaeiashasarateteiiiade ia ies aeeetee cana @) | 684 482 
SEND TIPOIOGE, CGP rein cccadecnccescocscecee ST oo e eee 50 69 159 
nS 2 sss a areas cetnecaanin ewreeeoce oi ain cael areaeainoe aera MOT inane humets ieenichesietaihs 
ag RIES i A IRR IRS otto mln Sy ach ah senna noe CA irate Sreneniret 
Wire nails, over ®{o00 inch in diameter_....-.._._- susan ie Sasa ein dik ea 120 | 148 
SE MN sci cdiinesis dini wine aimed aracapeaedl aledsinn w a-qen wach en sing arog aase alee ee ee | 40 126 
NR ess neg eee eee | aaa aes | 4,512 3, 815 
ia acai hte a ine tons mieateipaieeatmadian ea he me aloe eee heel 477 246 
Chemicals and related products, other. .................--....-.....------ I 42 110 
Dolls and parts_-__--- aidahiiemmaeae (3) 116 136 
Books, maps, pictures, and other printed Tie ere 53 | 14 88 
All other imports E chiaasindacedecusdnanediannmemaetaamaameiimaeiaeaeaaae 193 4179 | 4205 
} ! 
TRADE WITH RUMANIA 
i PENS DO TROIIOITR,. BOONE fons wh cncstdcavecensntubéeenetnenia “_ 15, 079 464 966 
TE Dh vc dat ocnindguccésieaindedeinaunbaceins oo cbiab ent neice hte Sutie SESandieaA 
I I a ceil eal Ria ee en meeeaa i 610 vttmanibenma 
I IE RI 5: a. sca ds gah acinar afeasinaieahpaohatea angels aed aaaes \ 8 420 ; a 
Seed corn, except sweet seed corn > | 207 | 603 
PIN TORS ae ke ee. ee bitciantne th cane peda Gide sets d } 21 iis | 22 
Grains and pre par: ations, other-- sissies Wi Seaiemnanoe sash ao de icaaolacieanatt ial OOP Fen cccceul 7 
8. Jt Ltn, ia ast cca epideeaieediaaieleh aera matek iiaieienieniaeaaaaal cal 147 | seceaas | i 
Cattle hides, re F 37 
I I i, hil RR tie in anita cee paelniee ualeumamaniaidestl paca 21 
ee eee ee a ren 97 1 L 
nn HC ee 133 | 1 
rn i ac nneeunseasaebaneuanennis | 65 ; ma bowsicened tf 
Iron and steel advanced manufactures. .............-.-.-.-.....--.- Se Th haiti os. 4 
ON aa WG bicaecncas bea sale 
Clon Veyins SGUIDINGNE ON) PATS... .. .. ..c.<ceccenccncocenccceecceces | nano ce 55 
Industrial machines and parts, other____........--_._..-_-_-_.--.. 18 i tindo 63 
Agricultural machines, implements, tractors, and parts............. (3) | 211 38 
Automobiles, trucks, buses, parts, and accessories_.................. 673 | 7 Lan wet i 
Medicinal and pharmaceutical preparations.................-....-.. 231 3 64 
Chemicals and related products, other. .............-.-.-.--..-.---- | 73 SU bcsscsaiet. 
I 3, 465 | onin siictnk edllen 
All other domestic exports...................-.-- Sa aa 399 | 18 | 48 
eae ee cea en a ee 4 hos ccaneed 2 
U. 8. general imports from Rumania, total..........-......... scout 435 377 | 474 
U. 8. imports for consumption from Rumania, total?.......-- 440 71 | 455 
Sturgeon and sturgeon roe, cooked or frozen...............--------------- ee | 71 | 27 
NOE rn a nha aks badendeaimimieieiina wadde nal l 20 | 26 
ccna etn eee en ae 45 | 90 
SE cinicncannwannconsancckaakitiesdaiu ahd) Bak duies TkiNGHeRGMbeeuaenen ab geantdornl 66 131 
Es WNONNOD oan. ote iw encase denise inented Kdadenieanh anne tes tes 276 | 21 36 
I ce di ae Se AE a a Fe ta als ee ae a Sse Shane tst. 
EIN, CITI go a vines cnsasasccnnesabkidubandalsnn ssueaeiaeeehot 84 | 21 54 
Cylinder, crown, and sheet glass..........-.--------.--..----.------ gx theses 92 @) 
INN 5. 258! Mann nel se acGess sind caeineliciin den oeelbei Gi eialenans sett 12 14 66 
All other RE ES IE I LE NEI RIED ILM. de | 68 | LP) #25 
t 





See footnotes at end of table, p. 62. 
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Table 3. United States Trade With Principal Countries of Eastern Europe, 
1947, 1956, and 1957—Continued 


[Thousands of dollars) 


Commodity 1947 | 1956 1957 





TRADE WITH THE U.8.8. R. 



















U.8 PP Sy tics CUE ion cennc eaeccskienenernenen 149, 069 3,819 3, 504 
Diet cknwscedctcineibcobasntneaanbaecenen aT TEE Toacnaceneuisas <2 cksga 
a be bees . 3, 129 
Sn ALE ia cenduwecentaecsaws cin 


Seed corn, except sweet seed corn. 
Hides and skins, raw, except furs_ 
Tallow, inedible. __.............. i ne 
aS 2 coro cleidibenewweronadnesneemoccoen 








nn... o. cease cemewnadencesiaansanakte oan 
ee cisneatmelntuntereewiies 1, 165 
rr rr rr Se CU. icc cnccubccccdckuncaicimadooachoscws 1, 343 
i StS ee dab aaheopennmneswisnabniennee 400 
ie idence baladouinetumenn ae 
nS TE ONS NOR no occ ccccuccetecesucccnseweucsusses|---<- Z 
ia anc cdi catrerintonne achasknnents biweleah aint adi oapenra tame oes 3, 514 
i alae Ie alk ert dianpinre Seesensiarin ikininininivig Di IRalaaineenemrten 297 
So So os) cee enemrares 
i a te ea eamoariies ues 
I cas 15, 259 
Iron and steel advanced manufactures. ...............-.-...-...-.-.------ 942 
Copper and manufactures. --_. ens eee 0 0 ek aoa Se ee ee Sen 
re i: > 2 en cansssnneopsassceseusnecsess 
Electrical machinery and apparatus.......................-.---.-.-.------ 19, 850 
en ne oe  anoansmaasnent 80, 911 
Agricultura] mnebiees: implements, tractors, and parts..............------ 2, 666 
Automobiles, trucks, buses, parts, and accessories................-..------ 1, 824 
ne Lon >. ubmaenananebecanaeesens 
I eo a Ben aadaenceh 1, 241 |-- 
i ss depesiiaigeniinebeinnmnanin ince sins AN Ne iiscssin casita 
i sm cioinewi 
SEE EE LOE ERE EEG: EO 
a iis cree x lndinndanienin mene” naan, 1, 210 
Scientific and peeasee instruments, apparatus, and supplies --..---- 3, 039 
in are cent edesnnesdueeabdcuetabis ouwe 2,174 
en ic cnt ncadcsvdassnasaetediascaunecneescee 1, 038 
os einem bemenmawaen en 2, 693 
eed SA ice Ree aeEteknaeenenasaseue 
U. 8. general imports from the U.S. 8. R., fetal aniueenpansnnondaes 77, 102 ‘ 
U. 8. imports for consumption from the U:8 S. B., total §....-..... 72, 152 ; 

SELES EL De 
os cerns aenemegennbbhaehsNeestebanteererene 4 
I iodide in tos senaehaagedsbenetehebusaenntuaTenens 41, 540 5 
ns CERI, GINET GU OREIIIOS oo enc wucsnesencesensasdseuecwucesscese 40 
eR To nt igncdoucienieeiegedseaetesietianaudeds aeons 
I eee As cuca da nieeSadedenseunesreeeteneesuewecerann 
dan as aii deneinniénemimu~enauwowh ae 
LOE LLL LLL LLL LTT 1088 Y.cc. it eludes 
eo  nbbusanaaesewaimeameeewentt 1, 937 892 601 
I a a aac eee am ear 889 181 119 
ds ian de ecenmnmanngindnasthnewbaakeadhhaike BOO Pence Se cue sane 
NE icin umecgdocnoceneusuesccsubiuseone yoone’ 448 327 142 
as cunamebaghaesussancegsindlhineoes ave 9 82 95 
I DEOL Picci chenwtowshesbets 
to ns en elem tceaeeNsutessanteseneens O60 45.055 ssntsn a 
i 2s an tee cee eRENasiwetene DE cosuscok esse 
i nncdvuiphpngersseidtestaseneucsunnensssaub*aeuse 3, 232 3, 401 951 
a a a i ie menaagn tonsanasiius 10, 532 6, 299 
I te 4 ceca ire dd OREO eU EEE wedntalvecbuwsaee 74 635 
I ME... 2 tee i. sds bn aagsceecneacaeeereletntdaedionesbasesluecbons . 2 74 
rea Coleen. sae eeibeheerdeeenammeeueunce’ 55 32 167 
All wae i hinninctniniseiacinkkiescnasnesseesnsesanbenecbesssnct 1,971 4 359 4174 

1UNRRA aimee are included in commodity data for 1947 exports. 

; panes < ata are reported on the basis of imports for consumption. 

Less than $500. 


4 Includes an estimate of low-value shipments (under $250 each). 

§ East Germany not sopertes separately prior to 1952. 

* Shipments under the President’s program for relief of distress caused by severe winter weather conditions 
in Eastern Europe. 

7 Poliomyelitis vaccine. 

§ Wool rags only. 
* Mainly wool rags. 
%® Not included in export statistics for 1956 and 1957. 
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United States Licensing and Exports of All Grades of Iron and Steel Scrap 
(excluding Canada) (in tons) 


Licensing, 1968 Exports, 1968 


Country through March through March 

MDiv rina nawe’ x fod 0 wclatacridas igi alae heiaktieeres 217, 707 78, 871 
I or enon pete x acsee > <5.dob me om pnts st oes oe aera ds acts lene veraeaiings, i acean ean | an 
NI dissects hist el wires he alee ae tn oe eh a lee 55, 543 128, 115 
A SS ee 
European Coal and Steel Community___...____-_- 804, 574 502, 008 
NNN a Se eed Se eta, Sea hd 11, 282 19, 667 
BE hie chai so ee niacin ata ate aS 22, 760 10, 661 
ee ee eee ee te 3, 950 641 

Pe Ui istiarnisiisnieniadeit bss enie anes watoetataetaes 1, 115, 816 739, 963 


Table B.—United States Exports to and Imports From Countries of Eastern 
Europe and the Soviet Bloc in Asia, 1947, 1950, and 1952-57 


[Thousands of dollars] 





















































































































Country 1947 1950 1952 1953 | 1954 | 1955 | 1956 | 1957 
Exports, including reexports ! 

Soviet bloc countries, total ....... 693, 461 | 72, 109 | 1,096 | 1,776 | 6,126 | 7,048 11, 238 86, 263 
Eastern European countries ?...........} 339, 857 | 26, 759 1,096 | 1, 776 | 6,120 | 7,045 |11, 233 86, 254 
IRD 5 Se Ek al 4, 556 169 (3) 2 |_...- i ras Are 

Bulgaria_.._-- ai area as 1, 471 857 24 5 5 125 241 (3%) 
Czechoslov: akia_. Sedan ataesed 49, 094 | 10, 532 75 40 | 1,005 | 2,177 765 | 2,004 
ee a ee eae () (2) 622 | 1,079 765 407 441 265 
ead cca camkw cd centtswscue 8 obadnwewaen oe be sccm aina lata aaa enen ee 
CE as dhs Gs udideeuntwocbeetowe 12, 859 3, 476 69 2 | 2,476 788 | 2,006 | 5,320 
RE sik caictrwa npenwnkemnicdelinic baltic sci einiaslieintart eleanor a altaya ees eeee 977 
NG Sok Pit succinct nenninene 16 pita Riaiiaed mse Shi sa5 cugtlce mee node ae 
Poland and a ee ee ee 107,705 | &, 964 286 | 622 | 1, 588 3,103 | 3,715 |73, 218 
SR a nincaidonckha wan casei iedion 15,079 | 2,000 |...-.-.-- . ¥ 66 191 464 966 
O:  Bca 2c ee eae 149, 069 752 19 | 19 216 252 | 3,819 | 3, 504 
Commie ft AGA ©... cncccccnceseccex 353, 604 | 45,350 ol $6] 531. ; 59 
China including Manchuria.-.-...... \ . { Retains i ewatee 56 eS tks 59 
ON BROUNII oi cccuscnaccsanens 253, 604 45, 350 |) °° — A ui erates fom sbe i eatcdele ee muenines 
Ck a ae = See ee (4) (4) worennnras hae senon ln sso 5s lon sw etilnsseasntissees 

General imports 

Soviet bloc countries, total. ........ 224, 947 227, 081 | 67,311 |46, 127 149, 425 |65,655 |72,730 (65, 626 
Eastern European countries ?..........- 108, 242 | 80, 584 | 39, 586 |36, 437 |42, 408 |55, 805 |65, 428 |61, 332 
NIN oa scccachatio dieraeabe aitiica toile 8 43 52 65 8 80 193 105 
DE cok t0t. ok wacktaocaukuibewe 4, 651 2, 348 275 353 311 402 436 459 
Czechoslovakia..................... 23, 210 | 26, 606 1,477 | 2,262 | 3,074 | 3,823 | 5,960 | 7,911 
SE cn cn gecnanicinmeaalad (2) (2) 7,118 | 6,583 | 3,794 | 5,452 | 5,455 | 4, 881 
icles a cidintiathe penises wih bmeinnts (3) OR. Biwseus i ‘ scsack Ware 2 
a i Ratan Sates 1,501 | 1,865 2,913 | 1,717 | 1,339 | 2,017 | 1,162 729 
I Ee a Sha ee Shia’ hittin ts wendaaienamebets cepa jp liethincnt ie cdeins sacs a reaaeied 263 
I a os aint wins deco decidua (3) 2 Beha 1 5 ; 3 
Poland and Danzig-_.....---- seh i 1, 335 | 11, 136 10, 247 |14, = 21, 570 (26,622 |27, 402 |29, 993 
Ss. Uoaginksndennn kink knaam’ 435 287 683 372 382 270 377 474 
SS TS a: eee ree 77,102 | 38, _38, 296_ 16, 818 | 791 11, 928 928 |17, 134 |24, 443 |16, 512 
Countries in Asia 4..................... 116, 705 (146, 497. 497 27, 725 ae 7,017 | 9,850 | 7,302 | 4,294 
China including Manchuria..---.--- if § 24, 605 611 168 | 195 223 109 
Outer Mongolia........----......-. 116, 705 }146, 497 K 73,120 | 9,080 | 6,849 | 9,656 | 7,078 | 4,185 
North Korea. -........-.- adiesea lee (4) sie ai ee ou eee ee 

















1 Exports exclude ‘‘special category”’ classes. 

2 Data for 1947 and 1950 exclude trade with East Germany which was not reported separately prior to 
January 1952. 

3 Less than $500. 

4 Data for 1947 and 1950 exclude trade with North Korea which was not reported separately prior to Janu- 
ary 1952. 

$ Figures shown include printed matter under general license and shipments to diplomatic missions of 
friendly foreign countries. 

6 Adjusted to exclude Outer Mongolian products. 

7 Partly estimated total of Outer Mongolian products, originally reported with data for China. 


Footnotes continued on top of p. 64. 
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Footnotes continued from p. 63. 


NotTEe.—Exports are shown by country of destination. Imports are credited to the country in which the 
merchandise was originally produced, not necessarily the country from which purchases and shipments 
were made. General imports represent merchandise entered immediately upon arrival into merchandising 
or consumption channels plus commodities entered into bonded customs warehouses for storage. 

United States exports to North Korea were embargoed July 1950, and those to Communist China, Man- 
churia, and Outer Mongolia were embargoed the following December. On March 1, 1951, general export 
licenses to Eastern European countries were revoked and the requirement of Fed approval by license was 
extended to cover all exports to this area. Imports from North Korea and Communist China, including 
Manchuria, were placed under license control December 17, 1950, by Foreign Assets Control Regulations 
of the Treasury Department. Pursuant to the Trade Agreement Extension Act of 1951, benefits of trade 
agreement tariff concessions were withdrawn from the U. 8. S. R. and its satellites and an embargo was 
imposed on the importation of certain furs from China and the U. 8. S. R. 

ontrols over imports of Chinese merchandise are exercised by the Treasury Department under Foreign 
Assets Control Regulations issued Dec. 17, 1950. Under these regulations the importation of Chinese goods 
is prohibited without license by the Treasury Department, and it it against the present policy of that agency 
to license such imports. Some items of Chinese origin, however, continue to appear in the statistical records 
of United States imports. For example, dutiable Chinese merchandise brought into the United States and 
stored in bonded customs warehouses prior to the effective date of the import control regulations is counted 
in import for consumption statistics at the time of withdrawal from warehouse. Duty-free merchandise 
permitted entry for customs inspection but subsequently rejected when determined to be of Chinese origin, 
may also be counted in the statistics. In addition, the figures may include imports licensed to avoid undue 
hardship to firms and individuals who acquired the Chinese merchandise in good faith and imports, from 
third countries, of Chinese products in which all Chinese interests had ceased by Dec. 17, 1950. In United 
—e import statistics goods of Chinese origin are credited to China regardless of the country from which 

ey came. 


Table C.—United States Exports to Eastern Europe by Principal Com- 
modities, 1956 and 1957 
[Value in thousands of dollars] 


Total Eastern | Eastern Europe 








Europe excluding U. 8.8. R. 
Commodity U.8. 8. R. 
1956 1957 1956 | 1957 1956 1957 
tain. ciadigkeomcdabighlehs cbt wwwnenes woes 11, 233 | 86, 254 7,414 | 81, 773 3,819 | 14,481 
Domestic exports 

SS EB EL LS OSL TT isnccsciadaladeseitaibae BOE fain OO Linnie “il 
Seed corn, except sweet seed corn...........-.-------- 1, 580 641 423 641 DOW hia d..<e 
RE SE ee eB EES en annciode 716 | 28, 301 Tee | See Ldiiankideadane 
Hides and skins, raw, except fur_..-...........------- 285 800 285 WD bn dauees 690 
eT nem anembiniemen 2, 009 9, 872 2, 009 Dp SOD Amnncnche 2, 687 
Rubber, synthetic. ...................----- eee 201 239 201 es ae ae 
a ee bone 5a nonpane NE Vian condi eoaen : 
I OE, GUND, MRI so oes cndinnecisodnndnconcsiiackenpas |) ee WOR Rates KRG. din : 
ol he ticahncininenmhpmeneks 151 255 75 255 Pe Ackals 
OG Os MIRAGE. .. .. on nancocccccceecnsess- 409 561 409 OS). Mess ieee 
a ee Coie eneh aden naronnaesnnyanenkuen ae 124 |_-- PN letnaibune 
Cotton, unmanufactured. _.......-..:..........-....- 242 | 23, 321 240 | 23, 321 Biwsonunren 
Wool rags and used clothing of wool-_-_--.-.....-------- 1,554 | 2,012 634 i 2621... 
Synthetic fibers and manufactures---...........--..-- 1 126 1 fl ee l 
OE. cd bdo died dihn aaemslinadsoasnenat ndsichhares 184 88 184 Be ait ee cries 
ee a i cu tcaanenmecaounsnas iin ecg ai BA Bccnnees TADS isin een eciietcte dl 
Tron and steel-mill products. .--....-....--.-..------- 360 | 4,813 |-- 4,813 360 |. 
Machinery, industrial .-..........--- i: task va oleh tae 1,092 | 1,093 77 774 | 1,015 319 
Machinery, agricultural, and tractors...........-.-.-- 1, 085 181 264 45 821 136 
Be EID i en och ccc cd atcnesnnsnave 12 275 | ll 271 1 4 
as ick ublikainn ababnanconhoonsee|sneces tn 252 Piece) 230 
tl eee inteltanba PE Bai deemicd DER Nvidticnnntaimcbsdcdidicne 
Scientific and professional instruments, apparatus, 

aa alana ln 5 malta emibiinihaaiels 95 59 6 14 89 5 
OE SOS een eee 352 | 2,285 323 | 2,242 29 43 
All other domestic exports. .......-.....-.---......... 659 | 1,044 392 763 267 281 

Reexporis 

ed eeeepomeenmaniel 18 154 | 18 DOR biccaccsleconsaull 
EE SE cc inickidnnnaeionnanetcane wiiccniidiidecnitaiahiben 6 59 4 14 2 45 








1 Adjusted to include exports to Latvia valued at $977,000 consisting of raw hides and skins, except fur, 
valued at $358,000 and inedible tallow, $619,000. There were no exports to Latvia, Estonia, or Lithuania 
in 1956, nor to Estonia or Lithuania in 1957. 
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Table D.—United States Imports From Eastern Europe by Principal Com- 
modities, 1956 and 1957 





(Thousands of dollars] 
Total Eastern | Eastern Europe 
Europe excluding U. 8.58 BR. 


Commodity U. 8.8. R. 


1956 1957 1956 1957 1956 1957 





Cn UNION: COUN cicecntsten anncuaniiowtiinwanie 65, 428 | 61,332 | 40,985 | 44,552 | 24, 443 | ! 16,780 

Imports for consumption, total ?_............--..- 66,413 | 60,541 | 41, 830 | 43,757 | 24,583 | | 16, 784 
Ee ere 20, 470 | 23,554 | 20,401 | 23, 064 69 490 
Fish and fish products, except shellfish aane aaah 360 405 7 32 289 373 
DE 55 os sd cnnccocucentthdnaps 4cewbhsalsesdessanddadd 232 280 228 280 Rinse coe 
SN ace nee msincaceindinenpivestin nell. Tit a. /n 166 169 | 7,326 5, 636 
Feathers, GR badetcdescubecdscandGnubwonteddledel ad 968 696 968 ORF fo. 
SR th ne oe nian tannadeei ero aaah egdebdmadat 827 | 366 320 236 507 130 
Np aciuednhe sats o<0 o9ncinn Oeuen mene aamanee 403 487 a 403 487 
SE teitccncakondunaundduacatenooaieesendedhinen 338 396 338 COP 8545 5.6n-ttbnk 
ili A omnaiicad eaten oe ice ical acai 265 187 265 . gf See jisadiieiats 
MMMM) 23, 32225. <b524,2+. deedaaieo ake AAG 892 601 dt cubed 892 601 
Cotton waste Paes elite cle ta RE Ra 181 119 rive eccccsiacaaeld 181 119 
icici soc ve cm scat niche Weall dag x oainarge et genni ; 419 5 419 I en coe adenceteeagen 
Flax, hemp, ramie, and manufactures..__.....-_----- 209 = 202 337 7 17 
WwW ool and fine animal hair, unmanufactured....-_.---- 581 24 581 OI natalia Ds 
Hair, other, and manufactures podddeds ahbcaLigedda 343 17 70 16 28 327 142 
Artificial fruits and flowers ......-...-.-..------------ 420 508 420 | 508 sasinsaiiiialh atacilteccatina 
Textiles and textile mz anufactures, We ee 191 180 92 81 99 99 
Glass and glass products- -- Shvdkdnwtihaass enon 2, 749 1,859 | 2,721 1, 859 28 ) 
Imitation precious and semipree ious stones.---...----- 1, 292 1,420 | 1,292 ie ee, 
Steel-mill products -.........-.--- eden nckeeddae 186 294 186 293 (3) 1 
Platinum group metals a Sigdidsn cg -----| 3,401 ert een SF 951 
Typewriters ‘ EA eS ‘ 506 334 506 TE Beviccmigsene Rethekaaben 
Vehicles, except agricultural... iskebeiitacdh Dues be abel | 447 694 447 689 ‘ 5 
Benzene SELES LS ee a .-| 15, 293 | 11, 160 4, 761 4, 861 10, | 532 6, 299 
Naphthalene wdgdec tives 565 881 491 246 74 635 
Fertilizers and fertilizer materials. - ..--| 1,463 1, 760 1, 459 1, 498 4 262 
Photographic goods 2, 115 1,220 | 2,101 1, 207 14 13 
Musical instruments, parts, “and accessories ‘ 213 163 210 160 3 3 
Books, maps, and other printed matter 354 | 699 | 283 484 71 215 
Artwork and antiques ; 198 320 | 192 307 6 13 
Beads and beaded fabrics and articles. 302 283 302 | EBA, css’ le Rips 
All other imports___.....-- ! 2,738 | 3,866 | 2,392 | 3,582 346 284 





1 Adjusted to include imports from Estonia, Latvia, and Lithuania valued at $268,000 consisting of 
fertilizers and fertilizer materials, $262,000; vehicles, except agricultural, $2,000; and other imports, $4,000. 

2 Commodity data are reported on the basis of imports for consumption. 

3 Less than $500. 





Senator Matone. The reason I ask for that is that we have made 
quite a play that we do not trade in strategic and critical materials 
with the Soviet bloc, or so that such materials will be available to 
the Soviet bloc, have we not? 

Secretary Douurs. There is a common list that is agreed upon by 
an interallied group in Paris of strategic materials and none of us 
trade in those. 

Senator Matonn. In 1955 I was in Paris, I was in Geneva, spent 
2% months behind the Iron Curtain, and I have information for you. 
I had a list of those materials and many countries were trading in 
those materials. 

I do not know whether your Secret Service organization knew it 
or not. I hope they did. I was in Austria and anything that was 
shipped to Austria went on through if Russia really wanted it. 
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Now Mr. Secretary, you are familiar with the International Trade 
Organization (ITO) bill that was supplied Congress and which the 
State Department was very insistent on Congress passing. 

I guess it was before your time, but you are familiar with it. 

Secretary Duuuxs. Yes. 

Senator Matone. And Congress would not approve it. 

Then are you familiar—and you must be—with the International 
Trade Organization and the Office of Trade Cooperation. You are 
familiar with the OTC; are you not? 

Secretary Duties. Yes, sir. 

Senator Matons. Did you not propose it when you were Secretary 
of State? 

Secretary Dutuss. I recall having supported it, yes. 

Senator Matone. It came from your Department; did it not? 

Secretary Duties. No. It came from the Government generally. 
I think the President transmitted the request. 

Senator Matone. Did the President confer with you before the bill 
came up here? 

Secretary Dutuss. He conferred with the Cabinet generally, yes. 

Senator Matone. In this foreign trade bill perennially before Con- 
gress you are the dominant figure in such consultations; are you not? 

Secretary Duties. No, sir. 

Senator Matoneg. I am glad to hear that. The press makes such 
awkward mistakes. 

Secretary Duties. You say you are glad to hear it? 

Senator Matone. Yes; but the publicity refutes such a statement 
when such bills are proposed to Congress. 

Anyway, Congress refused to pass it. 

Secretary Dutuxs. No, sir. 

Senator MALonr. And if they had accepted the OTC or ITO, what 
would it have done as far as the General Agreement on Tariffs and 
Trade is concerned? 

What would have been the effect? 

Secretary Duties. The effect of the OTC would have been to 
create machinery which would have policed more effectively our 
multilateral trade agreements. 

Senator Matone. That was almost exactly like the International 
Trade Organization, was it not? 

Secretary Duuues. I do not think it was, but I am not particularly 
familiar with the ITO. 

Senator Martone. In any case, either one of those acts would have 
approved the organization of GATT under which they are operating 
now in Geneva, 36 foreign competitive nations, with our Nation 
making 37, wi ould it not? 

Secretary Dutuss. I think it would have; yes. 

Senator Matoner. Aren’t you sure of it? 

Secretary Duuuszs. I’m sorry, I do not recall the legislation suffi- 
ciently. 

Senator MAaLtong. Maybe your assistant would know. You pressed 
the legislation hard enough before this committee to remember it. 

Secretary Duuuss. I think you have got it the wrong way around, 
Senator. 

Senator Matonge. Explain it. 
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Secretary Dutuns. Yes, sir. We have these agreements, these 
trade agreements, general agreements on tariffs and trade. These 
agreements provide certain trade rules. The OTC would not have 
approved that. It was set up to carry out GATT. 

In other words, it is the child and not the parent, you might say. 

Senator MALonn. But, in any case, the operation in Geneva, a 

method under which to make multilateral trade agreements were 
made, would have been approved and made effective if OTC had 
been approved by Congress. 

Secretary Duties. The OTC would have been set up to carry out 
more effectively what is already agreed to in the General Agreement 
on Tariffs and Trade. 

Senator Matong. In other words, the Congress then would have 
approved what you are doing in Geneva through OTC? 

Secretary Dutuzs. No. 

Senator Matong. Explain it. 

Secretary Du.ues. Congress authorizes a general agreement. 

Senator Matone. Did they? 

Secretary Duties. If Congress had approved of the OTC, it 
would have set up an arrangement to administer and police the general 
agreement. 

Senator Matone. But they are approving the agreements. 

Secretary Duties. No, sir. 

Senator Maone. Didn’t you just say, or did I misunderstand you, 
that the Congress had approved the agreements or GATT. You 
did not say that; did you? 

Secretary Duuuxrs. No. 

Senator MaLone. | misunderstood you and I am glad that I did. 

Secretary Duties. Yes. 

Senator MaLonr. Because Congress has refused to approve the 
GATT organization, the General Agreement on Tariffs and Trade, 
every time it has been presented ; haven’t they‘ 

Secretary Duutues. It is not explicitly tienes 

Senator Matone. It has not approved it at all; “a it? 

Secretary Dutuss. It has never been asked to approve it. 

Senator MaLonr. Except in a round-about way through inter- 
national trade organizations. 

Secretary Duties. That is where you and I differ. 

You say the OTC was designed to approve of the General 

Senator Matone. Just what could you have done in Geneva if 
Congress had approved the OTC? 

Secretary Duties. If Congress had approved the OTC it would 
have approved a mechanism for carrying out the agreement. 

Senator Matong. When you were supporting OTC, as I remember 
your testimony, you said that you were doing your job under the 
General Agreement on Tariffs and Trade in Geneva under the general 
authority of the 1934 Trade Agreements Act as extended. 

Secretary Duties. Yes. 

Senator MaLone. You said that; did you not? 

Secretary Duties. Yes; I believe so. 

Senator Matonr. And you were going to continue to do that 
whether or not we approved OTC. You testified to that. 

Secretary Duutuxs. Yes. 
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Senator Matonr. You are then conducting the whole operation 
under the 1934 Trade Agreements Act. In this basic general agree- 
ment then signed at Geneva on October 30, 1947, article 31 of the 
General Agreement on Tariffs and Trade (GATT) provided that any 
contracting party may withdraw from the agreement on or after 
January 1, 1951, upon 6 months’ notice. 

The United States can withdraw and cancel all multilateral trade 
agreements upon 60 days’ notice. 

Article 26 of the agreement provides for the definitive entry into 
force thereof under specified conditions. 

The agreement, however, was never entered definitively into force. 
This is a letter from the Tariff Commission: 

It has been applied by the United States since January 1, 1948, pursuant to the 
protocol of provisional application of the General Agreement on Tariffs and Trade 
signed at Geneva, Switzerland, on October 30, 1947, the same date which the 
general agreement itself was signed. 

Paragraph 5 of the protocol, the provisional application, provides 
that— 

_ Any government applying this protocol shall be free to withdraw such applica- 
tion. 

Such withdrawal shall take effect on the expiration of 60 days from the day on 
which written notice of such withdrawal is received by the Secretary General of the 
United Nations. 

All of the products then revert to the Tariff Commission, an agent 
of Congress, upon the expiration of 60 days. Tariffs upon such 
products thereafter to be regulated under section 336 of the 1930 
Tariff Code. 

I understood you to testify earlier that it required 6 months. 

Secretary Dutuxs. It was my recollection that the withdrawal 
clause required 6 months’ notice. If I am wrong in that—— 

Senator Matone. I wish you would check it for the record. Sixty 
days’ notice is all that is required and the products so covered revert 
to the Tariff Commission on the statutory rate. 

Secretary Duties. Yes. I noticed from what you read there there 
was a reference to a 6 months’ withdrawal notice. 

Senator Matonr. The definitive entry into force thereof under 
specified conditions never was really approved under conditions that 
would have made it effective for the 6 months’ withdrawal. 

You may answer it in your own way. 

Secretary Duuuxs. Yes. 

Senator Matonez. Now this is a letter from the Tariff Commission 
dated March 4, 1958, which I will later include in the transcript. 

A first letter of January 29 from the Tariff Commission was not 
entirely clear to me. That is the reason I asked for the second letter 
as to why 2 months’ notice would do the job. Both these letters are 
signed by Edgar B. Brossard, Chairman of the Tariff Commission. 

This is what he says in regard to the withdrawal: 

Any contracting party to the General Agreement on Tariffs and Trade 


(GATT), including the United States, in accordance with the terms of the protocol 
provisional application of the General Agreements on Tariffs and Trade— 


which he later explained further in the second letter— 


is free to withdraw from the agreement upon the expiration of 60 days after notice 
of such withdrawal is received by the Secretary General of the United Nations. 
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This whole operation is in Geneva, Switzerland. 

Do you agree that that is correct? 

Secretary Dulles. Yes, sir. 

Senator Matonz. That is correct. 

Secretary Duuuzs. Yes. 

Senator Mauonr. All of your advisers agree. 

Now then, these multilateral trade agreements are made in Geneva 
Is that the only place they are made, the multilateral trade agree- 
ments? 

Secretary Duuuxs. I believe it is customary to negotiate them at 
Geneva; yes, sir. 

Senator Matone. That is they might hold a meeting somewhere 
besides Geneva. 

What I really meant, it is made by that organization set up by 
GATT, which was organized in 1947 by the President of the United 
States through the State Department, and made effective by transfer 
to Geneva. Now wherever they held their meeting then, at least that 
organization makes a multilateral trade agreement. 

Secretary Duties. No. We send special delegations to negotiate 
these major agreements. 

Senator Matonr. You do, but there are 36 foreign competitive 
nations who sit in Geneva and they send whatever representatives 
they want, do they not? 

Secretary Duties. You say they sit? 

Senator Martone. There are 36 foreign competitive nations sitting 
in the Geneva Conference, each with one vote. 

Secretary Duties. Yes. 

Senator Matons. Members of the GATT in addition to our own 
membership, making a total of 37 with 37 votes, is that right? 

Secretary Duuuzs. Yes. 

Senator Martone. Then you send the special delegation which 
you mentioned with one vote, but they send whomever they please; 
do they not? 

Secretary Duuuxs. Yes. 

Senator Matone. So that there are 37 nations represented, each 
with 1 vote; is that true? 

Secretary Dutuxs. I do not think there is any voting. 

Senator MALoNnr. Suppose there was a trade agreement to be 
approved. How would it be approved, after it was negotiated? 

Secretary Duties. We would negotiate it; and, if we agree, we 
accept it. 

If we do not agree, it does not affect us. 

Senator MaLonr. What nations have to agree to any multilateral 
agreement? Only the ones that are immediately concerned in that 
trade agreement? 

Secretary Duties. As far as we are concerned we have to agree. 

Senator Matone. If we withdrew the American markets from the 
international poker game in Geneva | understand there would be no 
game because we have the only markets that really amount to any- 
thing and under the rule we are the only nation keeping the agree- 
ments. We are the only nation that does not protect its own 
markets, since the foreign nations do not have to keep their part of 
such agreements as long as they can show that they are short of “‘dollar 
balance”’ payments. 
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But when we make a multilateral trade agreement, say 5 nations 
are immediately affected in the negotiation, when you agree and the 
other 4 agree, is that all there is to it.? 

Secretary Duties. No group of 4 or 5 can bind the others. 

Senator MALONE. Then they all have to agree and we have the 

“most favored nation” clause so that every other nation receives the 
benefit of such agreement. 

Secretary Duties. Yes. 

Senator Matone. That is what I asked you to start with. Thank 
you. Now it requires 60 days’ notice by any nation that is a party 
to it to escape from that agreement, either the United States or any 
other nation. 

Is that true? 

Secretary Duties. Could I ask to have the question repeated? 

Senator Matone. Yes. 

I will be glad to. Any contracting party to the General Agreement 
on Tariffs and Trade, that means the 37 nations that are now mem- 
bers or have there been some new 
ones recently? 

Secretary Duuues. I think that is all. 

Senator Matone. Then, in accordance with the terms of the proto- 
col provisional application of the General Agreement on Tariffs and 
Trade, any 1 of the 37, including the United States, is free to withdraw 
from the agreement at the end of 60 days after notice of such with- 
drawal is received by the Secretary General of the United Nations. 

Secretary Duties. That is as I understand it, yes. 

Senator Matone. Any nation can withdraw upon 60 days 

Secretary Dutuss. Yes, sir. 

Senator Matone. Now then, that is the multilateral trade agree- 
ments made in Geneva, and that organization is the only organization 
of GATT that can make a multilateral trade agreement, is that right? 

Secretary Duties. I do not know what you mean exactly by 
GATT. The initials of GATT— 

Senator Matong. The General Agreement on Tariffs and Trade, 
and that is the organization under which you are operating in Geneva. 

Secretary Duties. GATT is not an organization. 

GATT, the initials GATT, stand for General Agreement on Tariffs 
and Trade. 

Senator Matone. Yes. 

Secretary Duties. In other words, GATT is an agreement. It is 
not an organization. 

Senator Matone. All right. Now the thing is then that multi- 
lateral trade agreements are what you make at Geneva. Under what 
organization did you transfer it to Geneva when it was organized in 
1947? Under what authority? 

Secretary Duties. We negotiate—— 

Senator Martone. Under what authority did you transfer the work 
of negotiating such trade agreements (GATT) to Geneva, Switzer- 
land? 

Secretary Duties. Under the authority of the Trade Agreements 
Act. 

Senator Matone. Explain it. 

Secretary Duties. Under the authority of the Trade Agreements 
Act. 
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Senator Matone. Under the authority of the 1934 Trade Agree- 
ments Act as extended—the act that you are urging Congress to con- 
tinue beyond June 30 of this year. 

Secretary Duties. As amended; yes. 

Senator Matone. The President at that time transferred the au- 
thority to Geneva. 

Secretary Duturs. No, sir. 

Senator Matonge. What did he do? 

Secretary Duties. We negotiated a General Agreement on Tariffs 
and Trade pursuant to the authority of the Trade Agreements Act. 

Senator Martone. Who located it in Geneva, just a common 
arrangement? 

Secretary Dutuss. I beg your pardon? 

Senator Matonr. How does it come to be in Geneva? 

Secretary Duties. Geneva is a convenient central point where a 
great many things are negotiated. We had the summit conference 
at Geneva. 

Senator MaLone. Yes. 

Are you having one right soon? 

Secretary Duties. Well, it is not right around the corner. 

Senator Martone. That is a little off the subject, and I am sorry. 

I think we all really understood that maybe this was not an organ- 
ization in itself, but it is a term used for the multilateral trade agree- 
ments that you make at Geneva and it is all done under the 1934 
Trade Agreement Act; is that it? 

Secretary Duties. That is correct. 

GATT, as I say, stands for, the initials of, General Agreement on 
Tariffs and Trade. 

Senator MaLtons. How many of them have you negotiated? I 
have been told it was only eight. I was under the impression it was 
quite a few more than that. 

Secretary Duties. There is one mulilateral agreement which is 
the one to which the other 36 countries you speak of are parties. 

Then I believe there are 7 or 8 bilateral agreements that we have 
dealing with this subject matter. 

Senator Matonr. What does this one agreement you talk about 
contain? 

Secretary Duties. It contains agreements by all of the countries 
about what their tariffs will be. 

Senator Matone. That was an original agreement, was it? Do 
you amend it from time to time or what do you do with it? 

Secretary Duuuss. It is renegotiated from time to time, yes. 

Senator Matone. I have a book here. Is this the first agreement, 
the only agreement that you made with 36 nations? It says here: 

Preliminary for release at 11 a. m. eastern daylight savings time, Thursday 
June 7, 1956, not to be previously published, quoted from, or used in any way. 
General Agreement on Tariffs and Trade, Analysis of United States Negotiations, 
Sixth Protocol (including Schedules) of Supplementary Concessions, Negotiated 
at Geneva, Switzerland, January—-May 1956, Department of State. 

This is the thing that you have renegotiated after first negotiations 
in 1947; is that it? 

Secretary Duuues. I cannot see, Senator, what it is you are holding 
up. 

Senator Matone. I will trust you. 

Secretary Duu.es. It is not classified, I notice. 
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This reflects the results of the tariff negotiations of 1956. 

Senator Matonre. How many of those renegotiations have you had? 

Secretary Du.tuxzs. Quite a lot. I cannot give you the full answer. 

There have been 4 in the last 4 years. 

Senator Matonz. Could you complete the record? 

Secretary Duuuzs. Yes. 

Senator Matone. Starting with the first one, whatever date it 
was made. 

Do you know when the first one was made? Was it 1947? 

Secretary Duties. Oh, no. It goes back to about the date of the 
first adoption of this legislation, about 1934 or thereabouts. 

Senator Martone. I understand that all bilateral and multilateral 
trade agreements are made under the authority of the 1934 Trade 
Agreements Act, as extended. However, you were not making them 
at Geneva until 1947, were you? 

Secretary Duuuzs. I do not think so. There is no mystery about 
Geneva, Senator. 

Senator Manone. I was there in 1955 at the Atomic Power Con- 
ference. 

I took your secretary of GATT to lunch. 

He was an Englishman. 

Secretary Duties. My secretary? 

Senator Matone. No; not your secretary. The secretary to the 
General Agreement on Tariffs and Trade. I had a long visit with 
him. That was in 1955 and I was on the way to Russia and attended 
the first meeting of the experts from Russia and all other nations on 
atomic energy in Geneva. I spent several days there attending those 
meetings. 

I was the only one not a member of the delegation in the glass 
house where 3 Russians and 3 Americans first met and talked through 
an interpreter about atomic power and atomic energy development. 

I was intensely interested in it and still am, but 1 am interested in 
this, too. Would you complete the record, then, as to when you 
started making multilateral trade agreements under the 1934 Trade 
Agreements Act? 

I guess you did not make any before 1934, did you? 

Secretary Duuuxrs. No. 

Senator Matone. Then start with 1934 and complete the record on 
the bilateral and multilateral trade agreements. Would you do that 
for me for the record? 

Secretary Dutuss. Yes, sir. 

Senator MaLtone. Now under these bilateral trade agreements, 


you make those, do you not? When you negotiate them with other 


single nations they are called bilaterals then? 

Secretary Duties. We negotiate all of them. 

Senator Matons. No, I am now confining this question to bilateral 
trade agreements. You do not make them with several other nations. 
You make them with one other nation; do you not? 

Secretary Duties. That is right. 

I thought your point was as to who negotiated them. 

Senator Matone. No. 

Secretary Duties. You said we negotiated those as though we did 
not negotiate the others. 
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Senator Matong. We have passed beyond the multilateral though 
we might return to it. 

Secretary Duss. All right. 

Senator Lona. Senator Malone, I believe you have a number of 
other questions that you would like to ask. 

The hour of 1 o’clock having arrived, I discussed this matter with 
the chairman and he thought that at 1 o’clock it would be well that 
we recess until 2 o’clock or 2:30. 

We will meet back here at 2:30, if that is agreeable with you, Mr. 
Seeretary. 

(The material previously referred to follows:) 

JUNE 1958. 
CALENDAR OF TRADE AGREEMENTS 


Listed below are the 53 countries with which the United States has concluded 
reciprocal trade agreements under the provisions and authority of the Trade 
Agreements Act of 1934, as amended and extended. Agreements with 43 of these 
countries are presently in effect; 35 are under the multilateral General Agreement 
on Tariffs and Trade (GATT), and the remaining 8 are bilateral agreements. 

Meanings of symbols used in the list are as follows: 

(B) indicates bilateral agreement. 

(G), (A), (T), or (J) indicates multilateral conference at which country nego- 
tiated for accession to GATT: (G)—Geneva, Switzerland, 1947; (A)—Annecy, 
France, 1949; (T)—Torquay, England, 1951; (J)—-Geneva, Switzerland, 1955. 

The 10 countries with which trade agreements are no longer in effect are in- 
dicated by italic. 


Country Date con- | Date effective} Date termi- 


cluded | nated 
Argentina (B). .._- Oct. 14,1941 | Nov. 15,1941 |........-- 
Australia (G)-. Heese Oct. 30,1947 | Jam. 1, 1948 |__ 
Austria (T) , a ee Apr. 21,1951 | Oct. 19, 1951 Wiabocetaes 
Belgium (GQ) !._____._.-- 75: uci] Oot. 903007 t Jani) BIOS tos ies. 
|” |). rae ij 4 Qin: | July 31,1048 |........- 
Burma (G)__. eat | July 30, 1948 |....--_._- 
Canada (GQ) !...---- : one . be eae J Jem CORT. eaiwcas 
Ceylon (G)_____-- ; | do s---) July 96,1008 }..~.2.25 
Onis (G).......... ease ; do _..| Mar. an) pe 
China (GQ) __------ ; : do | May 22.1948 |2 May 5, 1950 
Colombia (B) _ --.- : ‘ : | Sept. 13,1935 | May 20,1936 |} Dec. 1, 1949 
Costa Rica (B)_- ; Nov. 28,1936 | Aug. 2,1937 |3 June 1, 1951 
Cuba (G)! : Oct. 30,1947 | Jan. 1, 1948 |_ 
Czechoslovakia (G) ! ; do | Apr. 21,1948 | 4 Sept. 29, 1952 
Denmark (A) Oct. 10,1949 | May 28, 1950 |_- 
Dominican Republic (A) . do May 19, 1950 |___- a 
Ecuador (B) 5 ; Aug. 6,1938 | Oct. 23,1938 |3July 17, 1956 
E] Salvador (B) ‘ i 5 ; Feb. 19,1937 | May 31, 1937 |_.-- 
Finland (A) !____- ete et s j Oct. 10,1949 | May 25,1950 |........_-- 
France (Q) ! ; Oct. 30,1947 | Jan. 1, 1948 |... 
Germany (T) Apr. 21,1951 | Oct. 1,1951 | pe Tae 
Ghana (G) }_____- Oct. 30,1947 | July 28, 1948 |___.....--- 
Greece (A) : Oct. 10,1949 | Mar. 9, 1950 |.......-_. 
Guatemala (B) ; Apr. 24,1936 | June 15, 1936 |3 Oct. 15, 1955 
Haiti (A)! Oct. 10,1949 | Jan. De RE Bindicictdeatetinss 
Honduras (B) é $3 Dec. 18,1935 | Mar. 2, 1936 |_.....---- 3 
Iceland (B)_- Aug. 27,1943 | Nov. 19, 1943 | 
India (G) [ | Oct. 30,1947 | July 9, 1948 
Indonesia (G) 4 ‘ do | Mar. 11, 1948 |___- : 
Tran (B)___- ; Apr. 8,1943 | Jume 28, 1944 |__....___- 
beaiy CA). ........ a .| Oct. 10,1949 | May 30, 1950 |.............. 
PU ice ccacéeon ..| June 8, 1955 | Sept. 10, 1955 |.....--....-.. 
Lebanon (G)___.- . (xiii _..| Oct. 30,1947 | July 30,1948 | 2 Feb. 25, 1951 
Liberia (A) __.- Sareea Oct. 10,1949 | May 20,1950 | 2June 13, 1953 
Luxembourg (G) ! s Se Oct. 30,1947 | Jan. 1, 1948 |__- tad 
Malaya (G) 6______. keeaatdtd 55 154 AAG Ja de-.... P)'\.g %. 2 eee Ss 
Merico (B)_- Jae eeial ates : wilangrnaniad wan : Dec. 23,1942 | Jan. 30,1943 | 3Jan. 1,1951 
Netherlands (G) !_.....__..- Pitti aCe Oct. 30,1947 | Jan. 1, 1948 |_._..-_._-- 
New Zealand (GQ). 2 Sede ae : icncee Sule Gh. 1608 Ft ncceccace 
Nicaragua (A) !_........-..- . mies a anccceel OCS DOA R000'| Dame Ge sees bcneccu..... 
Norway (G)___._-- ; i ee i Sere ey: Oct. 30,1947 | July 11, 1948 |....-- aka 
Pakistan (G)......-- Ey abet 3 ana rl OBvn<en<<| OUng- Sh, Bee be.2. aenamcnti 
Paraguay (B).. So . ans ....-| Sept. 12,1946 | Apr. 9, 1947 |.....--.--- ‘ 
EE Pik ile a nice Ch eo baakealal ‘ Ape. Ti, 1668 | Oct. 7, 3008 1 ..-.. a8 


See footnotes at end of table, p. 74. 
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Date con- | Date effective | Date termi- 








Country 
cluded nated 
— — —_ anil i ccslcdnbadasditerticlims 
| 

Rhodesia and Nyasaland (GQ) 7_..........-...----..--------- Oct. 30,1947 | July 12,1948 |_............ 
N52 cus dines nagtedcssosacd stewie nioasiats a Oct. 10,1949 | Apr. 30,1950 |_-..--....._.. 
i et ce eth cite weh anew iasauiea | Jan. 9,1936 | Feb. 15, 1936 | o 
MEA RSS Ces dk accbabw eh | Oct. 30,1947 | July 31,1948 | ? Aug, 6, 1951 
es ie lih in tap odin mabawaredansad achnsie t ---s--| Apr. 21,1061 | Oct. 17, 1061 |..- ~~ we 
Union of South Africa (G).--...-..-...----- wocctobesccecce! Oh SO, 1067 | Tame 14,1008 }_..: 3 
United Kingdom (GQ) !_____.-...----- i iutea cakamaeoata hs Ae etn (APRS LAN A icscciccttaraiw doc 
NN IE Fone ctnns node sae enchant kabbbukihanae ‘iescebenan Oct. 10,1949 | Dec. 16, 1953 | __-- Paes 
I Ae Se 2028 25) | ek cniabedomnenonbiane | Nov. 6,1939 | Dec. 16,1939 |.............. 

supplemental agreement__.-..--.--..-.--- skenecannnsan| MO, Se eeee.| OG. 13,1060 |....... ; 


| The trade-agreement relationship shown above superseded a “bilateral agreement which was terminated 
or suspended when the relationship shown above was undertaken. The agreements so terminated or sus- 
pended are as follows: 


Country Effective date 
Belgium -.-.._- eiakgeassimonsie ipo (Reade catekenne wae May 1, 1935. 
eee EU anit waindnin’ sibad ; Siaiees ae . Jan. 1, 1936, 
Canada: 

BE MOTI ois nen cnsis oe : 4 ; ; i Do. 
2d agreement_- . : : Jan. 1, 1939. 
Supplemental agreeme De inselests : Jan. 1, 1940. 
2d supplemental agreement - - - - - - - ne ... Dee. 20, 1940. 
Cuba- ee ca Se laa mA a Sept. 3, 1934. 
Supplemental agreement_._..__..- = Dec. 23, 1939. 
2d supplemental agreement... Jan. 5, 1942. 
Czechoslovakia (duty concessions in this bilateral were terminated on Apr. 22, 1939) Apr. 16, 1988, 
CELE PTE TEETER S j ‘ Nov. 2, 1936. 
eee lace Soest ; June 15, 1936. 
Haiti__. = isa bea ‘i ; : June 3, 1935. 
Luxembourg ------------ ; May 1, 1935. 
Netherlands__-_- Feb. 1, 1936. 
Nicaragua (duty concessions in this bilateral were terminated on Mar. 10, 1938)...._... Oct. 1, 1936, 
ins oa sia bates July 29, 1942. 
Sweden.-_-____.-- Gababenke : = / . Aug. 5, 1935, 
Turkey- -- bs secs ; ‘ ‘ -. May 5, 1939. 
United Kingdom. iathinn : . . ---- Jan. 1, 1939 
i ee os weer ar PUR ecicale S cictutecuateaiie occ VE Le 


2 Country indicated withdrew from the GATT effective as of the termination date shown. 

3 Bilateral agreement terminated by joint agreement effective as of the date shown. 

4 United States obligations to Czechoslovakia under the GATT were suspended as of Sept. 29, 1951. 

5 Ghana and the Federation of Malaya were recognized as contracting parties on Oct. 17, 1957, and Oct. 
24, 1957, respectively. The general agreement was previously applied by the United Kingdom in the pres- 
ent areas of Ghana and the Federation of Malaya. 

6 Prior to Feb. 24, 1950, the date on which the Republic of Indonesia was recognized as a contracting party, 
the Netherlands applied the general agreement to the Netherlands Indies as a Netherlands territory. 

7 Prior to Oct. 29, 1954, the date on which the Federation of Rhodesia and Nyasaland was recognized as 
a contracting party, the general agreement was applied in the present Federation area by Southern Rho- 
desia and by the United Kingdom (for Northern Rhodesia and Nyasaland). 

8 An agreement adding the escape clause was signed Oct. 13, 1950. A supplementary agreement became 
effective July 11, 1955. 


In addition to the basic agreements shown in the list above and its footnotes, 
there have been a number of renegotiations of a multilateral character. The 
principal ones are in the treaties and other International Agreements Series 
(TIAS), listed below together with document numbers. 

Agreement providing trade concessions on certain items (1955): TIAS 3473 
Agreement supplementary to the General Agreement (1957): TITAS 3854. 
Sixth Protocol of Supplementary Concessions (1956): TIAS 3591. 

Eighth Protocol of Supplementary Concessions (1957): TIAS 3882. 

(Whereupon, at 1 o’clock p. m., the committee was recessed to re- 
convene at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


Senator Frear. Mr. Secretary, the chairman has been detained a 
few minutes but in order to conserve time and yourself, too, he thought 
we might start hearing your statement if it is agreeable with you. 

I might announce to the committee that Secretary Dulles will return 
tomorrow morning at 9, 9:30, or 10 o’clock. 

The time will be announced before we leave. 
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Senator MALone. Before we have to get up? 

Senator FrEAR. Yes, sir; and before we recess this afternoon. 

Mr. Secretary, it is fine to have you here with us today and we are 
looking forward to your testimony and I am sure you are looking 
forward to the questions. 

Secretary WEEKS. Yes, sir. 

Mr. Chairman, may I ask if I could complete my statement before 
the questions, if that is in accord with your rules and regulations? 

Senator Frear. Yes, Mr. Secretary, [ think that was agreed to pre- 
viously and I am sorry I did not announce it. 

Secretary Werks. Thank you very much. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF 
COMMERCE 


Secretary Weeks. Mr. Chairman and members of the committee, 
I am here today to urge passage of H. R. 12591, to extend for 5 years 
the President’s authority to enter into reciprocal trade agreements for 
the benefit of the United States. 

The trade bill presents a practical and powerful means of dealing 
effectively with our economy at home and our grave problems abroad. 

The full 5-year extension will provide one of the most powerful 
tools yet devised to build American prosperity, free-world solidarity 
and might, and a firmer peace. 

This is legislation which will promote our Nation’s economic welfare 
at a time when we are striving to resume full use of our productive 
capacity. 

This is legislation which will help protect the jobs of more than 4% 
million American workers whose livelihood depends on world trade 
and which will help create markets for additional American exports. 

Equally important, this is legislation which will provide a needed 
and effective instrument with which to combat Soviet economic 
aggression. Passage of this bill will promote the economic strength 
of the entire free world, and will help hold the free-world community 
firmly together in the face of Soviet economic threats and blandish- 
ments. 

In sum, this is legislation which, in my judgment, is good for the 
country and which is essential in the national interest. With your 
permission, I should like to tell you just why I believe this bill will 
advance our economic wellbeing, and how it will assist us in countering 
the Soviet economic offensive. 

First, however, let me point out that the Secretary of Commerce is, 
by statute, responsible for fostering, promoting, and developing the 
foreign and domestic commerce of the United States. 

In “doing so, he must take into consideration the needs and problems 
of all segments of American business and industry. This includes 
those who engage, directly or indirectly, in foreign trade and invest- 
ment, as well as those who have little or no interest in foreign markets 
or foreign sources of supply. 

The United States today is by far the most important trading nation 
in the world. With world trade’s increasing importance to us, the 
Department of Commerce is playing an increasingly significant role 
in the formulation of our foreign-trade policies. 
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Additionally, the President has strengthened Commerce’s role in 
trade-agreement matters and in foreign economic questions, generally, 
by creating a Cabinet-level Trade Policy Committee, chaired by the 
Secretary of Commerce. This Committee now directly advises the 
President in the administration of the trade-agreements program. 

The recommendations made to the President by this body include 
action in escape-clause cases. The Committee guides the direction 
of GATT negotiations and is consulted on the proposed composition 
and membership of our delegations to GATT mectings. The Com- 
mittee reviews and advises the President respecting all recommenda- 
tions of the interdepartmental Trade Agreements Committee, and is 
consulted on other matters which influence this country’s position 
in world trade. 

Creation of the Trade Policy Committee is a new approach in this 
area, and reflects the fact that our domestic economic situation is 
receiving and will receive due weight when decisions on international 
questions are taken. 

Now, why does the President, and why do I, and why does the 
country believe that the bill under consideration is so essential and 
so important? A look at the magnitude and composition of our 
foreign trade provides one of the answers to this question. 

Our external trade has reached truly staggering dimensions; 1957 
was our peak trading year to date, with exports of manufac ‘tures, raw 
materials, and foodstuffs totaling $19 billion—and this comple tely 
exclusive of any military aid. In the same year, our imports totaled 
$13 billion. 

Trade levels in 1958, despite the recession, still are very high, and, 
today, foreign demand constitutes one of the important forces buoying 
up our industrial production and employment. 

By way of example, exports of finished manufactures in the first 
quarter of 1958 were down only 4 percent from the 1957 first-quarter 
level, while our production of manufactures had dropped by 11 per- 
cent. Trade of this magnitude is, obviously, of very great importance 
to our economy. 

World trade provides the livelihood for at least 414 million American 
workers—about 7 percent of our labor force. 

Our exports of goods and services currently represent about 6 
percent of the Nation’s output. 

The value of United States goods marketed abroad in 1957 exceeded 
the value of all consumer purchases of automobiles, parts, and acces- 
sories, or all residential construction, or all consumer purchases of 
furniture and household equipment, or, to take examples from the 
field of agriculture, all cash receipts of farmers from crop marketing, 
or all cash receipts of farmers from marketing of livestock and live- 
stock products. 

We exported around 10 percent of our entire output of movable 
goods in 1957, including 13 percent of our machine tools, 20 percent 
of our production of trucks, 29 percent of our construction and 
mining equipment. 

And, in agriculture, on an average over the last 5 crop years, 25 
percent of our cotton, 28 percent of our tobacco, and 32 percent of 
our wheat. 

Figures of these dimensions forcefully demonstrate the importance 
of world markets to every area of the United States, and every major 

segment of business and agriculture in our country. 
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There are those who say we can continue to sell, even if we do not 
buy. This is just not so. Nations, like individuals, must evaluate 
their needs in terms of their purchasing power. 

Countries without dollars cannot purchase American products, 
much as they might like to, or much as we might like to sell to them. 

For proof, I want to show a chart and, Mr. Chairman, I have several 
charts that I will come to in the course of the next few moments. 

This chart shows total international payments. 

There is the line showing our receipts. It goes back to 1919, and 
here is the line showing our payments, and there is the line showing 
our receipts. 

And you can see for yourself how closely correlated are the 2 sets 
of statistics, running back, as I said, almost 40 years. 

Throughout the period, changes i in United States receipts have cor- 
responded very closely to changes i in the level of United States pay- 
ments to foreign countries. 

In other words, what foreigners spend here for goods and services, 
on the record, is closely related to what we spend abroad, chiefly for 
their goods and services, but also including our investments abroad 
and our foreign aid outlays. 

Now, I have a chart here, we call our block chart, that shows for 
1957 the balance of payments. 

On the left-hand side are the—what the foreigners bought from us. 
They bought goods and services totaling slightly over $26 billion. 
Freight, travel, other services, and investment income are in the blue 
block. 

Below that are the exports, our exports of foodstuffs, raw materials 
and semimanufactures, and, finally, the red block, the exports of 
finished manufactured products. It is a total of $26 billion. 

This is balanced on the right-hand side by what we bought abroad, 
and we brought in the red block at the bottom $3% billion of finished 
manufactures; the next block is the foodstuffs, raw materials, and semi- 
manufactures, and finally freight, travel, other services and invest- 
ment income. 

So we sold by way of goods and services $26 billion, and we bought 
about $18 billion. 

Now how was the difference balanced out? 

First by $3.2 billion of military purchases—that includes the money 
spent by the personnel of our military establishment stationed abroad ; 
$2.8 billion by Government aid. 

Senator Krrr. I do not want to interrupt you there, Mr. Secretary, 
but did I understand the $3.2 billion is the individual purchases of 
our military personnel or is that purchases by our Government? 

Secretary Wueks. No; this is cost of maintaining our troops and 
other installations abroad, plus what the personnel themselves spend 
out of their own pockets. 

Senator Kerr. Yes. 

Secretary Weeks. From their salaries and so on, pay. 

Finally, the last block, $3 billion of United States private invest- 
ment abroad. This gives you a general picture of what we did last 
year, and I will proceed. 

What part now have reciprocal trade agreements played in the 
favorable trading developments of recent years? 

To my mind, a very important one. 
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We have had our best opportunity to judge the worth of the program 
during the past 5 years or so. Before this, World War II and its 
aftermath and the Korean war had so distorted world trade, had so 
increased the need of many countries for imports, and so reduced their 
ability to export, that the effects of reciprocal tariff reductions were 
temporarily overshadowed during this period. 

By looking at the last 5 years, when economic conditions have 
become more normal in most countries, I think we can see better what 
has happened during a period when tariff rates have again become an 
important factor in trade. In this way we can form some idea of the 
world of a program under which we and all or our important trading 
partners have reciprocally lowered many duties. 

Let me present to you a chart in which we have compared under 
the heading ‘Exports and Imports of Finished Manufactures in 
Constant 1956 Dollars,” the trend of exports and dutiable imports. 

The export total has been arrived at by subtracting the total value 
of our foreign-aid grants. 

Now, the pointer is pointing over on the left-hand side, we have the 
picture, way over, of our imports below, and our exports above, in the 
period from 1926 until the Second World War. 

Then I have blocked out the World War II and its aftermath 
and started again in 1951. 

And up above we have the line showing the steady increase in the 
export of finished manufactures and below a moderate increase in the 
import of finished manufactures. 

This red line above is arrived at by deducting arbitrarily every 
dollar of military or other aid, part of the aid program of this country. 

Senator Kerr. At this point in order that I may better understand 
and not interrupt- 

Secretary Weeks. Yes, sir. 

Senator Kerr. Can that be related to the one that just preceded it? 

Secretary Werks. No—— 

Senator Kerr. I mean the exports minus Government grants 
appears to be $8 billion. 

Secretary Werks. Yes, sir. 

Senator Kerr. What was the figure that was over there, sir? 

Secretary Weeks. The figure over there is $10.4 billion. 

Senator Kmrr. I thought it was $19 billion. 

Secretary WrEks. Well, $19 billion includes foodstuffs, raw ma- 
terials, and semimanufactures. 

Senator Kerr. What does this include? 

Secretary Wenks. This is just finished manufactures. 

Senator Kerr. I thought that was everything except Government 
grants. 

Secretary Weeks. No; this red line is just the finished manufac- 
tures. 

Senator Kerr. I see. 

Secretary Werks. Just the finished manufactures, with no Gov- 
ernment aid included. Everything is arbitrarily taken out. And 
the reason I use dutiable imports is that this is the area where a 
tariff debate would result. 

Those items that are on the free list were put on the free list in 1930, 
in the Smoot-Hawley Tariff Act, and still remain there. 
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Let me say that the really significant factor to be noted is the 
tremendous increase of our exports of finished manufactures in the 
last 5-year period as concentrated in this particular field with a 
relatively small increase in dutiable imports of the same category of 
goods. 

And while we attempt, I maintain, while we attempt to provide a 
reasonable measure of protection for industries that might be in 
difficulty, there, as I see the picture, is an obligation to give a measure 
of protection to the $8 billion of finished manufactures made in the 
plants, mills, and factories of this country. 

In somewhat more detail let me now refer to several charts depicting 
trends of the last 5 years in exports and imports of particular types of 
commodities and for this purpose I am choosing examples from 
industries whose products are both exported and imported on a 
significant scale. 

I am including several industries whose spokesmen have been known 
to complain publicly about competitive imports, even though their 
products are exported in much larger volume than they are imported. 

As I look at the figures I wonder, as I have often wondered in the 
past, if such spokesmen are bearing in mind the stake which their 
own industries have in the maintenance of export markets, and if 
they realize how much they themselves might stand to lose should the 
United States follow shortsighted policies leading to shrinkage of our 
markets abroad. 

Let us look, for example, at our chemical trade. In 1953, we ex- 
ported about $900 million worth of chemicals and allied products. 
At about this time the chemical and allied-products people—many of 
them, not all, but many—looked at the future with dire foreboding if 
this trade policy were maintained in being. In 1953, we exported 
about $900 million worth of chemicals and allied products and im- 
ported some $450 million worth. 

Now our exports of chemicals have risen continually simece 1953, 
and total in 1957, $1% billion, 70 percent above the 1953 levels, while 
the imports have held steadily at or below the level of 1953, and this 
does not strike me as the record of an industry in dire jeopardy from 
import competition. 

Rather it suggests an industry with a vital stake in keeping as 
clear as possible its channels to export markets. 

One of the most important single classes of United States exports 1s 
industrial and business machinery. These exports have risen from 
$1,700 million in 1953 to more than $2.6 billion today, in 1957. 

Imports, although acquiring some consequence in the past decade 
have risen much less since 1953, from $150 million to $280 million 
a year. 

Similarly, while imports of iron- and steel-mill products have held 
steadily at roughly $200 million between 1953 and 1957, over the 
same span exports of steel products approximately doubled, moving 
from about $560 million to more than $1,100 million. 

Still another industry in which our exports have grown rapidly is 
paper manufacturing. 

Exports of paper and paper products have risen by more than 60 
percent since 1953. 

To be sure, our imports of paper and paper manufactures, exclusive 
of newsprint for which we rely chiefly on foreign supplies, have risen 
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by a similar percentage but they remain less than one-third as large 
as the corresponding exports. 

Now let us look at cotton textiles, where the trade picture does 
not seem as good as some of the others. 

Imports of cotton manufactures doubled from $73 million in 1953 
to $154 million in 1956, and amounted to $136 million last year. 

Over the same interval, exports of cotton manufactures have 
declined somewhat from $272 million in 1953 to $253 million in 1957. 

But we should not lose sight, I think, of the overall picture in which 
United States cotton textile exports remain nearly twice as large as 
the imports. 

Actually in cotton cloth last year the exports were $148 million, 
and the imports $35 million. 

And imports such as they are, still rank only between 2 and 3 percent 
of domestic production. 

Now in this connection, I would remind you of our recent efforts 
in bringing to the attention of the Japanese the implication of the 
very rapid rise in United States imports of cotton textiles which was 
under way a few years ago. 

The Japanese decided ‘to limit their exports of such products to us, 
and I believe that this voluntary action on the part of Japan has 
worked well in the interests of both countries. 

In a world as complex as ours, in which a variety of factors affect 
trade, it is difficult to isolate the effects on trade of any one influence. 
It is clear that many things in addition to the reciprocal trade agree- 
ments program have played a part in these favorable developments 
which I have described. 

But while it would be incorrect to attribute these advances solely to 
the reciprocal trade agreements program, it is, as I have said before, 
downright wrong to condemn a program under which such spectacular 
strides have been achieved. 

We may not be able to measure precisely the part played by the 
program in expanding our exports, but these were the rules under 
which the game was played while our trade was making such out- 
standing progress from 1953 to date. 

In the light of the results how can one say the rules are bad? 

Let me now describe very briefly the specific proposals contained 
in the bill you are considering. 

First, it is proposed that ‘the President’s authority to enter into 
trade agreements be extended for 5 years, from June 30, 1958, through 
June 30, 1963. 

As I will explain in detail later, a 5-year renewal of negotiating 
authority is needed primarily to enable us to help maintain and 
further develop our trade relations with the European common 
market. 

We sold over $3 billion of American products to the common 
market countries in 1957, and it is important to American industry 
and agriculture that the new common market duty rates be as low 
as possible. 

The United States needs to undertake careful and exhaustive 
preparations and conduct detailed negotiations with the common 
market; and in order to do so, the President must be provided with 
sufficient authority. 
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It is further proposed that additional authority be provided to 
reduce duties in carrying out trade agreements entered into between 
July 1, 1958, and July 1, 1963. 

This would consist of authority to reduce individual rates of duties 
to a point not below the lowest rate resulting from applying any one 
of the three following methods: 

(1) Reducing the “July 1, 1958, rate by not more than a total of 
25 percent. The President would be authorized to make reductions 

radually over a period of time in not more than five annual stages, 
Fen percent of the rate would be the maximum reduction which 
normally could be put into effect for the first time in any one year. 

(2) Reducing the July 1, 1958, rate by not more than 2 percentage 
points. Such reductions would also have to take effect by stages, 
not exceeding 5; and no reduction of more than 1 percentage point 
normally could be made effective in any 1 year. This alternative 
authority would be significant in the case of rates of less than 8 per- 
cent, where 2 percentage points would be a larger reduction than the 
maximum reduction under the first method. 

(3) Reducing, as is presently authorized, an existing rate which is 
above 50 percent ad valorem down to 50 percent ad valorem. Here, 
too, reduction would have to be made gradually by stages. This 
alternative authority would be significant in cases of rate over 66% per- 
cent, where it would permit a greater reduction than under the above 
first alternative method. 

It is proposed not only that the peril point and escape clause pro- 
cedures and other safeguards for American industry and labor in the 
present law be continued, but also that the safeguards be strengthened. 
Specifically, it is provided that: 

The Tariff Commission would be given more time—6 months in- 
stead of 120 days—in which to complete peril point investigations and 
reports. 

Tariff Commission investigations and reports in escape clause cases 
are to be completed in 6 months instead of the 9 months allowed by 
the present law. 

The Tariff Commission would be given the power of subpena as 
needed to acquire information relevant to its trade-agreement respon- 
sibilities. 

The President would be given greater authority to raise duties. 
He would be authorized to raise duties as much as 50 percent over 
the rates which existed on July 1, 1934. This represents a significant 
change from the present law, under which the President now has 
authority in escape clause cases (1) to terminate the trade agreement 
concession, with the result that usually the rate established by the 
Tariff Act of 1930 then applies; or (2) to increase the duty by as 
much as 50 percent over the rate existing on January 1, 1945. 

Since on many items the 1934 rates were substantially higher than 
the 1945 rates, this change would increase the extent to which duties 
on such items could be raised where necessary to avert serious injury 
to domestic industries. 

The President would be authorized, in escape clause cases, to im- 
pose duties of up to 50 percent ad valorem on duty-free items which 
have been bound in trade agreements. 

The eligibility of organizations or groups of employees to file appli- 
cation for an escape-clause investigation would be made explicit. 
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When the President disapproves in whole or part a Tariff Commis- 
sion recommendation in an escape-clause case, effect would be given 
to any part of the recommendations which has not been made effective 
if there is approved, within 60 days of the submission of the report 
of the President’s disapproving action, a concurrent resolution by a 
two-thirds vote of both Houses of Congress. 

Any such resolution would be privileged in order to expedite con- 
gressional consideration. 

It is also proposed that the law provide for more prompt and effec- 
tive consideration of serious injury cases, under these circumstances: 
The Tariff Commission shall promptly institute an escape-clause inves- 
tigation, if in the course of a peril-point investigation it finds that an 
increase in the existing duty or additional import restrictions is re- 
quired to avoid serious injury. 

Finally, it is proposed that the national security amendment be 
changed to specify certain of the factors which are to guide the 
Director of the Office of Defense Mobilization and the President in 
considering whether imports are threatening to impair the national 
security. In addition, certain procedural changes are made in the 
consideration of national security cases. 

The bill specifically directs the President to include in his annual 
report on the operation of the trade agreements program a statement 
on progress made in removing restrictions maintained by other coun- 
tries on imports from the United States and states that it is the sense 
of Congress that the President shall seek information and advice 
from representatives of American industry, agriculture, and labor 
during the course of negotiating trade agreements. 

I want to say a few words about safeguards protecting American 
industry. 

While stressing the desirability of an expanded foreign trade, and 
our need in this connection for the authority conferred by this legisla- 
tion, I want to stress with equal force my belief that when we wor rk for 
increased trade we have a clear duty to see to it that we do not grant 
tariff reductions which cause serious injury to individual segments 
of American business. 

I believe the safeguards contained in the present legislation, as 
significantly reinforced by H. R. 12591, fully meet this essential need. 

There are two broad types of problems against which we all agree 
safeguards are needed. ‘The first is the possibility of serious injury to 
individual industries or segments of industries. This is the problem 
of commercial injury. 

The other is the possible threat to our national security—the risk 
that imports might interfere with production we need for national 
defense. These are two different problems and the safeguard pro- 
visions are similarly distinct. 

Our safeguards against commercial injury are of two kinds. One— 
the peril-point procedure—is designed to identify such problems in 
advance and avoid making tariff concessions which will threaten 
commercial injury. The other is a remedial provision—the escape 
clause designed to give individual firms and industries a procedure 
for seeking a remedy where concessions do as a result of unforeseen 
circumstances create such injury. 

And as I noted at the beginning of my remarks, the bill you are con- 
sidering strengthens significantly both the peril-point and the escape- 
clause procedures. 
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There has been some feeling that the limitation of tariff increases 
to 50 percent above the 1945 rate might in some cases make such 
relief inadequate. Too, there has been fear that the inability under 
present legislation to impose duties on duty-free items might work 
hardships on certain industries. 

It is in recognition of these situations that the bill before the com- 
mittee proposes that the level to which the tariff could be raised in 
such cases be substantially increased by raising the ceiling to 50 
percent over 1934, and that duties of up to 50 percent ad valorem 
could be levied on duty-free items. These changes would importantly 
enlarge the relief available under escape-clause procedure. 

As for the national security provision, which is spelled out in more 
detail in this bill than previously, here the coverage is even broader 
than in the case of the commercial injury escape clause. 

The President’s authority extends to imports of all items, whether 
or not they have been subject to a tariff concession. Here the 
President’s authority is all inclusive—the adequacy of the remedies 
available is self-evident. 

The President’s action on crude-oil imports—and I may parentheti- 
cally say that I was, have been, and am now Chairman of the President’s 
Committee to make recommendations respecting this general situ- 
ation—the President’s action on crude-oil imports and morerecently 
on imports of unfinished gasoline evidence the fact that the provisions 
of the statute are available and are invoked when occasion requires. 

There has been criticism of the operation of the escape-clause 
provisions, so let us examine the record to date. 

The fact is that most unsuccessful escape-clause applicants failed 
to obtain action because they did not make a case for injury in their 
appearance before the Tariff Commission. 

Since the institution of escape-clause procedure of the 87 cases filed 
with the Tariff Commission, 54 cases were either dismissed at appli- 
cant’s request, terminated without finding or rejected by the Com- 
mission. Three are still pending. 

The remaining 30 cases were sent to the President with a recom- 
mendation for action. 

These 30 cases which were presented to the President by the Tariff 
Commission involved 26 commodities. 

Of the 26, 2 are still pending; and of the remaining 24, the President 
has taken action in 12—in 10 by accepting the Tariff Commission 
recommendations and in 2 by other appropriate means. 

It is indeed a tribute to the operation of the Trade Agreements Act 
that while we have made concessions on about 3,000 items that move 
in world trade, over a 5-year period only 26 commodities reached the 
President’s desk under escape-clause procedure. 

In each case where he decided not to invoke the escape clause, the 
President documented fully and publicly his reasons. In some cases 
the President concluded that serious injury as a result of imports had 
not been demonstrated; in others, that the proposed tariff increase 
would not remedy the situation in any significant way. 

While basing his decisions primarily on these considerations, the 
President—whose responsibility it is to conduct the foreign relations 
of the United States—obviously also had to weigh the effects of 
particular actions on our relations with other nations, on our alliances, 
and on our military security itself. 
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In my House testimony I cited the case of fish fillets, where the 
President concluded that the raising of duties would not really im- 
prove the situation of our industry, and, as I interpreted his action, 
it might well push Iceland, a friendly small country, far into a position 
of economic dependence on the Soviet Union. 

Iceland plays a vital role in our defense alliances by virtue of its 
geographic position. lustead of raising duties, therefore, the Presi- 
dent decided to take a series of other measures which he judged would 
more effectively assist our domestic interests without prejudicing our 
relations with an essential ally. 

More recently, the actions on certain metals and minerals which 
the President has proposed and which the Senate is now considering, 
are other examples of how effective relief can be granted to deserving 
industries by other than tariff means, thereby contributing greatly 
to the proper conduct of our foreign relations and furthering our 
national interest. 

I want to stress with the utmost vigor the vital role played by the 
President’s discretionary powers in these matters. As | have stated, 
the legislation you are considering contains a provision, acceptable to 
the President, under which a concurrent resolution by a two-thirds 
vote of both Houses of the Congress can override Presidential dis- 
approval of a Tariff Commission recommendation. 

To go beyond this in limiting the President’s discretion, as some have 
suggested, would in my judgment be a very serious mistake. The 
record of the President’s action in these matters demonstrates that 
he has used his authority wisely in our national interest, and I consider 
it absolutely vital that he continue to be able to exercise effectively 
this discretionary power. 

As I have followed the debate on the reciprocal trade program, | 
have given very careful consideration to the arguments of those 
opposing it. 

Let me refer to a few of them very briefly. 

There are those who charge that the reciprocal trade agreements 
program is not truly reciprocal, that we have reduced our duties with- 
out receiving in return equivalent reductions from our trading partners. 

The facts demonstrate the contrary. We have obtained concessions 
from foreign countries which about match in volume and value the 
concessions we have given. While our duties have dropped signifi- 
cantly during the life of the program, so have those of all of our 
principal trading partners who participate with us in the program, and 
here, Mr. Chairman, may | insert for the record, I will spell it out here: 
Our duties have been reduced to a level of average ad valorem equiva- 
lent duties prewar approximately 37- 

Senator Kerr. What do you mean, eneonk? 

Secretary Werks. No—have been reduced from 16 to 6 percent. 

Germany, Western Germany, has reduced its average ad valorem 
equivalent duties from 28 percent, down to 6 percent. 

France from 22 down to 6, Italy 12 to 8, heeceres Luxembourg from 
12 to S—6 to 4 rather, Sweden, from 9 to 5%, and the United Kingdom, 
exclusive of revenue duties on such items as tobacco, liquor, and 
petroleum products from 4 to 2. 

I will see these figures are provided for the record. 
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(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following statement:) 


Changes in tariff levels of selected countries with which the United States has trade 
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Now following the war many foreign countries imposed quantitative 
restrictions on dollar goods for balance-of-payments reasons. Such 
quota restrictions had considerable effect on trade patterns. We 
agreed that quotas could be used as long as balance of payments 
problems made them necessary. We realized, of course, that these 
financial problems deferred some of the benefits we obtain from 
trade-agreement concessions, but considered this inevitable as long as 
countries could not in any case pay dollars for more imports. 

There was full agreement by all parties, however, that quota 
restrictions should be relaxed and removed as rapidly as circumstances 
permit, and this basic commitment is written into the GATT. 

Most people are not aware of the extent to which these quantitative 
restrictions have been eased in recent years, particularly in Western 
Kurope. 

Today, for example, Belgium, the Netherlands, and Germany— 
three of our principal trading partners—- impose virtually no restric- 
tions on imports of dollar goods. 

Sweden has freed 70 percent of its private dollar imports from 
quota restrictions; Italy, 72 percent; Denmark, 55 percent; Norway, 
85 percent; in fact, practically all of the countries of Western Europe 
have taken some steps to remove quotas on dollar imports. 

This development undoubtedly has played a part in the extremely 
favorable development of our European trade in recent years—our 
exports to this area having increased from $2.9 billions in 1953 to 
$6 billion in 1957. 

As I have already pointed out, the proposal for a 5-year renewal of 
the President’s authority to enter into trade agreements is intimately 
related to the recent creation of the European Economic Community— 
the so-called European common market. Here six European coun- 
tries, with a combined population almost equal to ours and a combined 
national product about one-third of our own, and consuming about 
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$3 billion worth last year of our exported products. They are in the 
process of forming a new economic grouping. 

During the next 12 to 15 years, the European Economic Community 
will gradually eliminate all duties on its internal trade, and will 
gradually adopt a common customs tariff to the outside world, in- 
cluding the United States. 

With this economic unification should come faster economic growth, 
and consequently enlarged opportunities in the European market for 
our traders and investors. The extent to which we can benefit from 
these enlarged opportunities will, however, depend upon the tariff 
rates ultimately adopted by the European Economic Community. 

The Community stands ready to adjust individual rates in return 
for reciprocal concessions by its trading partners. 

To my mind, it is extremely desirable for the President to have au- 
thority in this field which will enable us to maintain and expand our 
export markets in this vitally important area. It is not in the inter- 
ests of this country that we allow our trade to remain static while the 
rest of the world negotiates for greater opportunity. 

Why do we need authority for 5 years to negotiate successfully 
with the common market? Because it will take the European Eco- 
nomic Community the next 18 months or more to work out its pro- 
posed tariff rates. 

When these rates are known, we in this country will have to work 
out our list of possible United States concessions painstakingly and 
carefully, to insure that we screen out any which might threaten 
serious injury to any United States industry. This will bring us well 
into 1961. Then will come the negotiations themselves, comple x and 
involving many countries, and certain to take over a year. 

If there were no difficulties or de lays at any of these stages, it might 
be possible to conclude negotiations by mid-1962. We should not, 
however, take the chance that there will be no delays. 

We need a full 5 years to insure that everything we do is done after 
we have studied all the facts and considere d their implications. 

We must always bear in mind that it takes at least two to negotiate. 
Given our importance in world trade, our presence at negotiations of 
this sort is crucial to their success. Unless our presence is guaranteed 
by a full 5-year extension, other countries will not themselves under- 
take serious preparations. 

We have been examining the bill’s economic implications, but I 
would now like to turn to the relation of this legislation to the eco- 
nomic offensive which the Soviet Union has launched against the free 
world. The evidence mounts week by week that the Soviet Union, 
using combined programs of trade and aid, is attempting to increase 
its influence in the free world and lessen our own. 

Secretary Dulles has undoubtedly described to you the threat 
posed by these Soviet moves, and has toid you how seriously we should 
regard them. Let me say that the Soviet program, if successful, could 
seriously endanger our entire way of life. 

In its trade drive, Russia is paying particular attention to areas of 
political ferment and economic distress; in particular, it is cultivating 
the less developed countries of the world. Hardly a month goes by 
without new Soviet offers to one or another key country with problems, 
and the pace of Soviet offers seem, if anything, to be accelerating. 
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We should make a great mistake to underestimate the capacity of 
the Soviet bloc to state, to set forth on such an offensive or the appeal 
which Soviet offers may hold for other countries. 

The Soviet threat in the trade field is a real and a serious one. It 
would be doubly serious if, while the Soviets preach and practice 
expanded trade, we were to retreat from our position of trade leader- 
ship and were to weaken ourselves by self-imposed restrictions on 
trade. 

Stop trade, and the nations dependent on international exchanges 
will surely move away from us and toward the Communist world. 

As I have often stated, we do not have to sacrifice our domestic 
industries in order to counter the Soviet threat. 

What is essential is that we make it unmistakably clear to our 
friends that we intend to continue to trade with them, in the full 
sense of the word—that we intend to buy from them as well as sell to 
them. It is essential that they know we intend gradually and re- 
ciprocally to work for higher levels of world trade, and that we do 
not intend to retreat from our progress to date in this direction. 

It is this confidence of our friends in the continuity and direction 
of our trading policies that is crucial. If they feel they cannot depend 
on our good intentions, they will look elsewhere for the markets and 
sources of supply they so vitally need. I know of no better way to 
generate or retain this confidence than the passage of the legislation 
under consideration. 

To sum up, the reciprocal trade agreements program is one of our 
strongest weapons with which to counteract the Soviet trade offensive. 
It does not in itself provide the complete answer to Soviet economic 
penetration, but it is absolutely indispensable in the sense that, with- 
out it, nothing else we do is likely to be very effective. 

If we do not demonstrate to the world that we support the con- 
tinuing reduction of obstacles to free world trade, if our failure to take 
action weakens our friends to the point where they fall into economic 
dependence on the Soviet bloc, we will have lost a crucial battle in 
the epochal struggle of our times. 

To sum up, let me review briefly the points I have tried to make in 
support of this legislation. 

The program is a job-making and job-insuring program—today 
more than 4% million American workers depend upon world trade for 
their livelihood. 

Our foreign trade is vital to the future of our economy. Today 
we are the world’s greatest trading nation. 

The program contains adequate safeguards against injury to 
American industry, workers, and agriculture. 

The program is particularly important in view of common 
market developments in Europe and elsewhere; and 

Failure to satisfactorily reenact the program would severely 
handicap us in successfully countering the Soviet economic offensive. 

Debate between protectionist and free trader is nothing new in this 
country. The process goes back to the earliest days of the Republic. 

Neither is the debate new to me. As a manufacturer I have been 
concerned with these matters and concerned on the protectionist side 
of the argument. 

For a number of years I was president of the Home Market Club, 
which some years ago for lack of support fell into innocuous desue- 
tude—its remnants drifting into the American Tariff League. 
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When I came to Washington in 1953 I was eager to see how our 
trade might develop under this program. It has developed sub- 
stantially, as I think has been evidenced by the charts I have brought 
with me today and developed under the rules of the Reciprocal Trade 
Agreements Act. 

A Secretary of Commerce, if he is to do an honest job, must do 
what he can to provide protection both for the company and the 
worker who makes products for export and the company and the 
worker who compete with the foreign producer. 

In the light of this fact I have come to the inescapable conclusion 
that unless we walk a middle road in these trade matters our posture 
in the world will suffer and so will our trade. 

This bill attempts to walk this middle road and to give life and 
expression to my conviction that if either the free trader or the 
protectionist wins the argument they both will lose. 

Thank you, Mr. Chairman, that concludes my statement. 

Senator Kerr. Thank you, Mr. Secretary. 

I would like to ask some questions. 

You and the Secretary of State have used a figure of four and a half 
million American jobs. How do you get that figure? 

Secretary Weeks. The figure is arrived at, Mr. Chairman, by 
estimates and studies made by the Bureau of the Census and the 
Department of Labor. 

I believe it was in 1947, was it not, that the last accurate rundown 
was made? 

The projections since that date have been carried on on a sequential 
manner and this is the estimate of the number of people who are 
engaged in manufacturing goods for export, who are engaged in 
handling imports, the service trades and those who are also engaged 
in the first stage of manufacture of the imported raw materials. 

Senator Kerr. Well, then, what percentage of them would you 
estimate are employed by those engaged in or whose activities are 
connected with imports? 

Secretary Weeks. Do we have that breakdown? 

We have these figures. United States employment attributable to 
foreign trade in 1956, exports: nonagricultural workers, 2,516,000; 
agricultural workers, 602,000. 

On the import side: in transportation and distribution, 524,000; 
in the processing of imported materials, 858,000. 

Senator Kerr. That total is how much? 

Secretary Weeks. Four million five hundred thousand. 

Senator Kerr. I[ would like you to put in the record the authentica- 
tion of those figures. 

Secretary Werks. Yes, sir; we will do that. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following further statement on 
a point raised by Senator Kerr:) 

(The charts referred to are as follows:) 
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(Extract from Employment, Wages, and Foreign Trade) 


A Srupy SuBMITTED BY THE DEPARTMENT OF LABOR TO THE SUBCOMMITTEE ON 
ForEIGN TRADE Po.icy oF THE House CoMMITTEE ON WAYS AND MEANS IN 
SEPTEMBER 1957 ! 


INTERNATIONAL TRADE AND DOMESTIC EMPLOYMENT 


The most recent analysis of the effects of United States foreign trade upon 
domestic employment was made by the Department of Labor for the Commission 
on Foreign Economic Policy (the Randall Commission) and was published in the 
staff papers of that Commission. This study indicated that in 1952 approxi- 
mately 4'4 million workers in the United States owed their jobs either to making 
goods for export, processing imported raw materials and semimanufactured 
goods, or transporting and distributing imported commodities.2, On the basis of 
the growth in foreign trade which has occurred since 1952, the [Labor] Department 
now estimates that in 1956, this number had increased to about 44 million workers: 


United States employment attributable to foreign trade in 1956 


1, Exports: 
Nonagricultural workers 
Agricultural workers 

2. Imports: 
Transportation and distribution 
Processing imported materials 


A comparison of the components of the 1956 estimate with that for 1952 
indicates that there was an increase of over 360,000 workers in making manu- 
factured goods for export and over 130,000 workers in handling and processing 
of imports. This total gain of almost half a million workers has been partially 
offset by a drop of 265,000 agricultural workers, leaving a net gain of approxi- 
mately 225,000 jobs in the 4-year period. The decrease in agricultural employ- 
ment reflects both the increase in productivity of farm labor and the shifts in the 
pattern of agricultural exports among individual commodities. 

Senator Kerr. In your statement you give us some specifics of 
percentage of the Nation’s output in certain fields that have been 
exported. 

Based on the information you have and the charts you have shown, 
what percentage of that is related directly or made possible in part or 
entirely by our foreign aid program? 

Secretary Weeks. The large chart, the exports of finished manu- 
factures, the exports represented by the red line on the right, they 
have no Government participation in any way, shape, or manner. 

Now, in the separate industry charts, Mr. Blackwell, can you answer 
the question, are they also completely free from 

Mr. Buackwe.u. No, sir; the separate industry charts contain the 
total exports in each case. 

Secretary Weeks. But the difference in total would be between 
8 billion on this chart and on the block charts it is about 10 billion. 

Mr. Buackwe tu. Ten and a half billion. 

Secretary Weeks. So that you might—8 billion is finished manu- 
factures—hold that up for a minute—is without Government partici- 

ation, and last year on the block chart it shows sales. Put your 
block chart up there. 

Senator Kerr. Put it back up there. 


1 Published in the Compendium of Papers on United States Foreign Trade Policy for the use of the Sub- 
committee on Foreign Trade Policy of the House Committee on Ways and Means, p. 761 (1957). 

2 Staff papers of the Commission on Foreign Economic Policy, U. 8. Government Printing Office, Feb- 
ruary 1954, pp. 373, 374. As originally published, the estimate was 4.4 million workers, but the estimate of 
agricultural workers was later revised. 
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Secretary Weeks. It shows sales of 10,400 million. 

The difference is roughly $2 billion. 

Senator Kerr. I am trying to reconcile that twenty-six-billion- 
something total there with your statement on page 2; 1957 was our 
peak trading year to date with exports of manufactures, raw materials, 
and foodstuffs totaling $19% billion. 

Secretary Weeks. That is the two lower blocks on the left-hand 
side marked ‘‘Goods.”’ 

Senator Kerr. I am still trying to get in my own mind a clear pic- 
ture of what that freight, travel, other services, and investment 
income means. 

Secretary Werexs. We sell goods and services, and the goods 
total—— 

Senator Kerr. Well, do you sell goods that are not manufactured? 

Secretary Weeks. Oh, yes; semimanufactured and raw materials 
and foodstuffs 

Senator Kerr. No; they are neither foodstuffs nor raw materials. 
That blue there—— 

Secretary Werks. That blue there, the services you sell. They 
are—we buy freight, or sell freight services, our travel abroad and in 
this country. 

Senator Kerr. What freight services, Mr. Secretary? 

I am not disputing it but I am just trying to understand it. 

Secretary Werks. Well, ocean freight charges, one way and another, 
what they would charge us for carrying products of the foreigner for 
carrying goods, their goods, in our own bottoms. 

That would be the freight, ocean freight. 

Travel involves the travel of our people abroad 

Senator Kerr. That would not be an export, would it? 

Secretary Weeks. That is what they paid us on this side. The 
travel is what we pay them, part of that 4,900 million. 

Senator Kerr. You mean we have more tourists from them than 
they have from us? 

Secretary Werks. Oh, yes. We had nearly $2 billion of tourism. 

Mr. Biackwe u. No, sir, not just on tourism. We pay more in 
tourism alone than they do. But this includes all of the other invisible 
services, the blue bar. 

Secretary Werks. But on tourism alone our people spend much 
more abroad than their people spend in this country. 

Mr. Biackwe.. Yes. 

Senator Kerr. That is what I thought, yet the freight travel and 
other services and investment of our exports is nearly 

Secretary Weeks. It is six billion, nine. 

Senator Kerr, And yet we have a lot more people over there than 
we have over here. 

Secretary Wrerxs. Yes, but investment income on the left-hand 
side, what they owe us is a substantial item servicing private invest- 
ments and so on. 

Senator Kerr. There is not any way in the world for them to get 
a dollar to spend over here unless we buy a dollar’s worth from them, 
loan them a dollar or give them a dollar, is there? 

Secretary Werks. That is just as true as that—will you put up 
that first chart again? 

It shows for 40 years— 
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Senator Kerr. You say it is just as true, but is it true? 
Secretary Werks. It is true. It is bound to be true. 
What we have paid them over the years or what we have sold them, 

they pay us back, and those two lines follow almost identical 

Senator Kerr. How much more benefit is it to this country as a 
whole to have dollar balances in foreign countries with which they 
can buy our goods than it is to have dollar balances in such foreign 
areas as Oklahoma and Texas and Arkansas and Louisiana with 
which they can buy your goods? 

How much better is it for ‘other countries” than it is for “other 
States’’? 

Secretary Werks. Well, I can only answer that, Mr. Chairman, by 
saying that we have built up—there are many companies in this 
country——— 

Senator Kerr. I grant that. I grant that, I am not disputing 

that. 

Secretary Wrnks. Yes. 

Senator Kerr. I am just talking about the relative merit or worth 
or value of trade as between countries and as between States. 

Secretary Wrnxs. Well, I do not really myself think you can com- 
pare the two because we have to buy 

Senator Kerr. Well, here, you know that for instance, right now, 
in Texas an oil producer can only produce his oil well 8 days a month. 

Secretary Wuxrks. Is it eight now? 

I thought it was nine. 

Senator Kerr. That nine order is for next month. 

You ought to keep current on this. And that is not K-e-r-r-e-n-t. 
{[Laughter.] 

How much more is it worth to this country to spend dollars for oil, 
let’s say, in Saudi Arabia or Iraq or Venezuela than it is to spend that 
same dollar for oil in Oklahoma or Texas or Arkansas or Louisiana? 

Secretary Werks. Well, I believe, myself, if you could completely 
take a country and completely isolate it your theory might work out 

satisfactorily. But we have to trade. We have many raw materials 
that we have to buy and to bring into this country, and 

Senator Kerr. Mr. Secretary, you are engaging in an old senatorial 
custom known as evasion—detouring and filibustering and that is 
all right. 

Secretary Werks. I do not mean to. 

Senator Kerr. How much more valuable is it to send a dollar to 
Venezuela for oil insofar as our total economy is concerned than it is 
to send that same dollar to Oklahoma and Texas? 

Secretary Wenxs. Well, I think when you send a dollar or wherever 
you send it to, if you get value received if you can get a better value 

ere than there— 

Senator Kerr. Let’s say you get the same identical product, the 
same amount. Is it worth more to increase your dollar trade balances 
in favor of a foreign country or of a domestic area? 

Secretary Werks. Well, I do not think I can answer your question. 

Senator Kerr. I do not think so either. 

Secretary Werks. Because it ties right into every relationship 
that we enjoy with other countries. 

Senator Kerr. If you want to go on that, let’s tie it into some 
relationships. 
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Let’s say that an oil producer in Texas that has a hundred thousand 
barrels of oil to sell, if he sells it there he has got to pay somebody 
there to produce it, hasn’t he? 

Secretary Werks. Yes, sir. 

Senator Kerr. If he makes any money there he is going to pay 
taxes there, isn’t he? 

Secretary Werks. Yes, sir. 

Senator Kerr. Now the same thing is true if somebody in Venezuela 
has a hundred thousand barrels of oil to sell. 

Secretary Weeks. Yes, sir. 

Senator Kerr. He has got to pay somebody there to produce it. 
He has got to pay taxes there. 

Secretary Weeks. Yes. 

Senator Kerr. He has got to engage in activities there which 
build a local community and a national economy hasn’t he? 

Secretary WexEks. Yes, sir. 

Senator Kerr. Those are all related matters, aren’t they? 

Secretary Wurks. Yes, sir. 

(The following supplemental statement is submitted for insertion 
at this point followmg Secretary Weeks’ reply.) 


In considering the effect of buying a given amount of petroleum from a domestic 
source or from abroad, there are at least three different aspects of the matter 
which must be separately discussed. 

(1) The effect on the national security. 

(2) The effect on the level of activity and prosperity of the domestic 
petroleum-producing industry. 

(3) The effect on the economy as a whole. 

The first two considerations relate to the special effect of the action on the 
American petroleum industry, while the third relates to its economic effect in the 
economy as a whole as distinct from the particular effects in the petroleum field 


1, EFFECT UPON THE NATIONAL SECURITY 


The question of whether, solely from this standpoint, it is preferable that a 
given amount of petroleum be purchased domestically or imported depends upon 
a detailed examination of the levels of activity in domestic petroleum production, 
the relation of domestic and foreign capacity to probable national defense require- 
ments, and the consequent effect of domestic purchases versus imports upon the 
ability of the economy to meet mobilization requirements. he “national 
security provision” (sec. 2 of the act of July 1, 1954) provides for the investigation 
of such questions and the adoption of measures necessary to insure that imports of 
any product do not impair the national security. In the case of petroleum, this 
section has been invoked and the President, acting on the recommendations of a 
Cabinet committee which studied the question, has imposed limitations on 
petroleum imports in order to protect the national security. 


2. COMMERCIAL DAMAGE TO DOMESTIC PETROLEUM INDUSTRY 


The “escape clause (sec. 7 of the Trade Agreements Extension Act of 1951) 
provides procedures by which any industry which believes it is threatened by 
serious injury as the result of imports resulting from trade-agreements concessions 
may apply to the United States Traiff Commission for relief. The petroleum 
industry has to date not made application under the escape clause but if at any 
time it believes that the level of imports of petroleum threaten such damage, it 
would be free to do so. (Such an application was filed in 1949 under an earlier 
procedure then in force. The 1949 application was dismissed by the Tariff 
Commission after preliminary inquiry.) 


38. OVERALL EFFECT UPON NATIONAL ECONOMY 


Over and beyond the questions covered in (1) and (2) above, is the question of 
how, independent of the particular effects on the domestic petroleum industry, the 
national economy is affected when a given amount of petroleum is imported or 
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when it is purchased. It has been pointed out in this connection that a purchase 
of petroleum from domestic sources results in the domestic petroleum producer 
employing labor, paying taxes, and otherwise contributing to the development of 
the domestic economy. It would be quite incorrect, however, to assume that if 
the petroleum were imported rather than purchased domestically there would be 
no similar results. The fact is that when petroleum is imported, the dollars 
earned by the nation selling the petroleum are in turn used to purchaseUnited 
States exports. The producers of the United States goods exported in turn 
employ labor, pay taxes, and otherwise contribute to the development of the 
United States domestic economy in exactly the same fashion as the domestic oil 
producer. Thus a buyer’s choice between domestic purchase and import does 
not make any difference as far as the end result of domestic United States em- 
ployment, production, and economic activity are concerned. This takes place in 
either case. The buyer’s choice will, of course, affect the question of what type 
of labor is employed, what type of product is made, and conceivably in what part 
of the nation this economic activity takes place. In the case of a domestic 
purchase of petroleum the employment and other effects would occur in oil- 
producing regions and in the petroleum industry. In the case of a decision to 
import, these effects may be felt by United States farmers, United States ma- 
chinery producers, or other United States industries, depending entirely upon the 
type of export which the oil-producing foreign country chooses to purchase in 
the United States with the money received from its oil sales. 

In the long run, in a free-enterprise economy such as the United States, the 
buyer’s decision as to whether he purchases domestically or imports will largely 
depend on which source supplies him at the lowest cost. If the domestic producer 
is the more economically efficient, he will get the business and if not, there will be a 
long-run tendency, subject to appropriate levels of tariff protection, for the over- 
seas producer to get the business. If the domestic producer gets the business, then 
the expansion of the United States domestic economy will take place in his in- 
dustry. If on the other hand the foreign producer gets the business, then the 
expansion of United States industry resulting from the import will take place in 
those United States industries which are, by virtue of their economic efficiency in 
the best position to compete for export sales to the foreign country. 

Subject to the special safeguards described in (1) and (2) above, to prevent 
serious injury to a domestic industry or a threat to national security, the overall 
interest of the United States economy is better served by the expansion of efficient 
United States firms and industries than it would be by the expansion of less 
efficient United States industries when the latter takes place at the expense of 
inhibiting such expansion by our more efficient industries, 

Senator Kerr. Which is the better to do, to build it in Venezuela 
or in Texas or Oklahoma or Arkansas or in Louisiana? 

Secretary WeEEks. I think it is better to do—and we are confronted 
with facts as they are, I think— 

Senator Kerr. Well, now, one of the facts you are confronted with 
is this: that a Texan is allowed to produce 8 days a month, at an 
average rate of 13 barrels a day per well. 

Can you multiply 8 by 13? 

Secretary Weeks. Yes, sir; I can. 

Senator Kerr. How much is it? 

Secretary Weeks. 104. 

Senator Kerr. 104 a month. 

In Venezuela the average is over 150 barrels a day and he produces 
every day. 

Can you multiply that? 

Secretary Werks. 150 barrels a month. 

Senator Kerr. A day. 

Secretary Werks. A day, and he produces every day. 

Senator Kerr. Yes. 

Secretary Weeks. Well, that sounds to me like about 4,500 barrels. 

Senator Kerr. That is right. 

Now in Saudi Arabia and Iraq it averages about 5,C00 to 6,000 
barrels a day, and he produces every day. 
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Do you know how long it would take a Texas operator to produce a 
well that would get as much oil out if it to send into this country as one 
of those wells do in a day? 

Secretary Werks. Not offhand; no, sir. 

Senator Kerr. Well, you said it was 104 barrels a month. 

Secretary Wurks. Yes. 

Senator Kerr. How many months will it take him to produce 
what they produce over there in a day? About 40 or 50 months? 

Secretary Werks. Yes. 

Senator Kerr. Four or five years? 

Secretary Werks. Well, this, Mr. Chairman 

Senator Kerr. Do you think, that is a wholesome result for a 
trade program? 

Secretary Wrrxs. Well, this, Mr. Chairman, everything in life 
is a question of degree and this is why 

Senator Kerr. Well, I know there are those who say you can 
cut a dog’s tail off an inch at a time and not hurt him as bad as if 
you cut it off all at once. You know it is question of degree. 

Secretary Weeks. This is why under section 7 a certification was 
made that the national security was in jeopardy, and the President 
called a committee together and appointed me Chairman and that is 
why they took the action. 

Senator Kprr. I am glad you took the action but I am trying to 
get you in your own mind and in your own words, to arrive at a con- 
clusion and state which is a better thing for this country to increase 
its imports of oil from the Southwest or from foreign countries. 

Secretary Weeks. Well, I think that this country is today a creditor 
nation. I think the thing for us to do is to build the foreign trade. 

Senator Kerr. Well, there are $800 billion internal debt, There 
are a lot of creditors in this country and debtors, too; aren’t there? 

Secretary Wenks. Yes, sir. 

Senator Kerr. Now is it any more important to relieve the situa- 
tion of the debtor in a foreign country than in this country? 

Secretary Werks. Well 

Senator Kerr. I am talking about it as a contribution to the na- 
tional economy. 

Secretary Werks. Well, the import of your line of thought would 
carry you to a complete isolation from trade 

Senator Kerr. No, no. I do not think so, but the extent of your 
thought would carry it to a total exclusion. 

Secretary Werks. Exclusion of what, sir? 

Senator Kerr. Well, do you think that the present situation of 
8 days a month for a Texas operator, at 13 barrels a day as compared 
to 30 days a month at 160 barrels a day for a Venezuelan well and 
operator is a situation that is equitable and properly adjusted? 

Secretary Weeks. Well, I am not able to say why 

Senator Kerr. Wait a minute. You are Chairman of the Com- 
mittee that decides that, and, therefore, I think we are entitled to 
know what you think about it. 

Secretary Werks. Well, the Committee 

Senator Kerr. I think the President has put a pretty good man 
in charge, and I am trying to demonstrate it. 

Secretary Werks. Thank you, sir. 
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Senator Kerr. But I cannot do it if you tell the committee you 
don’t know. 

Secretary Wrerxs. We have got a man here, my Assistant Secretary, 
Mr. Mueller, who knows, if I do not. But let let me 

Senator Kerr. You mean he knows whether you know or not? 
What do you mean by that? 

Tell us, does the Secretary know? 

Mr. Mus.uer. He certainly knows. 

Senator Kerr. I thought he did, too, and that is the reason I have 
given him an opportunity to tell us. 

Mr. Murtusr. May I help you, sir? 

Secretary Werks. Go ahead. 

Senator Matoner. What is his name? 

Senator Kerr. Mueller. Identify yourself. 

Mr, Muetier. I am Assistant Secretary of Commerce for Domestic 
Affairs. 

Senator Kerr. That is commercial affairs. 

Senator Martone. I knew somebody had a hold of it, but I did 
not know who. 

Mr. Mvetuer. You posed, first, a question of why would not it be 
better. 

Senator Kerr. I did not ask you why. I just asked him if it 
were. I asked him which was better, to fix it so that the oil producer 
in the Southwest would import more oil into the rest of the country 
or the importer in a foreign country; which is better for the American 
economy. 

Mr. Muve turer. I don’t think you can answer it categorically. 

Senator Kerr. Well, if you cannot, you said you were going to. 

Mr. Mueuuer. No; I said I was going to answer 

Senator Kerr. The Secretary was in the posture of being unable 
to answer it. If you are in the posture of being unable to answer it, 
how are you helping him? 

Secretary Weeks. I will answer it this way, if I may. I will say 
this: As I said before, everything in life is a question of degree. We 
cut down, on a voluntary basis, we endeavored to cut down the im- 
ports of crude to 12 percent of the production in this country, and 
this we did last summer, and we pulled back the total again in March 
of this year. 

Senator Kerr. Mr. Secretary, are you telling this committee that 
the foreign imports are only 12 percent of the total domestic? 

Secretary Werks. Of the crude production; yes, sir. 

Mr. Mvetter. Crude. 

Senator Kerr. Have you got figures of what they are? 

Mr. Muetter. The crude production right now is about 6% million 
barrels a day. 

Senator Kerr. But he said last summer—— 

Secretary Werks. And again I was about to say that we made 
another study and another recommendation on March 25 of this year. 
We held to the same percentage, and we reduced the imports, on a 
voluntary basis, from about 771 to about 713. 

Mr. Mvetuer. In regions 1 to 4. 

Secretary Weeks, And in regions 1 to 4. 

Senator Kerr. Well, this is the whole country. 

Secretary Werks. No; that is all except the Pacific coast. 
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Senator Kerr. I say this is a total country, is it not? 

Secretary Werks. Yes, sir. 

Senator Kerr. You see, your 12-percent figure is not accurate, if 
I know anything about it. Imports last week of crude products was 
1.5 million barrels. Mr. Mueller. 

Mr. Mvetier. That includes residual- 

Senator Kerr. That is oil and products. 

Mr. Mvetter. That is right, sir. 

Senator Kerr. What was the domestic production? 

Mr. Mve.ter. Six and a half million. 

Senator Kerr. What relationship is 1.5 to 64? 

Mr. MvE ter. I appreciate that. 

Senator Kerr. What relation is that 15 to 65? It is approxi- 
mately—well, I would say——— 

Secretary Weeks. Twenty-three percent. 

Mr. Mvetuer. Twenty-three percent. 

Senator Kerr. But that is not 23 percent. 

Secretary Werks. I said “crude.” 

Senator Kerr. You said you just recently made it effective as a 
product. 

Secretary Werks. Well, more recently, I said that last summer we 
set the basis at 12 percent imports of crude production, then in March 
of this year 

Senator Kerr. But, you see, on that 12 percent—— 

Secretary WEEKs. We pulled back. 

Senator Kerr. That 12 percent? 

Secretary Werks. What is that? 

Senator Kerr. That 12 percent was only east of the mountains. 

Mr. Mvetier. That is correct. 

Secretary Weeks. In districts 1 to 4. The other districts were 
handled separately. 

Mr. Mve.tier. Region 5 is a deficit area. Region 5 does not, 
with 30-day production, produce enough crude oil for its entire re- 
quirements. Region 5 only produces—— 

Senator Kerr. I am not fussing about that, but just trying to get 
the information into the record accurately. 

Secretary Werks. All right. 

Senator Kerr. Do you think that ought to be done? 

Secretary Werks. I appreciate that, sir; yes. 

Senator Kmrr. So that one who is just as uninformed as I am might 
reasonably become just as informed as you are? 

Mr. Mvuetier. We will insert the complete record into the record, 
if you desire, the complete calculations on which it is based. 
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(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following statistical data on a 
point raised by Senator Kerr :) 


[Thousands of barrels per day] 
— ‘ bed 


| 1950 | 1951 | 1952 | 1953 
I- 


Districts 1, 2, 3, and 4: | 
Crude production - - - 

Crude imports. - -..--.-- 

Residual imports, excluding 

} 

| 


4,500 | 5,187| 5,274] 5,455| 5,367 | 6, 244 
1487 | 1491 S41} 50! 38 755 | 737 
265| 234|/ 260| 293/ 28 340 | 366 

34 | 27 37 f 49 | 61 


bonded. -- ed 
Other products imports, exclud- 
ing bonded -.----.---- 
District 5: 
Crude production... ---.-.-- 7 
Crude imports. - _-- 


gos | 971 | 982 | 5| 972] 961) 931 
DS cateeeee a ey 93| 170| 260 


1 Total United States imports. 


Note.—Product imports to district 5 have been virtually nil. That is, in 1957 they averaged 3,000 barrels 
per day of residual! and 5,000 barrels per day of other products, and this was higher than other years. Because 
of this and the difficulty of segregating product imports by districts, all product imports are shown for dis- 
tricts 1 through 4. So, in effect, imports are total United States, rather than district. 


Senator Kerr. Now, then, you have made this statement. 

Now do you suppose he has answered my question: Which is better 
for the economy in this country, to increase the importation of oil 
from foreign countries or the importation into the rest of the country 
from part of this country? 

Mr. Mvue tier. I think it is reasonable to maintain the type of 
balance that we are maintaining, if I may answer your question. 

Senator Kerr. How much local tax is there paid on that foreign 
import in this country? 

Mr. Muetier. There are no local taxes paid; there are taxes 
paid—— 

Senator Kerr. How much Federal taxes are paid? 

Mr. Mvuetier. But on the 

Senator Kerr. I say, how much Federal taxes are paid? 

Mr. Muetier. Well, that you would have to figure out the cor- 
porate taxes on those who import it and it would be very difficult to 
figure it out. 

Senator Kerr. Don’t you know as a matter of record that their 
foreign tax credit is of sufficient amount that they have no tax liability 
to this country on that? 

Mr. Mve ter. If the corporate taxes are paid in this country on 
the distribution of that particular foreign oil. 

Senator Kerr. I say, don’t you know that insofar as the profit 
made on the production of that oil there are no taxes paid in this 
country? 

Mr. Mvuetier. There are some taxes paid. 


27629—58—-pt. 1——-8 
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Senator Kerr. By whom? 

Mr. Muster. By the corporations that are importers. 

Senator Kerr. Have you looked into that? This is the Finance 
Committee, and we have had the evidence here before this committee, 
and the evidence as adduced here is that the foreign tax credit is of 
sufficient amounts that insofar as profit on importation of crude oil 
is concerned, there is no profit taxable in this country. 

Mr. Muertuer. You have had that information, sir. 

Secretary Werks. Mr. Chairman, this balance we sought to achieve 
and so recommend to the President was intended not to put a total 
embargo on the import of crude. 

Senator Kerr. I don’t think there should be, you see. 

But that is still a detour. 

Would you be willing to answer the question: Which is worth the 
most to this total economy to increase the purchase of oil from do- 
mestic sources or foreign sources? 

Secretary Werks. Well, I think the way it is being handled at the 
present time is the best for our economy. 

We have tried to set a reasonable balance taking everything into 
consideration. 

Senator Kerr. Well, but now —— 

Secretary Werks. If the balance is wrong —— 

Senator Kerr. Let’s leave the virtue or lack of virtue for that situ- 
ation for just a moment and discuss the abstract problem. If we are 
going to have an additional consumption in this country, is our total 
economy better with sources of domestic production or foreign pro- 
duction? 

Secretary Werks. You are talking about oil alone? 

Senator Kerr. I am at the moment. I am going to apply it to 
some other things if I can ever get off of dead center on this. 

Secretary Werks. I think the way we are doing it now is the way 
to do it. 

Otherwise, I would not have made that recommendation to the 
President. 

I am not infallible. I could be wrong. 

Senator Kerr. You here later in your illustrations told what a 
small percent in some instances of the total production or consump- 
tion in this country is represented by imports. Where is that? 

Senator Carutson. Page 5, I think. It shows the different items 
anyway. 

Senator Kerr. That is page 6. 

Secretary Weeks. Six, at the top. 

Senator Kerr (reading): 

And imports, such as they are, still range only between 2 and 3 percent of domestic 
production. 

I wondered why in those illustrations you did not refer either to 
oil, lead, or zine. 

Secretary Wexrks. I cited the 4 or 5 illustrations. 

Senator Kerr. Is it possible the illustrations you used there are 
the ones that represent the situation where there is the smallest per- 
centage of the consumption being imported? 
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Secretary Werks. I think the controversial areas of produc- 
tion 

Senator Kerr. Some of the controversial areas. 

Secretary Werks. Some of them. I wouldn’t take them all. 

Senator Kerr. Could you tell the committee what percent of the 
total consumption of lead and zinc in this country is produced domes- 
tically and what percent is imported? 

Secretary Weeks. I do not have the figures myself. Do we have 
them here? 

What percentage is produced domestically and what is imported? 

Senator Kerr. Of the total consumption. You mean with all 
this battery of talent they do not have that little tidbit of information? 

Secretary Weeks. I guess we have got it here if we can find it. 
If we haven’t got it we can supply it for the record. I do not think 
we have it here, sir. 

Senator Kerr. Then I would like for you to supply that for the 
record, and also I’d like for you to supply for the record the percentage 
of the total consumption of oil and its products. Now not in dis- 
tricts 4 and 5 and not with reference to crude but the total con- 
sumption of oil and its products in this country. 

What part of it is imported today, and give us that for each of the 
last 8 years. 

(The Secretary of Commerce subsequently forwarded to the com- 
mitted for insertion in the record the following statistical data on a 
point raised by Senator Kerr.) 


Unmanufactured Lead: United States production, imports, consumption, and ratios 
of production and of imports to consumption, 1950 to 1957 


(Quantity in 1,000 short tons] 


| 


| 1950 | 1951 | 1952 | 1953 | 1954 | 1955 


United States production ! 906 | 861 
Imports for consumption, total 228 | 644) #457) #483 | 453 | 488 


191 179 409 460 424 420 
37 | 3 465 48 23 29 68 
Reported consumption 4.............-.-------------- 11,238 |1, 185 |1, 131 |1,202 |1,005 |1,213 |1, 210 
Ratio of production to consumption (percent) .....-.| 73.7 | 76.5 | 76.1 | 69.0 | 73.6 | 69.2 | 71.1 
Ratio of imports to consumption (percent)..........| 45.6 | 19.2 | 56.9 | 38.0 | 44.1 | 37.3 | 40.3 


Notre.—Primarily because of changes in Government stockpiles and in private stocks, as well as small 
amounts exported, the ratios of production and of imports to consumption do not, of course, necessarily add 
to 100 percent. In most recent years, the aggregate of domestic production and imports is for these reasons 
considerably in excess of reported consumption. 


1 Mine output plus lead recovered from all types of old and new scrap. 

2 Reflects heavy withdrawals from bonded customs warehouses during latter part of year in anticipation 
of possible duty increase as a result of governmental action. This was the reverse of the situation in 1951, 
when imports were postponed in anticipation of duty suspension. 

Os - on all imports was suspended from Feb. 12, 1952, to June 25, 1952, inclusive (Public Law 257, 82d 
ong.). 

‘ Represents all unmanufactured lead from primary and secondary sources consumed (put into process 
by industrial consumers) including lead in lead-containing alloys, lead in ores consumed directly in the 
manufacture of lead pigments and salts, and lead that went directly (without remelting) from scrap to 
fabricated products as reported to the Bureau of Mines. 


Source: Basic data from Bureau of the Census and Bureau of Mines; 1950-56 as reported by the Tariff 
Commission in ‘‘Lead and Zinc” report to the President on Escape Clause Investigation No. 65, April 1958. 
Prepared in the Department of Commerce by International Economic Analysis Division, Bureau of Foreign 
Commerce, June 1958. 
















108 TRADE AGREEMENTS ACT EXTENSION 








Unmanufactured zinc: United States production, imports, consumption, and ratios 
of production and of imports to consumption, 1950 to 195? 


[Quantity in 1,000 short tons] 


gece —_ _ —— —_ 
} | 
| | 


| | | o- 
| 1957 
1950 | 1951 | 1952 | 1953 | 1954 | 1955 1956 
} ] 


| pre- 
; lim- 
| inary 


j 
| 
— — SE 


j 
| | | 
949 | 996 | 976 | 842 | 745 | 819| 824| 783 
4 | | 
: 


United States production ! 
Imports for consumption, total. - 07 334 699 698 666 | 603 729 | 2961 



















Dutiable..-.. 394 | 286 99 654 | 630 | 570 627 | 882 
PUP ccatkons 3 | 44) 3%) 33 


| 102] 69 
1,342 |1, 181 |1, 459 |1 1, 234 
62.7 | 63.1 | 56.1 | 62.3) 63.5 


Reported consumption *- as 1,351 (1,326 1,212 1, 323 
Ratio of production to consumption (percent) - - - 70.2 | 75.1 | 80.5 | 
Ratio of imports to consumption (percent) __. at 30.1 | 25.2 | 57.7 | 52.0 56.4 | 41.3 | 65.1 | 77.1 





Note.—Primarily because of changes in Government stockpiles and in private stocks, as well as smal] 
amounts exported, the ratios of production and of imports to consumption do not, of course, necessarily 
add to 100 percent. In most recent years, the aggregate of domestic production and imports is for these 
reasons considerably in excess of reported consumption. 


! Mine output plus zine recovered from all types of old and new scrap. 

2 Reflects heavy withdrawals from bonded customs warehouses during latter part of year in anticipation 
of possible duty increase as a result of Government action. This was the reverse of the situation in 1951, 
when imports were postponed in anticipation of duty suspension. 

3’ Duty on all imports was suspended from Feb. 12, 1952, to July 23, 1952, inclusive (Public Law 258, 82d 
Cong.). 

4 Slab zine consumed, the zinc content of ores consumed directly in the manufacture of zinc pigments 
and chemicals, and the recoverable zinc in all forms of old and new zinc bearing scrap (minus the zine content 
of redistilled and remelted zinc to eliminate duplication) as reported to the Bureau of Mines. 


Source: Basic data from Bureau of the Census and Bureau of Mines; 1950-56 as reported by the Tariff 
Commission in ‘‘Lead and Zinc’’ report to the President on Escape Clause Investigation No. 65. April 
1958. Prepared in the Department of Commerce by International Economic Analysis Division, Bureau 
of Foreign Commerce, June 1958. 


Petroieum and products: Continental United States production, imports, domestic 
demand and ratios of production and of imports to domestic demand, 1950 to 1957 





[Quantity in million barrels] 





1951 





1950 


United States production ! s a 2,156 (2,452 (2,513 (2,506 |'2,567 |2,766 /2,910 | 2,911 
Imports, total *_. - ; | 310, 308 | 349 | 377) 384 456 | 526 573 
Crude-.---. el . | 178 179 210 | 236! 239) 285; 342 373 
Refined products (mostly residual fuel oils) _- 133 129 | 139 141 144 170 | 184 200 





Total domestic demand .-- Lhitinpalaomaine ddaim 2,375 (2,570 |2,664 |2,775 |2,832 |3,088 |3,213 | 3,218 
Ratio of production to domestic demand (percent).--| 90.8 | 95.4 | 94.3 | 93.5 | 90.6 | 89.6 | 90.6 | 90.5 
Ratio of imports to domestic demand (percent)...-.-} 13.1 | 12.0 | 13.1 | 13.6 | 13.6 | 14.8 | 16.4 17.8 


! 











1 Crude petroleum production plus production of natural-gas liquids. 

2 Imports are for continental area of the United States, and unlike the regular foreign trade statistics 
compiled by the Bureau of the Census, do not include receipts into United States territories from foreign 
countries. 


Note.—Primarily because of exports and changes in stocks the ratios of production and of imports to 
domestic demand do not, of course, add to 100 percent. 

Source: Basic data Bureau of Mines and Bureau of the Census; 1950-55 as reported in petroleum chapter 
of Minerals Yearbook. Prepared in the Department of Commerce by International Economic Analysis 
Division, Bureau of Foreign Commerce, June 1958. 






Senator Kerr. Let’s go to page 14 there. 
I thought that you gave some very pertinent information there. 
I got from what you said there that you were uneasy that we could 
not preserve the progress made unless we had a more liberal program 
in the future than we have had in the past. 

Secretary Werks. You mean liberal by ability to grant further 
reductions. 


] 


TRADE AGREEMENTS ACT EXTENSION 109 


Senator Kerr. Yes. 

Secretary Weeks. Mr. Chairman, I think that we have to have or 
should have 

Senator Kerr. You said if we do not demonstrate to the world 
that we support the continuing reduction of obstacles to free world 
trade—and I take it that that means tariff barriers. 

Secretary Weeks. Tariff or other barriers, yes, sir. 

Senator Kerr (reading) : 

If our failure to take action weakens our friends to the point where they will 
fall into economic independence on the Soviet bloc, we will have lost the crucial 
battle in the epochal struggle of our time. 

Now we have had this program in effect for 24 years. 

Secretary Werks. Yes, sir. 

Senator Kerr. And we have made some very considerable con- 
cessions. 

Is it your opinion that the ones that we have made would prove 
ineffectual unless we not only continue them but increase them? 

Secretary Werks. I think this world is changing ony fast. This 
common market development is not uniquely applicable to the six 
Continental countries—England, the Samaaieaeten countries are 


moving closer together and other trading sections of the world show 
evidence of going in the same direction. This extension, if granted 
by the Congress, with the ability to make some further reductions 
which on the overall picture are inconsequential—our average rate 
overall on those items that pay a duty is down to slightly under 12 
percent today, so that in any event you are not going to greatly 
reduce the overall average. But, for example, we want to make new 


trades and grant and receive new concessions, and we should have 
some flexibility in my judgment. 

Senator Kerr. Mr. Secretary, you are filibustering. I just asked 
you a simple question. 

Secretary Werks. Well, I think we have to have—— 

Senator Kerr. I just asked you if you thought that after 24 years 
of this program that we were neither going to be able to sustain the 
posture that we had achieved, the environment that we have developed 
nor improve it unless we give more concessions in the future than we 
have in the past. 

Secretary Weeks. To the extent of the permission we have asked 
for, yes, I think we should. 

Senator Kerr. That is more, isn’t it? 

Secretary Werks. Yes, sir. 

Senator Kerr. Now if you just carry that on into the future, how 
long is it going to be until we will have given it all. 

Secretary Weeks. I cannot forecast what would happen beyond 
the 5-year period. 

Senator Kerr. Can you forecast what will happen in the 5-year 
period? 

Secretary Werks. I do not think you will see a great 

Senator Kerr. I want you to tell me confidentially the Democratic 
nominee for President. 

Secretary Werks. I am no prophet, my friend. 

Senator Kerr. It looks like a bleak outlook to me, if we were 
compelled to take the position that the only way we can hold the 
progress we have made is to continue to increase the concessions to 
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Europe. That looks to me like we are heading to the point of dimin- 
ishing returns pretty fast. 

Secretary Werks. I do not think when you look at that chart of 
the way our export trade has grown and the way our import trade 
has not grown 

Senator Kerr. You have got to interpret that in the light of this 
first chart. 

Secretary Werks. No; it has no relationship. 

Senator Kerr. Because while the import of one thing may not have 
grown, it evidently has grown disproportionately to others because 
there is still a balance. 

There is still just as much of the imports as there is of the exports 
according to that. 

Secretary Werks. Where is that? 

Senator Kerr. Right there. 

Senator Lone. Excluding what we are giving. 

Secretary Werks. That trade is growing continually. 

Senator Kerr. I know, but the relationship between the two is 
remaining the same, is it not? 

Secretary Werks. Yes, sir. 

Senator Kerr. So that there are some commodities with reference 
to which we are being paid less, then there has to be more that are 
being paid more. 

Secretary Werks. Every dollar of product we make in a mill or a 
factory that goes into that export line is good for this country, isn’t it? 

Senator Kerr. I do not know. I am against any combine I “ain’t 
inon.” I’m against any trade program that Oklahoma is not in on. 

Secretary Werks. Yes, sir. 

Senator Kerr. So I do not know how good it is for you boys up 
there, but I know how good it “ain’t” for Oklahoma. That is what 
I’m worried about. And you will excuse me if I am a little provincial 
in my approach, won’t you? 

Secretary Werks. Yes, sir. 

Senator Kerr. But there is a balance there between expenditures 
and receipts, isn’t there? 

Secretary Werks. Yes, on the left-hand chart. 

Senator Kerr. Well, the one we are looking at there, the one that 
you just put up there. 

He is holding it in his left hand. 

Is that what you mean by the left-hand chart? 

Secretary Werks. Yes. 

Senator Kerr. Take that next one, the right-handedZone. Isn’t 
there a balance there? 

Secretary Wexnks. Yes, sir. 

Senator Kerr. There has to be, doesn’t there? 

Secretary Werks. Certainly. 

Senator Kerr. And a good deal of that increase is made possible 
by the Government aid, the United States military purchases, the 
United States private investment and loans, and United States pur- 
chases of services. 

How much do they total there? 

Secretary Wueks. $26 billion. 

Senator Kerr. How much is the total? 

Mr. Buackwe.u. About $14 billion. 
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Senator Kerr. About $14 billion out of the $26 billion or $27 
billion, isn’t it? Over 50 percent? 
Secretary Werks. Over 50 is what? 
I didn’t understand the first part of your statement. 
Senator Kerr. Of the total. The money they spent came from 
these sources. 
Seeretary Werks. The money they spent for our goods and 
services 
Senator Kerr. Over half of it came from sources other than 
exports. 
Secretary Weeks. No, about a third of it. Over half came from 
what? 
Senator Kerr. Over half of what they spent came from sources 
other than what we paid them for what we bought from them. 
Secretary Werks. No, that is not correct, sir. We bought from 
them $18 billion, and we sold them $26 billion, and the balance was 
made up by the $9 billion at the top in those 3 top blocks. 
Senator Kerr. They have to get the money from somewhere, do 
they not, Mr. Secretary? 
Secretary Werks. Certainly. 
Senator Kerr. And they have to get it from us. 
So if we do not buy something from them, we have either got to. 
loan it to them or give it to them for them to have it, haven’t we? 
Secretary Weeks. Yes, sir. 
Senator Kerr. Now let’s talk about the term of this for a little 
while. 
Secretary Werks. The what, sir? 
Senator Kerr. The term, these 5 years. 
Several places here you told us why you had to have a 5-year ex- 
tension. 
You said you had to have a 5-year extension in connection with 
this European Economic—what-do-you-call-it—Community? 
Secretary Werks. European Common Market. 
Senator Kerr. European Common Market. 
You do not have to have it at all for that for 3 years, do you, Mr. 
Secretary? 
Secretary Werks. Yes, I think we do. 
Senator Kerr. You and the Secretary of State both told us that 
you would not even start negotiating with them for 3 years. 
Secretary Werks. But I would refer you to what I said on page 12: 
Why do we need authority? 


Senator Kerr. Let’s go to page 12: 





Because it will take the European Economic Community the next 18 months 
or more to work out its proposed tariff rates. 


They are not going to start negotiating with you until they work 
that out, are they? 

Secretary Werks. That is right, sir. 

Senator Kerr (reading): 

When these rates are known, we in this country will have to work on our list 
of possible concessions to insure that we screen out any which might threaten 


interests of the United States. 
This will bring us well into 1961. 
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It looks to me, according to this statement, that insofar as that 
agreement is concerned, you are just getting information from now 
until 1961. 

Secretary Werks. Yes; but this whole process is moving along, and 
we ought to take cards in this game and stay in it until the conclusions 
are reached. 

Senator Kerr. You do not even know whether it is table stakes or 
penny ante there. 

Secretary Werks. That is why I want to keep a team on the field, 
until the game is over 

Senator Kerr. I thought the team maybe was Congress. They 
are still going to be here. 

Secretary Werks. Yes; but——— 

Senator Kerr. And under the Constitution they are charged with 
the responsibility of regulation of foreign trade and commerce, aren’t 
they? 

Secretary Werks. If we are going to continue—— 

Senator Kerr. I say aren’t they? 

Secretary Werks. Yes; they are. 

Senator ‘Kerr. Don’t you think that Congress in 1960 could look 
at what is going to be needed in connection with negotiations in 1962 
or 1961 just as well as the Congress in 1958 can? 

Secretary Werks. The Congress in 1958 or 1960 under the trade- 
agreement procedure will not itself make and negotiate the agreements. 

We have established procedures. 

Senator Kerr. Who has established procedures? 

Secretary Werks. Delegated to the executive branch by the 
Congress. 


Senator Kerr. Who delegates it? 

Secretary Werks. What is that? 

Senator Kerr. Who delegates it. 

Secretary Wrrxs. The Congress. 

Senator Kerr. Are you uneasy that the Congress in 1960 won’t 
delegate? 

oa Weeks. No. I think this procedure will go along, but I 


think it will be a great mistake if you are going to continue reciprocal 
trade agreements not to continue 

Senator Kerr. How many 5-year extensions have we had? 

Secretary Wurks. None. 

Senator Kerr. Now is the Eisenhower administration that much 
less able to cope with reality than any of these others? 

You have told of what a marvelous success we have had here for 
24 years, and they have never had a 5-year extension, have they? 

Secretary Werks. That is correct. 

Senator Kerr. You boys are just as good as the rest, aren’t you? 

Secretary Werks. Better. 

Senator Kerr. Then I think maybe you would get along with a 6- 
month extension. 

I think you are pretty good, too. I think you are pretty good, but 
I do not know why you would need a tool to work with that you never 
had before and nobody else ever had before, considering how much 
progress you have made. 

Secretary Weeks. In view of the developments in the world, and 
particularly in this common market area, and in view of the extreme 
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desirability in my opinion of having more and more continuity in this 
program, I think 5 years 

Senator Kerr. Did you ever hear the story about the Dutchman 
that lost the bull and he is telling the story and he says, “You know, 
I looked and I looked for that bull 60 days, and when I found him I 
found him in less than a minute.’ 

Now you mean you have got to have a 5-year extension so as to 
get your confidence up so where in 3 years from now you will be able 
to negotiate. 

Secretary Weeks. I do not think we can do the job as far as the 
Common Market is concerned unless we have this 5-year extension. 

I do not think we can do it as well. 

Senator Kerr. You know I have got more confidence in you than 
you have got in yourself. 

Well, Mr. Secretary, you have been very kind and there are some 
things I want to congratulate you for, but I want you to look into the 
matter of the relative merit of increasing the purchase of all com- 
modities, whether it is lead and zine or fluorspar, of oil or textiles or 
manufactured glass domestically, and gage the relative worth to this 
economy of thus increasing the activities in our own economy not to 
the exclusion of, but on a basis that will permit them to make as 
much progress as the industries in other countries who seek greater 
and greater percentages of our domestic market. 

Secretary Weeks. Yes, sir. 

Senator Kerr. The Senator from Vermont. 

Senator FLanprers. Thank you, Mr. Chairman, Mr. Secretary, I 
noticed in your testimony that you went up where I went down. 

You spoke about having been at one time president of a home- 
market club, and now you are appearing here in behalf of reciprocal 
trade treaties. As I told the Secretary, Mr. Dulles, this morning, at 
one time I occupied the platform at Constitution Hall with Charlie 
Taft, selling reciprocal trade treaties to an audience that overflowed 
that hall, believe it or not. And now I would be no longer prepared 
to do it, not because I have a closed mind on the matter but, as you 
know, I feel that certain questions need to be answered before we go 
all out on reciprocal trade. 

I have sent you a memorandum. 

I do not know whether you have a copy with you. If not, I will be 
glad to pass you a copy. 

Secretary Werks. Yes, I have it here. 

That is May 12? 

Senator FLanpers. That is the May 12 one. 

Secretary Wrrks. Yes, sir. 

Senator FLanpers. I have changed Columbia to Harvard. It is a 
little nearer home. That is in connection with Professor Tausig. I 
think it is right he was Harvard rather than Columbia. 

Secretary Werks. He certainly was. 

I studied economics under him. 

Senator Fianpers. The document is that much better to that 
extent. Also my original one said 2 years. I changed it to3. You 
will find those changes. I asked to have this put in the record this 
morning. 

I have a number of questions of concern which I do not intend to 
go into with you in detail because I think it should be done by a 
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commission well staffed with professionally competent experts and 
economists. 

They might be be better than either you or me. 

I do not know. I should hope they would be. 

I would like to have put on the easel again that chart on cotton 
manufactures. 

I want to use two examples. It is true in the free-trade theory on 
which reciprocal trade is based, great dependence was placed on 
American skill, know-how, inventiveness, organizational ability, and 
all connected with that. I do wish that this diagram had shown 
American production as well as American exports. Of course, it 
would have gone off the top of the chart. You couldn’t do it on that 
scale. But in this industry we have a case where the modern methods 
of production are practically 100 percent American. They originated 
here. 

The old spinning mule that was standard 50 or 60 years ago was 
replaced by the ring spinner. That is an American invention. The 
old loom in which the bobbins were changed by hand was working up 
to about 75 years ago was replaced by the Northrop loom made up 
in Massachusetts, your home State. 

Furthermore, the management processes by which that automatic 
loom was changed from having an operator run 2 or 3 or 4 looms to 
where he was running 40 or 50 on standard goods, that is an American 
development. 

The management end of it is. The whole thing is a tribute to 
American ingenuity, American experience, American managerial skill. 
And yet that industry, in spite of all we have put into it, is no longer 
safe. We have to come to arrangements with other countries in order 
to preserve our markets from them. That is I think the most extreme 
of the cases that we have met. 

But what troubles me is that I feel that we are going to meet others, 
and many others, and that we need to look ahead. 

Mr. Secretary, the position I am taking is that of a 3-year extension 
and the appointing of a commission particularly competent to look 
not merely at the past and the present but keep an eye on develop- 
ments as they move into the future of competition, and to report to 
Congress in 1960. I am hopeful of two things. One is that I can sell 
that to this committee and sell it to the Senate, and the second is that 
it will not be too unacceptable to the administration. 

Those are my two hopes. 

Now is that a question? I do not know as that is a question. 

Senator Kerr. That is a very valid premise for questions, one of 
which, if the Senator from Oklahoma may be permitted to make a 
suggestion, would be, does the Secretary not agree? 

Senator Fianpers. That is right. That changes a speech into a 
question. 

Secretary Werks. I’m sorry, Senator, I do not agree, and I hope to 
convince you to agree with me. 

Senator Fianpers. I am really very much concerned. 

All these things are going on in an increasing scale all the time. 

Various industries, including my own old industry, the machine-tool 
industry, are finding it necessary to manufacture abroad in order to 
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sell abroad, because they cannot sell abroad the machinery that they 
make here. Plants are being opened in England, in Belgium, in the 
Netherlands, and in other parts of Europe in order to be able to sell on 
better terms abroad than they can on those made here. 

You have some figures there and I would like to get them. 

Secretary Werks. May I spell them out for the record and then 
give you the record. 

Senator FLanprErs. Yes. 

Secretary Wrnks. I have some figures on the metal-cutting machine 
tools, metal-cutting tools for machine operations in forming and 
shaping types of metalworking machines, and on the exports of the 
first, metal-cutting machine tools, in 1953 we shipped abroad 118 
million; in 1957, 107 million. Our imports were 30 million in 1953—I 
am reading round figures—and had dropped to 27 million in 1957. 
In the metal-cutting tools, the exports from 1953 to 1957 increased 
from 10 to 15 million and the imports from 1,300,000 to 2,400,000, and 
in the forming and shaping types, the exports increased in the 5-year 
period from 38 million to 65 million, and the imports increased from 7 
million to 9 million. 

What may happen in the future, that is in the lap of the gods, but 
we have kept, it seems to me, the figures indicate an excellent balance, 
and that would be supplemented by the chart I showed before. 

Senator FLanpers. That of course covered many types of metal- 
working machinery. 

Secretary Werks. That covered industrial and office machinery, 
and this is just the three types listed there. 

Senator FLanprErRs. The 1953 still showed some influence from the 
Korean expansion of production. 

Now let me see here, metal-cutting machine tools, imports in 1953 
were very high. 

I think we were still as I remember it at that time having some of 
the effects of machine tool shortages due to Korea, and in 1957 they 
still remained high. 

The domestic demand was good at that time. 

The exports have risen, as you say, went down slightly between 
1953 and 1957, but still American machine-tool makers are building 
plants abroad, and it is my belief that in that industry at least and in 
others is a very much expanding situation. 

In other words, the expansion in many lines of American industry 
is taking place abroad and not here. 

Secretary Werks. The figures, Senator, on expansion of industry 
in this country would not seem to me to bear out that statement. 

As far as plants abroad are concerned certainly there has been a 
great development in that area. 

I, before I came here, was director of a company that has plants I 
think in about 15 or 18 foreign countries. 

Senator FLanpeErs. I do not think that is necessarily bad. 

Secretary Weeks. I think that is the process that is going on as 
we develop our posture in trade. 

It will go on more and more. 
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Senator FLanpeErs. But one of the things that wants to be investi- 
gated is whether our principal expansion is now taking place abroad 
rather than here. 

I am inclined to think that there are many industries in which that 
is true. 

I have been keeping in mind two industries. 

One is the cotton textiles which has now reached the point where 
competition, open free competition, is impossible. Cotton textiles 
are there. Now there is another case which illustrates a type. It is 
a different kind of a case and I use it asa type. That is clothespins. 
Did you ever hear of clothespins? 

Secretary Werks. Yes, sir. 

Senator FLanprers. There are two clothespin factories in Vermont. 
That is what directed my attention to that particular industry, and 
they have been for a long time meeting with European competition. 
The imports are growing. 

In fact, the industry, just on a guess, I would say would require 
very large increases in tariffs to keep it from going under, and I am 
raising the question as to whether it ought to go under. 

Under free-trade theory, American clothespins ought to disappear. 

They cannot meet European competition without very greatly 
increased tariffs. 

Now do you think that they should disappear, Mr. Secretary? 

Secretary Werks. No, sir; I do not. 

This you will recall is one of the escape clause recommendations of 
the Tariff Commission which the President acted upon favorably. 

Senator Ftanpers. Yes. 

Secretary Werks. In an increase of the tariff rate. 

Senator Fuanpers. He did. And that was a good act if we con- 
cluded that the American-made clothespins ought not to disappear. 

However, it was not sufficient. I am told that the percentage of 
the total purchases that are furnished by imports continues to increase, 
and so the industry may come again for further increase in duties. 

What the industry would like, as I understand it, is anathema to 
the State Department, and that is a quota. 

The quota is something we have been trying to get everybody else 
out of, but if we conclude that we would like to preserve the American 
clothespin industry—and that is a question—then it would seem as 
though a quota is a more satisfactory way to do it than the duties. 

That is a real question as to preserving a given industry. What 
the reciprocal trade treaties do is to put in the hands of the Govern- 
ment the decision as to whether industry A is to go up or down, whether 
industry B is to go down or up, whether industry C is to go up or down. 
It is a very serious responsibility, and I want to have it studied with 
greater care than it has yet been studied. 

Secretary Wrerxs. May I throw in some figures on employment at 
this point? 

Senator FLanprErs. Yes. 

Secretary Weeks. Somewhat in answer to your question. There are 
about 64 or 65 million people in the labor force of this country. 

We think according to the statistics that are available about 
4 million are engaged one way or another in foreign and world trade, 
foreign trade. 
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Senator FLanprers. Yes. 

Secretary Weeks. In or out. 

Now I think it is interesting that in all of the escape clauses that 
have reached the President’s desk, taking the employment in those 
industries at the top was 105,000. At the low point, presumably due 
to competition with foreign imports, it dropped 29,000 to 76,000. 

Senator FLanpeErs. I do not get the point. 

Secretary Weeks. In all of the escape clause cases that went to the 
President’s desk, which covers 26 different commodities, the total 
employment in all of those 30 cases, 26 different commodities, because 
1 or 2 of them went up twice, the total employment was 105,000. 

At the peak, according to the records filed with the Tariff Commis- 
sion, this employment dropped to 76,000. 

Senator FLANpErs. Yes. 

Secretary Werks. Cut down 29 000. Now of that 29,000, 13,000 
was represented by cases the President acted favorably upon, ‘and 
8,000 by cases the President did not act favorably upon, and the other 
8,000 are still pending. 

Senator FLANDERS. Perhaps like clothespins he cannot act favor- 
ably enough. 

Secretary Werks. The only point I make is that when I talk about 
a middle road in trying to build foreign trade and to build all the 
things that are a part of it, here we have 65 million people working 
in this country, 4% of them in foreign trade, and in all of the escape- 
clause cases that have come to the President’s desk at the peak only 
105,000 were represented. 

Senator FLaAnpERs. Well, that is a good record. 

I could tell you, however, one way to raise employment in this 
country. 

This is not the middle way, the median path. Let’s raise bananas 
under glass. We will get our bananas that way and we will employ 
a lot of people. Now that is foolish, but what I am saying is that if 
we should make some of the things that we are buying abroad, that 
in turn would replace some of the employment of those who are now 
exporting. 

That is not a principle to be followed, but it is something to remem- 
ber. Employment would not necessarily cease if those people ceased 
to be employed on exports. 

There is a balance there between the employment which we lose 
by not exporting and the employment which we might gain by not 
importing. 

I do not want to argue that point or belabor it, but I do want to 
say that the memorandum I sent you was put in the record this morn- 
ing, and I expect to refer to it when this matter comes up on the Senate 
floor, so that if you have any further thoughts in connection with it for 
my guidance, I would be glad to get them. 

Secretary Werks. I have, Senator Flanders. 

Senator FLANDERS. You sent me some material. 

Secretary Werks. Yes, and I have a response to your memorandum 
which is fairly long and I will either file it for the record or give it to 
you personally. 
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Senator FLanpers. I think, Mr. Chairman, I ask that this response 
to my memorandum to the Secretary be filed immediately after the 
point in the record in which the memorandum was placed this morning 
with a cross-reference back to it in the record from this conve rsation, 
here. 

Senator Kerr. Without objection, that will be done. 

Senator FLanpers. I think it would be advantageous to have the 
two together. 

Secretary Werks. Yes. 

(The Secretary of Commerce subsequently forwarded to the 
committee for insertion in the record on page 36 his reply to Senator 
Flanders’ memorandum of May 12.) 

(Norr.—At the Senator’s request this information has been inserted 
on page 36 of the hearing.) 

Senator FLanprers. That is all I have to say, at the present time, 
Mr. Chairman. 

Senator Kerr. Just one question here, Mr. Secretary. A number 
of times you have said here what the President did in carrying out the 
recommendations of the Tariff Commission. How many cases did 
you say had been acted upon by the Tariff Commission in which it 
made recommendations to the President? 

Secretary Weeks. Thirty. 

Senator Kerr. How many of those did the President carry out as 
recommended by the Tariff Commission? 

Secretary Werks. There were 26 different commodities. Some of 
the commodities repeated so my figures are based on the 26 different 
commodity recommendations by the Tariff Commission. But of the 
26, he favorably acted 

Senator Kerr. I mean how many of them did he carry out the full 
recommendation of the Tariff Commission? 

Secretary Werks. He acted favorably in 10 cases. 

Senator Kerr. You mean by that he took some action in 10 cases? 

Secretary Werks. He took some action. 

Senator Kerr. Are you telling the committee that in 10 cases he 
fully carried out the Tariff Commission’s rec ommendations? 

Secretary Werks. I cannot say that he carried out the full reeom- 
mendation. I will have to get that. 

Senator Kerr. Can you tell me in how many cases he carried out 
the full recommendation of the Tariff Commission? 

Mr. Kearns. The Tariff Commission divided in its recommenda- 
tions in many of the cases. 

Senator Kerr. I am talking about the majority recommendations 
in the tariff cases. 

When the Supreme Court carries out a decision you do not comply 
with it by complying with a minority report of one of the members. 

Secretary Weeks. We will have to run through the record. 

Senator Kerr. Now Mr. Secretary, I do not want to be at all 
lacking in the most complete consideration, but my information is 
that there were not as many as five of them in which he carried out 
the full recommendation of the majority of the Tariff Commission. 

Now if I am in error in that, I would like to be corrected, and I 
think you would want the rec ord to reflect the accurate condition. 
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Secretary WreEks. May I cite the figures and run them all through 
just for a second? 

In 10 cases he acted favorably. 

Senator Kerr. But you do not know how favorably. 

Secretary Weeks. Could I just finish? 

Senator Kerr. That is like if you lead a horse to where there was 
some water and he needed a peck and you give him a pint, you would 
not go away saying that you had watered the horse, would you? 

Secretary Werks. No, sir. 

Senator Kerr. If you invited me to dinner you would not just 
feed me the soup and the salad and then say “Now you have had a 
good dinner,” and that is all, would you? 

Secretary WenExs. No. 

Senator Kerr. You would not do that? 

Secretary Weeks. No, sir, not to you. 

Senator Kerr. Now either tell us how many that the President 
carried out the recommendation as it was made or that you will 
supply it for the record. 

Secretary Werks. We will supply it for the record. 

Senator Kerr. Now until you do, I think our discussion of it is 
not accurately illuminating. 

Secretary Werks. I have got the whole record here and I will 
supply it for the record. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee the following further statement on a point raised by Senator 


Kerr.) 


ACTION BY THE PRESIDENT ON TARIFF COMMISSION RECOMMENDATIONS IN 
EscapE-CLAUSE CASES 


The Tariff Commission has sent a total of 30 escape-clause cases to the Presi- 
dent with recommendations for action. Of these, the President has invoked the 
escape clause with respect to the following 10: 


Women’s fur felt hats and hat bodies (Oct. 30, 1950) 
Hatters’ fur (Jan. 5, 1952) 

Dried figs (Aug. 16, 1952) 

Alsike clover seed (June 30, 1954) 

Watches (second investigation) (July 27, 1954) 

Bicycles (second investigation) (Aug. 18, 1955) 
Toweling, of flax, hemp, or ramie (June 25, 1956) 
Spring clothespins (fourth investigation) (Nov. 9, 1957) 
Safety pins (second investigation) (Nov. 29, 1957) 
Clinical thermometers (Apr. 21, 1958) 


In all but 3 of these 10 cases the full reeommendations of the Tariff Commission 
were carried out. The exceptions were as follows: 


ALSIKE CLOVER SEED 


The 1930 duty rate on alsike clover seed was 8 cents per pound. The last 
trade agreement rate was 2 cents per pound. As a result of its escape clause in- 
vestigation the Tariff Commission recommended (May 21, 1954) that a duty of 4 
cents per pound be applied to the first 1.5 million pounds imported in any 1 year 
and a rate of 6 cents per pound be applied to imports in a quota year in excess of 
1.5 million pounds. By a proclamation dated June 30, 1954, the President put 
this recommendation into effect for the period July 1, 1954, to June 30, 1955, 
except that the first 1.5 million pounds imported were allowed to enter at 2 cents 
per pound instead of 4 cents per pound. 
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The President directed the Tariff Commission to continue the investigation 
with respect to alsike clover seed and to submit to him a supplemental report indi- 
cating whether it considered the continuation of the tariff quota beyond June 30, 
1955, to be necessary. On April 28, 1955, the Commission reported its finding 
that it was necessary to continue a traiff quota and that the annual quota should 
be 2.5 million pounds subject to a duty of 2 cents per pound with imports in excess 
of that quantity during any quota year subject to a duty of 6 cents per pound, 
By proclamation No. 3100 of June 29, 1955, the President put these reeommenda- 
tions into effect for the period July 1, 1955, through June 30, 1957. 

On March 14, 1957, the President requested the Tariff Commission to deter- 
mine whether and to what extent the tariff quota on imports of alsike clover seed 
would be necessary after June 30, 1957. The Commission recommended con- 
tinuance of the arrangement specified in Proclamation No. 3100. On June 25, 
1957, the President proclaimed these rates for the period July 1, 1957, through 
June 30, 1959, but increased from 2.5 million to 3 million pounds the annual 
imports on which the 2-cent per pound duty applies, 


BICYCLES (SECOND INVESTIGATION) 


The 1930 duty rate on bicycles was 30 percent ad valorem. Under a bilster:l] 
agreement with the United Kingdom effective Janusry 1, 1939, this r-te was 
reduced as follows: On bicycles, with or without tires, having wheels in di- meter 
over 25 inches, to $2.50 each, but not less than 15 percent nor more than 30 per- 
cent ad v*lorem; over 19 but not over 25 inches, to $2 each, but not less than 15 
nor more than 30 percent ad valorem; and not over 19 inches, to $1.25 e*ch, but 
not less than 15 percent nor more than 30 percent ad valorem. These retes were 
continued under the General Agreement on Tariffs and Trade except that the 
rate of duty on bicyeles with or without tires, having wheels in dixmeter over 
25 inches, and weighing less than 36 pounds complete without accessories and 
not designed for use with tires having a cross-sections! diameter exceeding 1% 
inches, was reduced to $1.25 each, but not less than 74% percent nor more than 
15 percent ad valorem. 

As a result of an escape-clause application the Tariff Commission recommended 
(March 14, 1955) the application for an indefinite period of the following r-tes cf 
duty: Bicy*les with or without tires, having wheels in diameter: over 25 inches, 
a rate of $3.75 each, but not less than 22% percent nor more than 30 percent 
ad velorem; over 19 but not over 25 inches, a rote of $3 each, but not less than 
2214 perc ent nor more than 30 percent ad valorem; not over 19 inches, a rete of 
$1. 87) 6 exch, but not less than 22% percent nor more than 30 percent ad valorem, 

The President, by a proclamation of August 18, 1955, put ell of the rates 
recommended by the Commission into effect except the rete on birycles with 
wheel diameter over 25 inches, weighing less than 36 pounds complete without 
accessories and not designed for use with tires having a cross-sectional di’ meter 
exceeding 1% inches. On this category the President procl-imed a r°te of $1.87% 
each, but not less than 11% percent ad valorem nor more than 22% percent ad 
valorem. 

SPRING CLOTHESPINS (FOURTH INVESTIGATION) 


The 1930 tariff rate on spring clothespins was 20 cents per gross. The last 
trade-agreement rate was 10 cents per gross. As the resyJt of an escape-clause 
investigation the Tariff Commission recommended (September 10, 1957) that 
imports of spring clothespins be limited, for an indefinite period, to an annual 
quota of 650,000 gross. The President decided not to apply an import quota hut 
by a proclamation of November 9, 1957, he raised the duty on spring clothespins 
to the statutory rate of 20 cents per gross. 

Of the 20 cases in which the President has not invoked the escape clause, 2 are 
still pending, other appropriate action was taken to provide relief in 3, and 2 
others were earlier investigations on products with respect to which the President 
su’sequently invoked the escape clause. The President decided to grant no 
relief in the remaining 13 (2 of which concern a single product). 


Senator Kerr. I have been asked to announce that the committee 
will meet in the morning at 10 o’clock and be in session until 1 o’clock. 

Senator Anderson from New Mexico will be presiding and the Seec- 
retary of State will return at that time. 


| 
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Senator Long will now question, and I wonder, Senator Malone, 
if you would come up here because when Senator Long is completed, 
then I would like for you to handle the meeting until it is recessed 
until 10 o’clock in the morning. 

Senator Matone. Senator Long, you may proceed. 

Senator Lone. Mr. Secretary, one of the documents that I find 
helpful in studying this matter that is put out by your Department is 
a statistical report. 

I think I saw a copy which one of your assistants has there. It 
shows the body of imports as against exports for 1953, 1956, 1957, 
and I would like to ask that that be made a part of the record at this 
point. 

I think it would help us to find the information relating to these 
industries. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following statistical report 
referred to by Senator Long:) 
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Senator Lona. I noticed here in that study that there are a con- 
siderable portion of the imports that we have which are really not 
produced in this country. 

For example, vegetables, fruits, and edible nuts. 1 take it that is 
mainly vegetables, fruits, and tropical nuts that are not produced in 
this country, cocoa and cocoa beans, coffee, various furs, crude rubber, 
diamonds, nickel, and tin. 

There are very little, if any, of those items produced in this country, 
are there? 

Secretary Weeks. That is correct, yes. 

Senator Lone. And just from quickly tabulating some of those 
items, it appears to me that that runs about $3.140 million, roughly of 
the imports that we have. 

Now with regard to those imports, there is really no domestic com- 
petition, is there? 

Secretary Werks. I would not say so. 

Senator Lona. Those are items that we do not produce here. 

Secretary Weeks. No, sir. 

Senator Lone. So we cannot have too much complaint about those 
items as far as Americans are concerned. 

They might produce some substitute for some of those things, but 
in the main they are perfectly content to see them come in, are they 
not? 

Secretary Werks. Yes, sir. 

Senator Lone. There is no real conflict there. 

Now looking to that situation also. it does appear that there are a 
considerable portion of what remains that comes in under acts very 
strictly drawn to look at the situation of the domestic industry as 
compared to the desire of letting cheaper foreign production come 
into this country. 

For example, sugar such as is produced in Louisiana enjoys about 
50 percent of the domestic market. 

It does appear that the foreign producers could produce it more 
cheaply, but that industry was able to gain some protection because 
it was felt that in times of national emergency we would need to 
have a sugar industry, and from World War | experience that was 
about the most difficult commodity for civilians to get and was 
one of the most difficult goods to supply our armed services. 

Then there is wool. That is protected under the Wood Act, which 
IS @ special arrangement, and | suppose that there are some other 
acts that were passed that would look to the particular situation of 
an industry. 

Do we have any particular legislation relating to copper? 

Secretary Werks. Well, we have had this tariff which is applicable 
under 24 cents, is it, or 23? 

Mr. MvueE.ter. 24. 

Secretary Weeks. It has been under suspension for some time. 

Congressman Boggs introduced a bill the other day to carry the 
suspension 1 year. 

Senator Lone. With regard to some of these imports, I imagine that 
the industry in general is pretty well satisfied the whisky in the main 
that is imported in this country is Canadian whisky and Scotch 
whisky isn’t it? 

We do not produce that type of whisky in the United States? 
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Secretary Weeks. No, we do not make Scotch whisky. 

Senator Lone. Do we make those whiskys here? 

Senator MaLone. They used to during prohibition use sheep dip. 
They put sheep dip in it to give it the right taste 

Senator Lona. I think we make some Scotch-type whiskies. 

Mr. MveE.ier. They are imitations. 

Senator Lona. They are imitations and do not have much of the 
market. At least they are not very competitive with the Scotch 
whisky. People prefer the imports. 

Now there are certain industries where apparently the major pro- 
duction which is imported into this country comes in without much 
objection. I take it that paper and newsprint would be one of them, 
would it not? 

We apparently imported last year not quite as much as the year 
before. 

That is about $975 million worth, and I did not hear what the 
objections were from paper manufacturers. 

Those companies tend to be international companies in that field, 
do they not? 

Secretary Weeks. I do not think they are international companies, 
but a good many American companies own properties in Canada of 
course where thev operate. 

A good deal of this I think is from Canada. 

Senator Lona. Yes. 

Secretary Werks. I showed a chart—lI think vou were out of the 
room at the time, Senator—on the increase in paper and paper products 
exclusive of newsprint. 

Senator Lona. Yes. 

Secretary Weeks. Which is rather interesting. 

You might just glance at it if you haven’t seen it. This is our 
export of paper and paper products exclusive of newsprint. 

Senator Lona. Yes. 

Now how about our domestic production of those commodities? 
Have those increased during the same period? 

Secretary Weeks. They must have to take care of that increased 
demand and also that substantial increase in the export trade, which 
amounts in 5 years to about $180 million. 

Senator Lone. Mr. Secretary, my general idea about this trade 
business is somewhat in . line with the way Congress used to handle it 
except that perhaps I am more of a free trader than the old Congresses 

were. 

My whole general theory is that where there is very little foreign 
competition, none or very ‘little, that is a good place to permit some 
competition. 

Let those people penetrate the American markets. But on the 
other hand, where you have got a domestic industry that is having a 
very hard time of it and it is getting the worst of it, that perhaps we 
should give more protection than we are giving. 

Now does that accord with your general philosophy or do you feel 
that that is contrary to your view of economics? 

Secretary Weeks. I think that industry should be protected against 
severe injury, and the President has so stated in the last 4 or 5 years 
several times to the Congress in letters to individuals that he does not 
intend to see any industry in jeopardy or severely injured: Now 
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there are cases where a particular industry is in trouble that I do not 
think is due to import competition. 

I think this 1s true in the textile case. 

They have not been enjoying good times. 

But I cannot get myself to think that the big bad wolf is foreign 
competition. 

I do not think the figures would bear it out. 

Senator Lone. I would just like to speak to the general issue for a 
moment 

When I was in college about the safest platform that an incumbent 
for a campus office could run for student body office on was to cam- 
paign on the platform that he was going to tighten up on all the loose 
ends and loosen up on all the tight ends, and it seems to me that that 
is the function of Congress as intended by the Constitution on trade. 

At least that is the way I thought it was administered historically: 
That if we wanted to have a domestic industry of a sort and we 
thought it needed protection, we would give it some and if it looked 
like it had far more than it needed, we would reduce the tariff barrier. 

At least I thought that was the theory of the infant industry argu- 
ment, was it not historically along that line, that you helped someone 
to get started and after it got on its feet and got going good, take the 
tariff away? 

Secretary Weeks. Historically that is the case. When we had no 
industry in this country we built it up by protection. That is what 
they do in other countries. 

Senator Lone. I personally would like to try to see what the con- 
clusion is to things I have been voting for here in Congress, and every 
now and then you keep voting for something that sounds good indi- 
vidually but sometimes you wonder whether it all makes a complete 
picture. 

Now I personally have been in favor of expanding trade and also 
in favor of helping these foreign countries to develop. I think that 
that is a part of the overall fight aginst the spread of communism, 
and certainly a great force in the economic battle. 

I wonder how that ties in to our domestic situation. Now if we 
continue to do that for which I have been voting and what | think this 
administration has been supporting—that is, to encourage Americans 
to invest American funds abroad, including industry —if we encourage 
Americans to invest funds abroad in building industries abroad—and 
I understand one of the charts you have indicates that we are doing 
that to the extent of about $3 billion a vear; is that the correct figure. 

Secretary Weeks. Last year, yes. 

Senator Lona. Which I think is a good thing, $3 billion a vear in 
developing industries outside of this country. 

Secretary Werks. Yes, sir. 

Senator Lone. I would hope a lot of that is going to the under- 
developed nations, not just to developed ones. 

And then if we loan American funds in large quantities through the 
Export-Import Bank and through our foreign aid program and others 
and even in some cases make direct gifts to help those countries to 
develop economically, build industries and develop industrially, then 
take our technical program and help show them how we do things, 
and help them to get the best type of American equipment and to 
teach them how to use it and give them the things to get together, 
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with the low-wage standards that the other countries have, do you 
know of any considerable number of American industries that can 
pay a much higher labor cost and still produce at a cost in line or 
below the cost of those that we teach to use our methods? 

Secretary Weeks. The only answer I can give you on that is, as 
I say, everything is a question of degree. 

I know one company that has a plant in England and it gets four 
times the sales value per employee in its plants in this country than 
the British company does, than its British subsidiary. 

Obviously wages play an important part, depending upon the type 
of an industry. ‘T know another company I was a director of that had, 
about 15 or 18 plants abroad. Actually they claim they can, despite 
the difference in the wage scales in the different countries, they claim 
tuey can make the product cheaper in this country than practically 
anywhere in the world. 

Now this is a product that is made largely by machines in which 
the labor component is very small. 

All these things enter into it: the production methods, the degree to 
which machinery carries the burden, and so on. 

I come back to the figures themselves which are on that chart, that 
every dollar of that red line represents a product made by the working 
people of this country, and it is just going up by leaps and bounds. 

Senator Lona. So far we have had 

Senator Weeks. Of course, our exporting industries, I think, on 
the average pay higher wages than those that do not participate 
much in the export market. 

Senator Lone. Over the long pull the question that concerns me 
is as we make it possible for people to produce, in many instances 
with the money we lend them ourselves, and by the methods that we 
teach them to produce where their machine cost is in line with ours, 
if their labor cost is far below ours it would seem to me that in most 
cases a low labor cost would make it possible for at least some of the 
nations of the world to produce at a cheaper cost almost any com- 
modity we are producing here that we manufacture. 

That is certainly the great majority. 

[ just wonder if you would agree with that conclusion. 

Secretary Weeks. Yes, I think so, but of course accessibility to 
the raw materials supply enters into it, and there are a lot of factors. 
You are liable to have some difficulties in spots. 

This is one reason why we made such strenuous efforts in behalf of 
the textile industry. 

We spent months in the successful endeavor to convince the Japa- 
nese that they would do well to restrain their exports to this country 
on a voluntary basis. 

My own philosophy of it is that we have to walk this line of trying 
to protect the export trade and protect against disastrous imports and 
cross each bridge as we come to it and take each case on its merits. 

We have tried to provide in this bill what I think is adequate remedy, 
and the remedy if applied would carry the rate 50 percent above the 
Smoot-Hawley rate which is generally thought to have been quite 
good protection. 

Senator Lone. Yes. 

Of course, times change. 
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In some industries the Smoot-Hawley rate may be far more than is 
needed, and in some cases it may not even be enough as it stands 
today because of the passage of time and changing circumstances. 

The thought does occur to me that in the interest of fairness and 
justice a trade program should not operate in such a fashion that a 
limited number of industries must bear a very heavy burden—and in 
some cases a killing burden as far as some particular manufacturers 
are concerned—while on the other hand there would be others that 
would stand behind tariff walls so high that there would be no possi- 
bility of anvone crossing those barriers to compete with them. 

Now, does that seem fair to you? 

Secretary Weeks. That coincides with my middle of the road 
theory; yes, sir. 

Senator Lone. You would feel that those who have a tariff that is 
too high should not have that high a tariff barrier to protect them; 
that there should be some competition, I take it? 

Secretary Werks. I am a great believer in competition; ves, sir. 

Senator Lone. Do you still favor the proposal the administration 
made some years ago that there should be a suspension of tariffs in 
regard to items that are imported in negligible quantities only? 

Secretary Werks. | do not think vou would 

Senator Lone. You will recall the administration’s recommenda- 
tions of 2 years ago. Was that a matter of cutting in half the tariff 
or just suspending it on commodities that are either not imported at 
all or imported in only negligible quantities? 

Secretary Weeks. I am advised that was put in in the original 
H. R. 1 in 1955 but was not adopted by the Congress and we did not 
reinsert it in our proposal this vear. 

Senator Lone. I understand Secretary Dulles still feels favorable 
towards it. 

I just wondered how you feel about it. 

Secretary Weeks. To be honest, I have not given it any thought 
since the original proposal 3 vears ago. 

I have not thought about it. 

Senator Lona My impression is that some people are getting far 
too much protection and others are not getting enough. 

What is your attitude toward American industries in general which 
find that foreign producers can now produce at a lesser cost? Is it 
your judgment that over a period of time the pr industrv 
ought to make preparation to get out of business, or do vou think 
that we should adopt a tariff policy which means that the foreign 
producers can get a portion of the market which should be restricted 
at a certain level? 

Secretary Weexs. I think that if a given industry is faced with 
disastrous competition, the administration’s program is to see that it 
is not placed in jeopardy. 

For example, in the woolen and worsted industry, we have in the 
GATT arrangement the 5 percent tariff quota. 

When our imports exceed 5 percent of the average of domestic 
production of similar fabrics in the 3 preceding vears, then it is pos- 
sible, under a reservation to our concession, to increase duties on 
imports exceeding 5 percent. This safeguarding action has been 
taken by the President: this is the second full year that he has applied 
it. 
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Now this is a recognition in this particular case of the principle at 
the lower rate, the concession rate, of giving the foreign producer a 
share of the market which is 5 percent, and beyond that having them 
pay a higher rate. 

Senator Lona. Here is the thing that concerns me somewhat, Mr. 
Secretary. 

Louisiana is very much of an oil-producing State. Three years 
ago I voted to extend this act for 3 vears rather than 2, and I think 
mine was the deciding vote. 

I was absent when the vote occurred and I believe mine was the 
one majority in favor of making it 3 vears rather than 2, and I voted 
for a substitute to a proposal offered by Senator Kerr at that time 
which substituted the so-called voluntary program you had here for 
a mandatory limitation on oil imports. 

Now the program for which I voted at that time had been adminis- 
tered by the Department for a period of 3 years, and oil and oil 
products imports had risen from about—what percentage of the 
market was it about 3 vears ago do you recall, was it 12 or 14? 

Mr. Mue turer. Imports of oil and products in 1954 were 16%; 
percent of domestic production of crude petroleum. 

Secretary Weeks. Imports of crude and products. 

Mr. Mvuetuer. That is everything. 

Senator Lona. As of now it is up to about 23 percent according to 
the testimony I heard here. 

Mr. Mvuetuer. That is right. 

Senator Lona. That is an increase of almost 50 percent, and the 
importers now have almost a quarter of the market, and incidentally 
those are mainly American companies, too. 

They are not foreign companies. If we continue to go along like 
that in the oil business, it would look to me as though about two more 
extensions and the oil business will have gone the route of the clothes- 
pin manufacturers that Senator Flanders made reference to, or the 
route of some of the textile mills in Louisiana, at least the principal 
ones that I heard from last time. 

I know they wrote me a lot of letters last time and they are not 
writing me this time because they are out of business. Is there any 
way we can nail this thing down to try to keep the oil industry in 
line, keep the imports in line with what they started out? 

Mr. MveE Lier. Senator, in 1954, which is the base vear that the 
oil industry points to, the percentage of imports of crude oil to crude- 
oil production was approximatelv 10 percent. 

| say approximately because it may have been 10.2 percent, it may 
have been a fraction of a percent one way or the other. On the basis 
that the Cabinet Committee was appointed, it was appointed to in- 

vestigate the impact of crude-oil imports on the national security 
under section 7. So the committee in its deliberations determined 
that it would first adopt a voluntary program and second, hold the 
imports of crude oil to approximate the same percentage that it was 
in 1954, and on that basis in regions 1 to 4 the allocation was set at 
approximately 780,000 barrels per day of crude oil. 

This was a vear ago. Now region 5 at the time a vear ago, no 
allocation was put into effect for the reason that region 5 is a deficit 
area. 
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In other words, in region 5 there is eppreninnetely 900,060 barrels 
of oil per day produced, and approximately 1,200,000 barrels of oil 
consumed. So that there was reasonable balance a year ago between 
the imports into region 5 and the demand for oil and petroleum 
products. 

Senator Lona. If you applied that same logic that you are applying 
to sugar in Louisiana we might just as well plow under our sugarcane 
fields if we are only going to produce for the Louisiana market, the 
sugar, and you are going to take the attitude everything else is a 
deficit area. 

Mr. Mueuurer. No. The reason it is a deficit area is you cannot 
transport oil from the eastern part of this country up to the Rocky 
Mountains over into that area on an economic basis. In other words, 
the oil produced in Oklahoma and Texas is not available in California 
and Washington and Oregon unless it is transported in tankers from 
the gulf coast around through the Panama Canal and up. 

It is economically unsound on the basis of the posted price of crude 
in regions 1 to 4. The Four Corners comes from New Mexico, and 
there is today a Four Corners pipeline so called that is built, and that 
transports oil mainly from New Mexico, which is a reasonably new 
area or field. 

Senator Lona. When vou say all that is unsound economically, | 
take it you mean because oil from Venezuela or from the Orient can 
be shipped to the west coast more cheaply than oil from the gulf 
coast? 

Mr. Mueuuer. No. Because the cost of transportation s such 
that it would result in region 5 experiencing a much higher cvst than 
other regions if they use .d domestic crude entire ly. 

You understand they produce out there, and they have been pro- 
ducing for many, many years in the California oilfields, but the 
California oilfields have been gradually, slowly but gradually de- 
clining. 

This is a comparatively recent thing in region 5. 

Up until a few years ago they were produci ing practically as much as 
they were consuming, but over the last—I cannot give you the exact 
number of years—they have had to import oil or had to bring oil 
from other areas. 

They are bringing oil today from Canada, as you know, into the 
Pacific Northwest, and they are importing oil, a certain amount, from 
Sumatra. 

They are importing it from the Dutch East Indies 

Senator Lone. It would certainly seem to me that if we are thinking 
about American industry and trying to assure American industry a 
certain portion of the American market, that you would look at the 
United States as a whole when you decide what portion of the market 
you are going to let the foreign producers have, and let them bring it in 
wherever it is most to their advantage. 

Of course, the percentage of the market or the portion of the market 
they are going to have, that would be about all of it. 

Now, inasmuch as you have made reference here to the cost, hauling 
it across the ocean, oil is one of the principal defense commodities, 
and with 500 Russian submarines out there on the high seas, you 
cannot count on any of those tankers from these foreign countries 
getting to the west coast in war time, can you, or can you? 
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Mr. Mueuurr. No. 

Secretary Wrexs. That is correct, and that is the area of national 
security on which the oil industry has been protected by reducing the 
amount of imported oil. 

We are importing, Senator, 300,000 barrels less of crude oil today 
than we were a year ago, and that has all come about as a result of 
the voluntary oil program. 

Secretary Weeks. Three hundred thousand barrels a day. 

Senator Lona. I have had considerable complaints that there are 
chislers against this program and so far the chiseler seems to get 
ahead and gain by doing it. 

Now what is vour reaction to that? 

Secretary WEEKS. Senator, when we recommended to the President 
and he invoked this voluntary quota basis of last summer, there were 
3 companies, I think it was 3, that did not comply with the quota 
assigned them on a voluntary basis. 

__Whe ‘n we reviewed the program and reduced the imports from about 

70,000 barrels a day down to 713,000 in March this vear, there was a 
oune question as to whether we would go to mandatory controls or 
endeavor to make the voluntary controls work, and we adopted the 
procedure on the part of Government agencies and departments of 
invoking the Buy American Act, and they do not buy the Government 
requirements from companies that have not received a certificate of 
compliance with the quota that is assigned to them, and this has 
brought the words offenders under the original into line. 

They have subscribed to and are now conforming to that quota. 
We think that this voluntary basis is working. 

It did not work 100 percent before, but we think it is today, and for 
a variety of reasons we have thought that it was the desirable way to 
do it. 

We thought of mandatory quotas. There are many problems 
involved, not to mention possible lawsuits or what not. 

Senator LonG. Now over a period of time isn’t it likely that most 
industries would tend to have a capacity in line with their demand or 
the consumption of their product. 

In other words, that their production and their capacity will tend 
to come into line just on the theory that it is usually not economic to 
try to maintain a capacity far in excess of your rated amount of 
produc tion or the amount that you can sell. 

Secre tary Weeks. Well, vou do not ever build productive capacity 
beyond what you think your market will absorb, but in the oil in- 
dustry, the only reason that we did or could take action was under the 
national security, and that was due to the fact that we had to safe- 
guard the development and drilling and new production in the in- 
dustry. 

Senator Lona. That is the point I have in mind. If you do not 
maintain a sufficient production of petroleum and petroleum products 

1 peacetime to meet your defense requirements in the event of war, 
you just cannot depend on expanding what you have rapidly enough 
to meet demand and to meet vour requirements in the event that your 
overseas supplies are cut off during a war period, can you? 

Secretary Weeks. That is right, and the only reason that we could 
act was to try to see to it by our action that there was development 
sufficient to keep the industry in a healthy condition 
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Senator Lone. Now some people have tried to make the argument, 
and to me those who have made it just did not understand anything 
about the oil and gas industry, that it was a good idea to keep bringing 
in these foreign imports and to save our oil in the ground. 

What those people were failing to realize every step of the way is 
that if you have got to fight a war the fact that you have got reserves 
is not going to do you any good unless you have got holes down in 
the ground to get to the oil and steel pipe laid down there so the 
oil can come to the surface. 

And if you have got to spend 4 or 5 years drilling for it, the war 
might be over before you ever get it. Now that is something you 
well recognize, do you not, Mr. Secretary? 

Secretary Werks. Yes, sir. 

Senator Lone. And the amount of oil that you can produce—come 
an emergency, just like Suez, when you are called upon to produce 
what you can get right then and there as an immediate expansion of 
production and what you can make available to meet your emer- 
gency, that is what you count on to fight a war, not some reserve 
that you might be able to go drill for and fully develop if vou have 
5 or 6 years to do it. 

Secretary Weeks. That is correct. 

Senator Lone. Thank you very much, Mr. Secretary. [| appre- 
ciate your courtesy. I know we have kept you here for some time 
and Senator Malone has got a lot of questions to ask. I feel that | 
have imposed enough on you today. 

Senator Matone. We ‘stand adjourned until 9 o’clock in the 
morning. 

Mr. Weeks will be here at 9 and then the Secretary of State at 10. 

(Whereupon, at 5:10 p. m., the committee adjourned to reconvene 
at 9 a. m., Saturday, June 21, 1958.) 
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SATURDAY, JUNE 21, 1958 


Unirep States SENATE, 
COMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 9 a. m., in room 312 
Senate Office Building, Senator Clinton P. Anderson presiding. 

Present: Senators Anderson, Malone, and Carlson. 

Also present: Elizabeth B. Springer, chief clerk. 

Senator ANDERSON. The committee will be in order. 

Mr. Secretary, we are sorry that we have to have a Saturday session 
for you, but there are some members of the committee who did not get 
a chance on the opening day. 

We did not finish with Senator Malone yesterday so we appreciate 
the fact that we are here early this morning. I believe when the 
committee terminated yesterday it was engaged in examination by 
Senator Malone. 

Senator, do you have additional questions? 

Senator Matonr. Mr. Chairman, you know that you and I are not 
too high on the totem pole. 

Senator AnpEeRsON. I| found that out many times. 

Senator MALONE. So they did not get to me yesterday. 

Senator ANDERSON. I beg your pardon? 

Senator MaLone. It was 6:30 and the Secretary had been on the 
stand all afternoon and you and I had been trying to attend two com- 
mittee meetings, the Senate Interior and Insular Affairs Committee 
in addition to the Finance Committee and also attend the Senate. 

The record may show just how efficient a job we did yesterday on 
all the fronts, but I could see the Secretary was tired and so we ad- 
journed until 9 this morning. 

Senator ANDERSON. I want to say, Mr. Secretary, if this goes on to 
6:30 this afternoon, whoever examines you will be alone. 

Senator MaLonr. Some of us started our day at 6 o’clock yester- 
day morning and at 6 o’clock last night I suggested to the Senator 
from Louisiana, who had just finished cross-examination, that we 
might start at 9 this morning and finish in time to take Mr. Dulles 
at 10. Evervbody agreed. 

Senator ANDERSON. If there is no objection, then, when Secretary 
Dulles comes, we will start with him at 10 o’clock. 

Senator Matone. Mr. Secretary, you and | have been acquainted 
for a long time. I have admired you for a long time; the work that 
you have done in your manufacturing, in private business, and now 
in Washington as a member of the Cabinet of the first Republican 
administration we have had in the memory of some of the younger 
Republican voters. [| wish you the best of luck in your work. 
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Whether you and | always agree or not, I want you to have a 
successful tenure in office. I will try not to repeat too many of the 
questions that I have already asked Mr. Dulles because I presume 
that you and Mr. Dulles are in agreement on practically everything, 
at least on this bill. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF 
COMMERCE, ACCOMPANIED BY HENRY KEARNS, ASSISTANT 
SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS; 
J. ALLEN OVERTON, JR., DEPUTY GENERAL COUNSEL; ROBERT 
SIMPSON, DIRECTOR OF OFFICE OF ECONOMIC AFFAIRS, 
BUREAU FOREIGN COMMERCE; AND CARL BLACKWELL, 
DIRECTOR, INTERNATIONAL ECONOMIC ANALYSIS DIVISION, 
BUREAU OF FOREIGN COMMERCE—Resumed 


Secretary Weeks. Yes, sir. 

Senator Manone. For 100 years the Republican Party always 
advocated a duty or tariff to equalize wages and the cost of doing 
business here and in the chief competing nations on each product. [am 
saying this to emphasize saving the fundamental difference in the 
philosophy of the two parties. What was our policy in regard to for- 
eign trade—trade with foreign nations since the inception of the party, 
starting with Abraham Lincoln? 

Secretary Werks. You mean as between the two political parties? 

Senator Matone. No, not between the parties. Just what was 
our philosophy? 

Secretary Weeks. You mean the country’s philosophy? 

Senator Matoneg. Ours, Republicans, whether we were in power or 
not, it was the country’s policy when we were in power. 

Secretary Weeks. Generally speaking as our industries developed 
over the years we leaned more to the protectionist side. 

However, almost every President, Republican Presidents I speak of 
now, from McKinley on, urged the establishment of reciprocal trade 
agreement legislation. 

Senator MaLone. Could you tell me what McKinley’s policy really 
was? He has been quoted quite a few times. Do you know actually 
what it was? 

Secretary WrEks. I| only know what he said about reciprocal trade. 

Senator Matonr. What did he say? 

Secretary Weeks. [| haven’t got the quotation here, sir. 

Senator Matonse. Would vou mind, then, looking it up and in- 
serting it in the record? 

Secretary Werks. | certainly will, ves, sir. 

Senator Matone. I ask permission that the Secretary be allowed 
to do that and | will do the same thing. 

Senator ANDERSON. We Democrats are glad to welcome into the 
record any reference to McKinley. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following excerpt from the last 
speech of William McKinley, delivered at the Pan-American Exposi- 
tion at Buffalo, September 5, 1901.) 
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By sensible trade arrangements, which will not interrupt our home product, 
we shall extend the outlets for our increasing surplus. A system which provides 
a mutual exchange of commodities is manifestly essential to the continued and 
healthful growth of our export trade. We must not repose in fancied security that 
we can forever sell everything and buy little or nothing. If such a thing were 
possible, it would not be best for us or for those with whom we deal. We should 
take from our customers such of their products as we can use without harm to our 
industries and labor. Reciprocity is the natural outgrowth of our wonderful 
industrial development under the domestic policy now firmly established * * *. 

The period of exclusiveness is past. The expansion of our trade and commerce 
is the pressing problem. Commercial wars are unprofitable. A policy of good 
will and friendly trade relations will prevent reprisals. Reciprocity treaties are 
in harmony with the spirit of the times; measures of retaliation are not. 

If perchance some of our tariffs are no longer needed for revenue or to encourage 
and protect our industries at home, why should they not be employed to extend 
and promote our markets abroad? 

Senator MaLonr. Asa matter of fact, McKinley was a protectionist, 
was he not? 

Secretary Werks. Generally speaking I guess he was. 

Senator Martone. You do not need to guess. I think you know 
he was, do you not? 

Secretary Werks. | think he was, yes. 

Senator Martone. Will you just answer that “yes” or “no”? I 
think it can be done. 

Secretary Weeks. To the best of my knowledge and belief, yes. 

Senator Matonr. That is a little better. It will save time in this 
committee and I do not want to subject you to a long grilling here, but 
the record we are about to make is important. 

Now as a matter of fact, do you know what the 1930 Tariff Act, 
passed by the Congress and signed by the President in 1930 under 
Republican guidance really was? Do you know what the 1930 Tariff 
Act provided? 

Secretary Weeks. I know in a general way of course. 

Senator Matone. Don’t you know a little better than in a general 
way? 

Secretary Weeks. I cannot recite every rate that was cited in the 
Smoot-Hawley bill. 

Senator Matone. I did not ask for specific rates. Do you know 
what the general policy was? 

Secretary WrEks. Yes, sir. 

Senator MaLtonre. What was it? 

Secretary WrEks. It was a protectionist policy. 

Senator Matone. It protected American workingmen’s jobs and 
investors investments with a flexible tariff adjusted to represent the 
difference in such costs. What did it say in general, not the specific 
language, but can vou tell me the policy laid down by the act? 

Secretary Weeks. Not without referring to the 

Senator Matone. Would you mind if I tell you just to refresh 
your memory. 

Secretary Weeks. No, si 

Senator MaLone. It was a protective policy, section 336 of the 
1930 Tariff Act, called Equalization of Costs of Production, excerpts 
from section 336, Tariff Act 1930, Public Law 3621. I will quote 
pertinent parts of the section and ask that it be put in the record. 

Senator AnpErson. That will be done. 
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(The excerpts from section 336 and the letters from the Tariff 
Commission are as follows:) 


Tue Tarirr Act or 1930, Pusiic Law 361 
(Excerpts from sec. 336.) 


Sec. 336. EQUALIZATION OF Costs OF PRODUCTION. 

(a) CHANGE OF CLASSIFICATION OR DUTIES.—In order to put into force and 
effect the policy of Congress by this Act intended, the commission (1) upon request 
of the President, or (2) upon resolution of either or both Houses of Congress, or 
(3) upon its own motion, or (4) when in the judgment of the commission there is 
good and sufficient reason therefor, upon application of any interested party, shall 
investigate the differences in the costs of production of any domestic artic le and 
of any like or similar foreign article. In the course of the investigation the com- 
mission shall hold hearings and give reasonable public notice thereof, and shall 
afford reasonable opportunity for parties interested to be present, to produce 
evidence, and to be heard at such hearings. The commission is authorized to 
adopt such reasonable procedure and rules and regulations as it deems necessary 
to execute its functions under this section. The commission shall report to the 
President the results of the investigation and its findings with respect to such 
differences in costs of production. If the commission finds it shown by the investi- 
gation that the duties expressly fixed by statute do not equalize the differences in 
the costs of production of the domestic article and the like or similar foreign 
article when produced in the principal competing country, the commission shall 
specify in its report such increases or decreases in rates of duty expressly fixed 
by statute (including any necessary change in classification) as it finds shown by 
the investigation to be necessary to equalize such differences. In no case shall 
the total increase or decrease of such rates of duty exceed 50 per centum of the 
rates expressly fixed by statute. 

(b) CHANGE TO AMERICAN SELLING PRICE.-—If the coiamission finds upon any 
such investigation that such differences cannot be equalized by proceeding as 
hereinbefore provided, it shall so state in its report to the President and shall 
specify therein such ad valorem rates of duty based upon the American selling 
price (as defined in section 402 (g)) of the domestic article, as it finds shown by 
the investigation to be necessary to equalize such differences. In no case shall 
the total decrease of such rates of duty exceed 50 per centum of the rates expressly 
fixed by statute, and no such rate shall be increased. 

(c) PROCLAMATION BY THE PRESIDENT.—The President shall by proclamation 
approve the rates of duty and changes in classification and in basis of the valu 
specified in any report of the commission under this section, if in his judgment 
such rates of duty and changes are shown by such investigation of the commission 
to be necessary to equalize such differences in costs of production. 

(d) EFFECTIVE DATE OF RATES AND CHANGES.—-Commencing thirty days after 
the date of any presidential proclamation of approval the increased or deceased 
rates of duty and changes in classification or in basis of value specified in the 
report of the commission shall take effect. 

(e) ASCERTAINMENT OF DIFFERENCES IN COSTS OF PRODUCTION.—In_ ascertain- 
ing under this section the differences in costs of production, the commission shall 
take into consideration, in so far as it finds it practicable: 

(1) IN THE CASE OF A DOMESTIC ARTICLE.—(A) The cost of production as 
hereinafter in this section defined; (B) transportation costs and other costs 
incident to delivery to the principal market or markets of the United States 
for the article; and (C) other relevant factors that constitute an advantage 
or disadvantage in competition. 

(2) IN THE CASE OF A FOREIGN ARTICLE.—(A) The cost of production as 
hereinafter in this section defined, or, if the commission finds that such cost 
is not readily ascertainable, the commission may accept as evidence thereof, 
or as supplemental thereto, the weighted average of the invoice prices or 
values for a representative period and/or the average wholesale selling price 
for a representative period (which price shall be that at which the article is 
freely offered for sale to all purchasers in the principal market or markets of 
the principal competing country or countries in the ordinary course of trade 
and in the usual wholesale quantities in such market or markets); (B) trans- 
portation costs and other costs incident to delivery to the principal market 
or markets of the United States for the article; (C) other relevant factors 
that constitute an advantage or disadvantage in competition, including ad- 
vantages granted to the foreign producers by a government, person, partner- 
ship, corporation, or association in a foreign country. * * * 
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Unitep States TArirF COMMISSION 


Hon. GEeorcGe W. MALoneE, 
United States Senate. 

DraR SENATOR MALONE: Reference is made to your telephone request to Mr. 
McCauley of our legal staff, on January 28, 1958, for a statement of the provisions 
of the several trade agreements to which the United States is a contracting party 
governing termination of such agreements. You are particularly interested in the 
procedures available for terminating our outstanding trade agreement concessions 
on petroleum and petroleum products so as to accomplish the reinstatement of the 
statutory rates of duty on such articles. 

Subsection (b) of section 2 of the Trade Agreement Act of 1934, as amended, 
provides: 

“Every foreign trade agreement concluded pursuant to this Act shall be subject 
to termination, upon due notice to the foreign government concerned, at the end 
of not more than three years from the date on which the agreement comes into 
force, and, if not then terminated, shall be subject to termination thereafter upon 
not more than six months’ notice.” 

All existing bilateral trade agreements to which the United States is a con- 
tracting party are now subject, in accordance with the terms thereof, to termina- 
tion upon the expiration of 6 months after either the United States or the respective 
foreign country gives notice to the other party of its intention to terminate the 
agreement. 

Any contracting party to the General Agreement on Tariffs and Trade (GATT) 
(including the United States), in accordance with the terms of the protocol of 
provisional application of the General Agreement on Tariffs and Trade, is free to 
withdraw from the agreement upon the expiration of 60 days after notice of such 
withdrawal is received by the Secretary General of the United Nations. 

The United States could, under the above-mentioned procedures, eliminate all 
trade agreement obligations. In these circumstances, the statutory rates of duty 
(or in certain instances, the rates established pursuant to see. 336 of the Tariff 
Act of 1930) for the articles currently covered by trade agreement concessions 
would become effective. With respect to those articles covered in the GATT and 
not previously or presently covered in a bilateral agreement, the reinstatement of 
the effectiveness of the statutory rates of duty thereon could be accomplished solely 
by withdrawal from the GATT. With respect to those articles covered in the 
GATT, which are also covered in a bilateral agreement between the United States 
and a foreign country that is now a contracting party to the GATT, and the 
bilateral agreement has not been terminated, termination of the bilateral agree- 
ment in question, in addition to withdrawal from GATT, would be necessary to 
bring about the effectiveness of the statutory rates. Finally, with respect to 
those articles covered only in a currently effective bilateral agreement, termina- 
tion of the said agreement would be necessary for the reinstatement of the statu- 
tory rates of duty. 

Petroleum, crude, fuel, or refined, and all distillates obtained from petroleum, 
including kerosene, benzine, naphtha, gasoline, paraffin, and paraffin oil, not 
specially provided for, are free of duty under paragraph 1733 of the Tariff Act 
of 1930. However, under the Internal Revenue Code of 1932, as amended, the 
following import taxes (duties) were provided for: Crude petroleum, one-half-cent 
per gallon; fuel oil derived from petroleum, gas oil derived from petroleum, and 
all liquid derivatives of crude petroleum, except lubricating oil and gasoline and 
other motor fuel, one-half-cent per gallon; gasoline or other motor fuel 244 cents 
per gallon; lubricating oil, 4 cents per gallon; paraffin and other petroleum wax 
products, | cent per pound. These taxes were continued in the Internal Revenue 
Code of 1939. 

In 1939, pursuant to concessions granted by the United States in the bilateral 
trade agreement with Venezuela, the rate of tax on crude petroleum and fuel oil 
derived from petroleum was reduced to one-fourth cent p:r gallon, applicable to 
imports of such products which were not in excess of 5 percent of the total quantity 
of crude petroleum processed in continental United States refineries during the 
preceding calendar year. All imports in excess of this amount remained subject 
to the one-half-cent-per-gallon tax. 

In 1943, in a bilateral trade agreement with Mexico, the 5-percent-tariff-rate 
quota was superseded by a concession tax rate of one-fourth cent per gallon on an 
unlimited quantity of imports of such articles. In addition, the tax on kerosene 
and liquid petroleum asphaltum, including cutbacks, and road oil was reduced to 
one-fourth cent per gallon pursuant to the Mexican agreement. 
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In the GATT (Geneva 1947), a concession was made as follows: 

“Topped crude petroleum, fuel oil derived from petroleum including fuel oil 
known as gas oil, and all-liquid derivatives of crude petroleum (except lubri- 
cating oil and such derivatives specified hereinafter in any item 3422 [of the 
Internal Revenue Code]), one-fourth cent per gallon.” 

This GATT concession contains a proviso to the effect that in no event shall 
the import tax applicable to topped crude petroleum be less than the rate of tax 
applicable to crude petroleum. 

The following rates of duty are also provided for in GATT: Mineral oil of 
medicinal grade, derived from petroleum, one-half cent per gallon; gasoline and 
other motor fuel, 144 cents per gallon; lubricating oil, 2 cents per gallon; and 
paraffin and other petroleum wax products, one-half cent per pound. 

Effective January 1, 1951, the bilateral trade agreement with Mexico was 
terminated. This resulted in (a) the reinstatement of the concessions granted 
in the bilateral trade agreement with Venezuela, with particular emphasis on 
the reestablishment of the 5 percent of domestic refinery output tariff-rate quota, 
supra, and (6) the tariff-rate quota becoming applicable to topped crude petroleum, 
in accordance with the proviso to the GATT concession, supra. This joint 
Venezuela-GATT arrangement remained in effect until late 1952. 

In 1952 the President entered into a trade agreement supplementary to the 
1939 agreement with Venezuela. Pursuant to this agreement (effective October 
1952), the tariff-rate quota on crude petroleum, fuel oil, gas oil, and topped crude 
petroleum was removed. In addition, the tax on these products testing under 25 
degrees (American Petroleum Institute) was further reduced to one-eighth cent 
per gallon. Also, the following GATT rates were granted to Venezuela: Gaso- 
line or other motor fuel, 144 cents per gallon; lubricating oil, 2 cents per gallon; 
and paraffin and other petroleum wax products, one-half cent per pound. 

The Internal Revenue Code of 1954 reenacted the taxes originally established 
by the 1932 code, as amended, and continued in the 1939 code, but such reenact- 
ment specifically preserved existing trade agreement rates. 

In order to accomplish the reinstatement of the statutory rates of duty on 
these petroleum products by the termination process (as distinguished from 
elimination of the particular concession by such negotiating procedures as may be 
available), it would be necessary for the United States to withdraw from the 
GATT and to terminate the bilateral agreement with Venezuela. It should be 
noted that the termination of trade agreements would not, in all instances, result 
in higher duties. The higher-than-statutory rates of duty which have been 
established pursuant to the trade agreements legislation (including those estab- 
lished under the escape-clause procedure), would be superseded by the lower 
statutory rates. 

Sincerely yours, 
EpGar B. Brossarp, Chairman. 


UnitTED States TARIFF COMMISSION, 
Washington, D. C., March 4, 1948. 
Hon. GEorGE W. MALONg, 
United States Senate. 

DEAR SENATOR MALONE: This is in response to your request this morning for 
an explanation of how the protocol of provisional application of the General 
Agreement on Tariffs and Trade permits the United States to withdraw from that 
agreement upon 60 days’ notice. 

The basic general agreement was signed at Geneva on October 30, 1947 Article 
XX XI of the general agreement provided that any contracting party may with- 
draw from the agreement on or after January 1, 1951, upon 6 months’ notice 
Article XX VI of the agreement provides for the definitive entry into force thereof 
under specified conditions. The agreement, however, has never entered defini- 
tively into force. However, it has been applied by the United States since 
January 1, 1948, pursuant to the protocol of provisional application of the Gen- 
eral Agreement on Tariffs and Trade signed at Geneva, Switzerland, on October 
30, 1947, the same date on which the general agreement itself was signed 

Paragraph 5 of the protocol of provisional application provides that ‘‘Any 
government applying this protocol shall be free to withdraw such application, and 
such withdrawal shall take effect upon expiration of 60 days from the day on 
which written notice of such withdrawal is received by the Secretary General of 
the United Nations.”’ Since the United States is one of the governments applying 
the protocol of provisional application, and since the general agreement is being 
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applied by the United States in pursuance of the protocol, if follows that the 
United States, under paragraph 5 of the protocol, may withdraw the provisional 
application of the agreement upon the expiration of 60 days from the day on which 
written notice of such withdrawal is received by the Secretary General of the 
United Nations. If the United States should withdraw the provisional applica- 
tion of the agreement pursuant to the protocol, it would automatically cease to 
apply the provisions of the general agreement because the agreement will not 
have entered into force pursuant to article XX XI of the general agreement. 
Sincerely yours, 
EpcarR B. Brossarp, Chairman. 


Senator MALONE. Section 336—Equalization of Costs of Produc- 
tion, subsection A: 

CHANGE OF CLASSIFICATION OR DUTIES.—In order to put into force and effect 
the policy of Congress by this Act intended, the Commission (1), upon the request 
of the President or (2) upon resolution of either or both Houses of Congress or (3 
upon its own motion or (4) when in the judgment of the Commission there is good 
and sufficient reason therefor, upon application of any interested party, shall 
investigate the differences in the costs of production of any domestic article and 
of any like or simiiar foreign article. 

In other words, when they have reason to believe that the cost-of- 
production relation between this Nation and the chief competing 
country has changed on any product, then they can reexamine that 
article and determine what that change is and recommend it as the 
tariff. 

That is what it says: It is specific that they can reexamine that 
difference in cost of production for practically any reason. This 
committee, for example, can pass a resolution requesting them to 
investigate any particular commodity; then they do it under this act. 

Now vou understand, or do you, that the Tariff Commission is an 
agent of Congress? 

Secretary Weeks. Yes, sir; I do. 

Senator Matonr. All right, then. What does the Commission do 
when it takes up a product upon such a request or upon their own 
motion? 

You do not need to guess, I will read what it does for the record: 

If the Commission finds it shown by the investigation that the duties expressly 
fixed by statute do not equalize the differences in the costs of production of the 
domestic article and the like or similar foreign article when produced in the 
principal competing country, the Commission shall specify in its report such 
increases or decreases in rates of duty expressly fixed by statute (including any 
necessary change in classification) as it finds shown by the investigation to be 
necessary to equalize such differences. 

It sets down in words of one syllable what they shall do and how 
they shall do it. They shall determine the cost of production differ- 
ences if the cost differences are found to have varied from the last 
investigation or from the existing duty. Then they make an investiga- 
tion to determine what the cost here is at the time of the investigation, 
not the high cost nor the low cost but the reasonable cost, and then 
what the cost of production is in the chief competing country of that 
product or a like product, not the high cost nor the low cost, but the 
reasonable cost. 

And, Mr. Secretary, they recommend the difference to be the tariff. 
Now what does that policy mean? It has been followed in general 
although awkwardly at times since the first Tariff Act in 1789. 

[t means that the duty or tariff is designed to take the profit out of 
sweatshop wages at the water’s edge. 
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Congress was continually improving the process, but there was 
just one objective of all those tariff bills for 150 years and that was to 
equalize the cost of production and under that policy free trade 
would be immediate and automatic when and if the chief competing 
country reached a standard of living in general equal to that of the 
United States of America. 

Would you not judge that that was the objective? 

Secretary Weeks. I think so; yes. 

Senator Matone. For the edification of the good folks testifying 
who apparently do not know what the law is now or what happens if 
this one under which we are working today is not extended. 

Now, do you know just what happens if this act about which you 
are testifying today is not extended? 

Secretary Weeks. I think I do; yes, sir. 

Senator Matone. Will you explain it for the record? 

Secretary Werks. There are no further agreements entered into. 

Senator Martone. Either at Geneva by the 37 nations of which 
we are one, or by the Secretary of State making bilateral agreements. 

Secretary Weeks. That is correct. 

Senator Matone. Bilateral or multilateral. 

Secretary Werks. That is right, and we stand on the 

Senator Martone. That is after midnight, the 30th of this month. 

Secretary Werks. Yes, sir, and we stand on the agreements that 
are in vogue unless they are abrogated by the established procedure 
or by act of Congress. 

Senator Matone. Now what is established procedure? 

Secretary Weeks. I believe on 6 months’ notice we give notice 
that we intend to withdraw concessions and the agreement is at an end, 

The multilateral agreements are abrogated upon 60 days’ notice 
and the bilateral on 6 months’ notice. 

Senator MaLonr. Who gives the notice? 

Secretary Werks. The State Department. 

Senator ANDERSON. Whichever party wanted to abrogate it. 

Secretary WEEKs. Sir? 

Senator ANDERSON. Whichever party wanted to abrogate it, our- 
selves or- 

Secretary Weeks. Ourselves or the other side. 

Senator Matone. Only the State Department could do that? 

Secretary Werks. The President is the individual who takes the 
action obviously by direction of Congress, of course such a procedure 
could be undertaken, would be undertaken. 

Senator MaLone. But the Siate Department acts for the President. 

Secretary Weeks. Yes, sir. 

Senator MaLone. It is generally understood, is it not, that the 
State Department is the spearhead for the President in all these 
negotiations? 

Secretary Weeks. The State Department is one agency. It is the 
agency that takes the lead in these negotiations. 

Senator Matone. They really represent the President at Geneva 
in negotiations for a bilateral or multilateral trade agreement. 

Secretary Weeks. But today, as | pointed out in my testimony 
yesterday, the President has established a Trade Policy Committee 
under the chairmanship of the Secretary of Commerce, and I am sure 
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no action, affirmative action, would be taken without this committee’s 
advice to the President on the subject. 

Senator Matonr. Who are the members of that Committee? 

Secretary Weeks. The Chairman is the Secretary of Commerce 
and the others are the Secretary of State, the Secretary of the Interior. 

Senator Martone. All Cabinet members? 

Secretary Weeks. Yes, sir. 

Senator Martone. All the Cabinet members? 

Secretary Werks. Yes, sir. 

Senator Matone. Is that all? 

Secretary Werks. No, not all of the Cabinet members but all the 
members are members of the Cabinet. 

Senator Martone. Then will you complete the membership for the 
record if you just do not happen to remember all the members. If 
you do, name them now. 

Secretary Werks. Treasury, Agriculture, Interior, State, Com- 
merce and Defense, and Labor. 

Senator Matonr. You understand that your testimony will be 
furnished to you for completion of material? 

Secretary Werks. Yes. 

Senator MAtonr. But the Secretary of State does take the lead 
in these negotiations on bilateral trade agreements made between the 
United States and any other nation and also at Geneva, does he not? 

Secretary Weeks. Yes, sir, as far as the actual negotiations are 
concerned. 

Senator Martone. Yes, and then 

Secretary Weeks. But in the preparation for the negotiations, the 
Trade Policy Committee discusses who shall be our representatives 
and advises the President as to who shall be the representatives and 
what the agenda shall be and so on. 

Senator Matonr. Do you have a Chairman of this Policy Com- 
mittee? 

Secretary WreExks. The Secretary of Commerce is Chairman. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee, for insertion in the record, the following documents relating 
to the Trade Policy Committee, which are set forth in full below: (a) 
The Executive order establishing the Committee; (6) statement of 
functions and operations procedures; (c) related public announce- 
ments. ) 


{Press release, November 25, 1957, Anne Wheaton, Associate Press Secretary 
to the President] 
THe Wuite Howse. 

The President today issued an Executive order establishing a Trade Policy 
Committee to advise and assist him in the administration of the reciprocal- 
trade program. The new order establishes a Trade Policy Committee to recom- 
ment to the President basie policies for the administration of the Trade Agree- 
ments Act. The Trade Policy Committee consists of the Secretaries of State, 
Treasury, Defense, Interior, Agricuiture, Commerce, and Labor, with the Sec- 
retary of Commerce as its Chairman. 

Heretofore, recommendations on the administration of the Trade Agreements 
Act have been made directly to the President by an interage ney committee known 
as the Trade Agree goer omnanaeiee These recommendations will now be 
reviewed by the new Cabinet-level Trade Policy Committee before going to the 
President. 

An important new function which will be carried on by the new Trade Policy 
Committee will be to advise the President with respect to recommendations by 
the Tariff Commission in escape-clause cases. The escape clause is a provision 
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of the Trade Agreements Act under which the United States may raise tariffs 
above the level established in our trade agreements if serious injury is threatened 
to American industry. 

In issuing the Executive order, the President pointed out that the reciprocal- 
trade program is now one of our most important programs in the field of foreign 
economic policy and should, therefore, be under constant consideration by a 
Cabinet-level committee with increased responsibility in the Secretary of Com- 
merce, who is responsible for the development of foreign and domestic commerce. 


EXECUTIVE ORDER 10741 
ESTABLISHING THE TRADE PoLicy COMMITTEE 


By virtue of the authority vested in me by the Constitution and statutes, includ- 
ing the Trade Agreements Act approved June 12, 1934, as amended (48 Stat. 943; 
57 Stat. 125; 59 Stat. 410; 63 Stat. 698; 65 Stat. 72; 69 Stat. 162; 19 U. S. C. 
1351-1354), it is ordered as follows: 

Section 1. There is hereby established the Trade Policy Committee, consist- 
ing of the Secretary of State, the Secretary of the Treasury, the Secretary of 
Defense, the Secretary of the Interior, the Secretary of Agriculture, the Secre- 
tary of Commerce, and the Secretary of Labor, or of alternates designated by 
them. Such alternates shall be officials who are required to be appointed by the 
President with the advice and consent of the Senate. The Secretary of Com- 
merce or his alternate shall be the Chairman of the Committee. The Committee 
may invite the participation in its activities of other Government agencies when 
matters of interest thereto are under consideration; provided that such partici- 
pation shall be limited to the heads of such agencies, or their alternates who are 
required to be appointed to office as above described. 

Section 2. The Trade Policy Committee shail make recommendations to the 
President on basie policy issues arising in the administration of the trade-agree- 
ments program, which, as approved by the President, shall guide the Interdepart- 
mental Committee on Trade Agreements established by paragraph 1 of Executive 
Order No. 10082 of October 5, 1949 (hereinafter referred to as the Trade Agree- 
ments Committee), in carrying out its functions. 

Section 3. Each recommendation made by the Trade Agreements Committee 
to the President, together with the dissent of any agency, shall be transmitted to 
the President through the Trade Policy Committee, which shall submit to the 
President such advice with respect to such recommendation as it may deem appro- 
priate. The said Executive Order No. 10082 is hereby amended accordingly. 

Section 4. The Trade Policy Committee shall make recommendations to the 
President as to what action, if any, he should take on reports submitted to him 
by the United States Tariff Commission pursuant to section 7 of the Trade Agree- 
ments Extension Act of 1951, as amended (65 Stat. 74; 67 Stat. 472: 69 Stat. 166), 
and pursuant to Executive Order No. 10401 of October 14, 1952. 

SECTION 5. Agencies of the Government shall furnish the Trade Policy Com- 
mittee available information upon request of the Committee therefor for use in 
connection with the carrying out of the functions conferred upon the Committee 
by this order. 

Dwicut D. EIsENHOWER. 

THe Wuite Hovsse, 

November 25, 1957. 
(Published in Federal Register, issue of November 27 


, 1957, Vol. 22, F. R. p. 
9451.) 


[Press release Department of Commerce, Office of the Secretary, Washington, D. C., November 25, 1957] 


SECRETARY WEEKS IssuES STATEMENT ON TRADE PoLicy COMMITTEE 


Following the announcement by the White House that the President had estab- 
lished a Trade Policy Committee, composed of seven Cabinet members to advise 
and assist him in the administration of the reciprocal trade program, Secretary of 
Commerce Sinclair Weeks, Chairman of the Trade Policy Committee, said: 

“‘A major objective of the new Cabinet committee will be to strengthen the 
American economy through the sound and vigorous development of world trade. 

“International trade is not something apart from American industry or a sub- 
stitute for it Rather, it is a projection and an aid to American industry and 
commerce. Hence its healthy development both safeguards the Nation’s economy 
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from weakening influences and provides increasing opportunities for expanded 
business and employment. 

“Instead of creating hazards to domestic business, its proper development 
strengthens the economy and thereby helps all business and those employed by 
business. 

‘‘Among the new steps to promote the reciprocal trade program are the 
following: 

‘*(1) A policy-recommending unit at Cabinet level reflecting widespread respon- 
sibilities in foreign economic policy and domestic affairs. 

(2) Since 1934 an interagency committee known as the Trade Agreements 
Committee has made recommendations to the President on the administration of 
the Trade Agreements Act. Such recommendations will now be reviewed by the 
Cabinet Committee before going to the President. 

(3) An extremely important new function assigned to the Cabinet Committee 
is to advise the President on action to be taken by him on recommendations by 
the Tariff Commission in escape clause cases. The President thus will receive 
counsel reflecting a wide scope of experience and responsibility. 

“The new arrangement is another demonstration of the importance which the 
Administration places on the development of vigorous trade programs with a 
favorable impact on the entire economy. It will be a sort of ‘watchdog’ group, 
giving constant consideration to the progress of the nation’s reciprocal trade 
program.” 


[Press release, Department of Commerce, Office of the Secretary, Washington, D. C., January 13, 1958] 


Secretary of Commerce Sinclair Weeks today announced that the Trade Policy 
Committee with the approval of the President has adopted a statement of func- 
tions and operating procedures. 

The statement is set forth in a memorandum for the President signed by the 
Secretary as Chairman of the seven-member Cabinet Committee. 

The President, in issuing the Executive order (November 25, 1957) establishing 
the committee, stated that it would advise and assist him in the administration 
of the reciprocal-trade program. 

The President also pointed out that ‘‘the reciprocal-trade program is now one 
of our most important programs in the field of foreign economic policy and should, 
therefore, be under constant consideration by a Cabinet-level Committee with 
increased responsibility in the Secretary of Commerce, who is responsible for the 
development of foreign and domestic commerce.”’ 

Memorandum as approved by the President is attached. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., January 10, 1958. 
Memorandum for the President 
As Chairman of the Trade Policy Committee, established by Executive Order 
of November 25, 1957, this is to inform you that the Committee has adopted the 
following statement regarding its functions and operating procedures. The state- 
ment has been approved by all of the members of the Committee—the Secretaries 
of Commerce, State, Treasury, Defense, Interior, Agriculture, and Labor. 


FUNCTIONS OF THE TRADE POLICY COMMITTEE 


The functions assigned to the Trade Policy Committee by the Executive Order 
of November 25, 1957, establishing the Committee are to (1) make recommenda- 
tions to the President on basie policy issues arising in the administration of the 
trade-agreements program, which, as approved by the President, shall guide the 
interdepartmental Committee on Trade Agreements; (2) advise the President with 
respect to the recommendations made by the Trade Agreements Committee to the 
President; and (3) make recommendations to the President as to what action he 
should take on escape-clause reports submitted by the Tariff Commission. 

In carrying out these functions, the Trade Policy Committee will be concerned 
therefore, with the following types of activities among others: (1) recommenda- 
tions with respect to tariff negotiations, including compensation cases, (2) review 
and recommendations in escape clause case, (3) recommendations in certain other 
tariff matters such as the use of the Geneva Wool Reservation, (4) reeommenda- 
tions on United States positions with respect to any voluntary export arrangements 
of foreign countries, and (5) recommendations on other policy issues arising in the 
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administration of the trade agreements program including al! policy position 
papers for the GATT. 

In connection with tariff negotiations the Trade Policy Committee will be 
responsible for recommendations to the President regarding the initiation of tariff 
negotiations including the timing, preparations, and policy with respect to 
adherence to the peril-point findings. The Committee will review the recom- 
mendations of the Trade Agreements Committee regarding the list of items to be 
considered for tariff negotiations and will forward the list with comment to the 
President. The final list of items recommended by the Trade Agreements Com- 
mittee for tariff negotiation, together with the tariff concessions proposed to be 
offered and sought, will be transmitted to the President through the Trade Policy 
Committee which will submit to the President such advice as it may deem appro- 
priate. The Trade Policy Committee will be consulted on the proposed composi- 
tion and membership of the delegation to the GATT and submit to the President 
such advice thereon as it may deem appropriate. 

When it becomes necessary to modify or withdraw a tariff concession, as under 
an escape clause action, recommendations for compensatory tariff reductions will 
be reviewed by the Trade Policy Committee. Similarly, when other countries 
withdraw tariff concessions, recommendations regarding compensation to be 
sought by the United States, as well as the adequacy of compensation offered, 
will be reviewed by the Trade Policy Committee. Such recommendations of the 
Trade Agreements Committee will, after such review, be transmitted to the 
President through the Trade Policy Committee, which will submit to the President 
such advice thereon as it may deem appropriate. 

It will be the responsibility of the Trade Policy Committee to review the 
reports (findings and recommendations) of the Tariff Commission submitted to 
the President relating to escape clause cases and relating to review of prior escape 
clause modifications of tariff concessions; and the Trade Policy Committee will 
make recommendations to the President as to what action he should take on such 
reports. 

The Trade Policy Committee will also consider and formulate such recom- 
mendations as it may deem appropriate in certain other matters, such as the 
Geneva Wool Reservation. 

In these matters the Trade Policy Committee will have the responsibility of 
submitting to the President its analysis of the issues involved together with its 
recommendations. Whenever the members of the Committee are not unanimous, 
the report shall state the several recommendations and the points of disagreement 
upon which the differences rest. In carrying out these responsibilities, in particu- 
lar matters, the Committee should request and consider the written views of 
other interested departments or agencies not represented on the Trade Policy 
Committee, and may invite their personal participation, as appropriate. 

The Trade Policy Committee will review policy position papers and instruc- 
tions for the United States delegation at the annual meetings and intersessional 
meetings of the GATT, and submit to the President such advice with respect 
thereto as it may deem appropriate. Whenever the members of the committee 
are not unanimous, the report shall state the several recommendations and the 
points of disagreement upon which the differences rest. 

It is recognized that the emphasis which will be given by the Trade Policy 
Committee to various problems within the functions assigned to it by the Presi- 
dent may need to be reconsidered from time to time in the light of its operating 
experience. 


OPERATING PROCEDURES OF THE TRADE POLICY COMMITTEE 


Escape clause action 


From time to time the Tariff Commission will present a report for Presidential 
action. The Executive Secretary of the Trade Policy Committee will receive 
these reports and circulate copies to each member of the Committee. There- 
after, a meeting of the Committee will be convened for discussion of the Tariff 
Commission report and the various views submitted. The product of this meet- 
ing will be a report to the President presenting the comprehensive viewpoint of 
the Committee, including concurring and divergent views. The report will in- 
clude a specific recommendation for Presidential action. 


Review of Trade Agreements Committee recommendations 


All recommendations to the President from the Trade Agreements Committee 
will be sent to the members of the Trade Policy Committee with the request that 
the Trade Policy Committee member inform the Chairman of any wishes and 














e 


of 


(- 


ct 
ne 


i- 
ig 


e- 


iff 


of 
n- 


pe 
ut 
id 











TRADE AGREEMENTS ACT EXTENSION 151 


views regarding the interest that the Trade Policy Committee should take in the 
Trade Agreements Committee proposal. Such information from the Trade 
Policy Committee member must be received in the Office of the Trade Policy 
Committee within 5 working days unless a different submission period is pro- 
vided with respect to a particular matter. If one or more protests or divergent 


‘ 


views are received upon any Trade Agreements Committee recommendation, the 
Trade Policy Committee will be convened to discuss such matter. At the con- 
clusion of such discussions, the Trade Policy Committee will prepare a report to 
the President showing the concurring and divergent views as well as its specific 
recommendation. 

Recommendation on basic policy issues 


From time to time the Trade Policy Committee will be presented with prob- 
lems relating to basic policy decisions as contemplated by the Executive order. 
These subjects, in the form of proposals, shall be circulated to all members of the 
Trade Policy Committee and meetings will be held promptly at the request of 
any member of the Trade Policy Committee, culminating in a report to the Presi- 
dent indicating concurring and divergent views and with specific recommendation 
for Presidential action. 

At the request of any member of the Trade Policy Committee, the Committee 
will be convened to discuss any policy issue, which may arise in the administra- 
tion of the trade-agreements program. To facilitate the task of selecting policy 
issues for Trade Policy Committee consideration, all documents of the Trade 
Agreements Committee (e. g., position papers for GATT meetings) will be trans- 
mitted to the Executive Secretary of the Trade Policy Committee for circulation 
to its members. 

Staff operation 

The staff of the Trade Policy Committee will include an Executive Secretary 
of the Committee located in the Department of Commerce. 

SINCLAIR WEEKS, 
Chairman, Trade Policy Committee. 


Senator MaLone. Now then, to complete your explanation as to 
just how we get out of these trade agreements, is that all you have to 
sav about it? 

Secretary Wreks. Yes; I think I have covered it. 

Senator Matoner. I am going to correct the record. I was the 
State engineer of my State when this act was first passed. I said then 
in addresses, in debates, in my own State and elsewhere that it would 
destroy the United States of America if carried through to a logical 
conclusion. I did not understand then and I still do not understand 
how anybody can be for it if they fully understand what the ultimate 
effects are—what the effect is at the moment and what the ultimate 
effect on the workingmen and investors can be. 

Now this is the way you get out of these trade agreements. First 
I would ask you if Congress should, by resolution, request the Presi- 
dent or the Secretary of State or whoever does the job to serve such 
notice, do you have any doubt that the notice would be served? 

Secretary Weeks. No; I have no doubt but that it would. 

Senator Matone. You as the Chairman of the Policy Committee 
certainly would follow Congress request in that regard if they passed 
a joint resolution. 

Secretary Weeks. The ultimate power in these matters obviously 
rest with the Congress, Senator. 

Senator Matone. Then you are right about the bilateral trade 
agreements, and I will read that paragraph of a letter received from 
the Tariff Commission on January 29, signed by the Chairman, Mr. 
Brossard : 

All existing bilateral trade agreements to which the United States is a contract- 
ing party are now subject, in accordance with the terms thereof, to termination 
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upon the expiration of 6 months after either the United States or the respective 
foreign country gives notice to the other party of its intention to terminate the 
agreement. 

Then within 6 months after that notice is served you understand 
that the products covered by that bilateral trade agreement would 
revert to the Tariff Commission, an agent of Congress under section 
336 of the 1930 Tariff Act. 

Secretary Weeks. Yes, sir. 

Senator MaLone. Now I stand corrected in my language in refer- 
ence to GATT by Secretary of State Dulles. I referred to GATT as 
an organization, General Agreement on Tariffs and Trade, but he 
corrected me. It is merely an agreement and that each one of these 
agreements are called GATT—General Agreement on Tariffs and 
Trade. I find that he makes a technical difference and that he would 
rather we refer to it as the agreements, instead of an organization. 

Do you understand it that way? 

Secretary Werks. Yes; I do, and that is why for some time the 
administration has urged ‘approval of the OTC. It would provide 
permanent organization to administer these agreements. 

Senator Matone. That would have made it permanent, would 
it not? 

Secretary Werks. It would have given continuity by permanency. 
I do not mean permanency to the agreements. 

Senator Matone. Permanency to the organization and the right 
to make the agreements. 

Secretary Weeks. A permanent organization instead of the meet- 
ings which are held once or twice a year, I think. 

It would have given continuity to the machinery. 

Senator Matone. In other words, it would have been a permanent 
institution set up by Congress to make the agreements. The initial 
agreement included thousands of products. 

Secretary Werks. No; because you could never make the agree- 
ments until all the members met, as they must do in order to make 
new agreements. 

It would not have given any permanency to anything except it 
would simply have given continuity to the procedure of making the 
agreements. 

Senator Matonr. Maybe I am not making myself entirely clear. 

Secretary Werexs. And I would add to that the machinery to 
administer them. 

Senator Matone. It would be permanent machinery by which 
such agreements could be continually made, canceled, and remade, 
and so forth. 

Secretary Werks. No; I think you haven’t stated it quite correctly. 
The 35 nations meet- 

Senator Matone. Thirty-six now, thirty-seven; we are one. 
Thirty-six foreign competitive nations are doing the job on us. 

Secretary Werks. They meet 3 or 4 times a year. 

Senator Matone. Nobody knows here. We are not notified. | 
am glad to get this information that you meet that often. 

Secretary Weeks. When they meet, they make an agreement, and 
the only thing this OTC would have done would have been to help 
administer that agreement, if the agreement might not be lived up to 
here or there. 
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It would have given permanent machinery approved by Congress. 

Senator Matong. To enforce it. 

Secretary Weeks. To attempt on a continuous basis to attempt 
to keep the agreement in effect. 

Senator Matone. Yes, but the OTC was an organization of nations, 
was it not? 

Secretary Werks. It would have had a representative from each 
nation. 

Senator Matone. It would have been an organization of nations, 
the OTC (Organization for Trade Cooperation)? 

Secretary Werks. Yes, sir. 

Senator Matone. That is much better, and it did not take over 10 
minutes to get that into the record. Now an international trade 
organization would have been the same thing, would it not? 

Secretary Weeks. No. An international trade organization? 

Senator Matone. We had that monstrosity before Congress before 
you arrived in Washington officially. 

You were here several times. You were still in business then. 

Secretary Werks. Yes. 

Senator Matone. You have not changed much either except you 
have joined the free trade side now. You were for protection when 

ou were in business because you could not stay in business without 
it. I understand your situation. You can either agree or resign. 
You have that choice, do you not? 

Secretary Weeks. I have changed my mind, Senator. The world 
has changed some in the last 20 years. 

Senator Matone. You could resign if you had not changed your 
mind, couldn’t you? 

Secretary Werks. Yes, sir. 

Senator Mauone. I have been in every nation in the world. I 
wanted to see our star boarders in order to vote intelligently on tax- 

ayers’ eueey going to them in the amount of billions of dollars, so 
rive seen the industries of every nation in the world including our 
ex-friend, Russia, and some of this poppycock that is going on about 
Russia at the State Department oa shock a Russian. It shocks 
me, since I have been there. 

Now to get back to our previous discussion. Do you remember 
the International Trade Organization ever having been before Congress 
preceding the OTC? 

Mr. Simpson. Yes, Senator 

Senator Matone. Identify yourself for the record. 

Mr. Stimpson. Robert Simpson. 

Senator Matong. Who are you? 

Mr. Stimpson. I am in Mr. Weeks’ Department in the Bureau of 
Foreign Commerce. 

Senator Matong. What is your title? 

Mr. Stimpson. I am Director of the Office of Economic Affairs, 

Senator Matonz. How long have you been there? 

Mr. Simpson. In the Department of Commerce? 

Senator Mauone. Yes. 

Mr. Srmpson. Eleven years. 

Senator Matoner. You preceded the administration by some years. 

Mr. Srmpson. Yes, sir, that is right. 
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Senator Matone. Were you familiar with the International Trade 
Agreements Act or the international trade agreements proposed 
legislation? 

Mr. Simpson. I am broadly familiar with the proposal for the 
International Trade Organization. That was before I started this 
work, but I have read about it. 

Senator Matong. What did it provide? 

Mr. Simpson. The International Trade Organization would have 
been quite different from the proposed OTC. 

Senator Matonr. What was the objective of it? 

Mr. Simpson. The International Trade Organization would have 
been an organization of governments dealing with a very compre- 
hensive range of international economic subjects. In addition to the 
questions of tariffs and trade which the OTC would cover, the Inter- 
national Trade Organization would have covered questions of invest- 
ments, of cartels, of commodity agreements, of employment, of a 
number of broad subjects of that character, and much of the oppo- 
sition in the American business community, and I presume in the 
Congress to the-——— 

Senator Matone. It could have allocated materials to different 
nations. 

Mr. Simpson. It could have dealt with agreements for that purpose. 

Senator Matone. Strategic and critical materials? 

Mr. Stmpson. Sir? 

Senator Matone. Could it allocate scarce materials to different 
nations? 

Mr. Simpson. Well, it was not proposed that the organization itself 
engage in allocating, but the organization would have presided over 
rules for making agreements of that kind, yes. 

Senator Matone. If we had passed that act, we would have ceased 
being a nation. We would have just been a part of the world in the 
matter of trade, in the matter of distribution of materials, and in the 
matter of economic regulations. 

Mr. Srmpson. Well, Senator, that is a very broad description. I am 
not sure I could say yes or no to that characterization. 

Senator Martone. I am not sure that you know much about it 
yourself, but you thought you could answer it so I gave you a chance. 

That is exactly what it did mean. 

Secretary Werks. Was the act passed? 

Senator MaLone. No, it was not. This Congress has steadily and 
steadfastly turned down everything that would make anything of this 
nature permanent. God bless them for that. 

Secretary Werks. It has entered in this bill, the same disclaimer 
that was in the previous legislation. 

Senator MaLtonre. What? 

Secretary Wrrxs. The House in this proposed legislation has en- 
tered the same disclaimer as far as GATT is concerned. 

Senator Matong. They not only do not want to approve it, but 
they do not want any subtle language that might be interpreted by a 
sympathetic Supreme Court that we have approved it. That is 
right, is it not? 

Secretary Werks. I understand that has been right up to this 
moment, yes, sir. 
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Senator Matone. I think we are at the turning point. That is 
where I think we are. The people of the country are waking up. 
They are 10 years ahead of Congress. They could not believe that 
any administration or any Congress would do this to them. They are 
beginning to find it out that Congress is destroying their jobs and 
investments. 

The International Trade Organization and the OTC—as long as you 
have gotten into that, I might just as well clear it up. I refer to 
page 261 of Senate Report No. 1627, 83d Congress. It would be very 
helpful to you if you obtained a copy of that report. Dozens of 
engineers, economists, and experts testified over a period of a couple of 
years. There are 10 volumes of testimony behind this 1 volume. [ 
refer in the record to that volume, page 261, describing the Interna- 
tional Materials Conference. It was really a part of this whole plan 
to throw us into a world setup that would pass on the proportion of 
such materials we could obtain, scarce materials, along with other 
nations. 

Now in the matter of getting out of a multilateral trade agreement, 
any contracting party—I am reading now from the January 29 letter 
of the Chairman of the Tariff Commission, and if you have any 
doubts about this being correct, I hope you will discuss it further: 

Any Contracting Party to the General Agreement on Tariffs and Trade (GATT) 
(including the United States), in accordance with the terms of the Protocol of 
Provisional Application— 
it has never been approved by Congress, any of these trade agreements 
or GATT. It has never been approved by Congress. GATT has 
never been submitted to us— 
the terms of the Protocol of Provisional Application of the General Agreement 
on Tariffs and Trade, is free to withdraw from the agreement upon the expiration 
of sixty days— 


I don’t want you to miss this— 
sixty days after notice of such withdrawal is received by the Secretary General 
of the United Nations. 

You do not even have to notify each of the nations, just say this 
to the Secretary General, United Nations, and you are out in 60 days. 
Then do you understand that when you are out all of the products 
covered by the multilateral trade agreements revert automatically to 
the Tariff Commission under the 1930 act? 

Secretary Weeks. That is my understanding, yes, sir. 

Mr. Simpson. Senator, I believe there is one reservation on that 
statement. 

Senator Matone. What is it? 

Mr. Stwpson. A number of the bilateral trade agreements which 
we made with countries in the prewar period before the GATT was 
conceived remain in abeyance. They are superseded by the GATT, 
but in the event that the GATT were to disappear, then the bilateral 
trade agreements resume their force. 

Senator MaLonge. You mean they were not made for any certain 
period. They were made permanently, were they? 

Mr. Simpson. No, sir, they were not made permanently. They 
were made subject to the 3-year termination provision which the 
Congress directed. 
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Senator Matonsr. They could be terminated under that 3-year 
termination. 

Mr. Simpson. Yes, sir. 

Senator Matoner. But it does not take 3 years’ notice. 

Mr. Srupson. No. They may be terminated individually on 60 
days’ notice. My only point is they are not terminated by a with- 
drawal from GATT. 

Senator Martone. I am glad I have this second letter. That 
bothered me, so I wrote Mr. Brossard again, and this is what he said. 
I think you should study these letters and section 336 and I am going 
to have them put in the record. We understand of course that there 
are a lot of holdovers like you down in all these departments and some 
of them have been there for 25 years and the policy goes on and on. 

This is in response to your request this morning for an explanation of how the 
Protocol of Provisional iy Songer of the General Agreement on Tariffs and 


Trade permits the United States to withdraw from the agreement upon 60 days’ 
notice. 


The basic general agreement was signed at Geneva on October 30, 1947. 
Article XX XI of the general agreement provided that any contracting party may 
withdraw from the agreement on or after January 1, 1951, upon 6 months’ notice. 
Article XX VI of the agreement provides for the definitive entry into force thereof 
under specified conditions. The agreement, however, has never entered defini- 
tively into force. However, it has been applied by the United States since January 
1, 1948, pursuant to the Protocol of Provisional Application of the General Agree- 
ment on Tariffs and Trade signed at Geneva, Switzerland, on October 30, 1947, 
the same date on which the general agreement itself was signed. 

Now, Mr. Chairman, I ask that the 2 letters received from the 
Tariff Commission, 1 dated January 29 and the later 1 dated March 
4, be inserted in the record immediately preceding the insertion of 
section 336 of the 1930 Tariff Act. 

We are completely out of all multilateral trade agreements upon 60 
days’ notice, and all bilateral trade agreements upon 6 months’ notice. 
Then the workingmen and investors of America are back in business, 

Senator ANDERSON. Without objection that will be done. 

Senator Matong. Now, Mr. Secretary, there was a good deal of 
argument yesterday, and there has been considerable talking and 
argument and especially propaganda recently about the amount of 
foreign trade we have. 

Mr. Secretary, I heard your testimony yesterday that we have $19 
billion worth of trade. I studied your charts. I am putting a table 
in the record showing the amount of profitable trade—the exports 
of exportable goods from 1909 to 1957—that I want you tostudy. It 
is terribly hard to get any specific information on this subject from 
your Department. I would get an answering letter from somebody 
saying that my letter had been turned over to the proper authority 
and that I would receive the requested information. Then a couple 
of months would elapse with no information and I would write another 
letter. It was very difficult to get any pertinent information from 
your Department of Commerce or from the State Department. 

It shows the total production of movable goods, exportable United 
States goods, by year, exports of United States merchandise, percent 
of movable goods exported, United States Government grants and 
loans net, exports minus United States grants and loans, ratio of 
column V which would be exports minus United States grants and 
loans, the ratio of column V to column I which is total production of 
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movable goods, the amount that could have been exported in per- 
centage, and this is the way it runs. 

In 1909, the first record, we had exported 9.8 percent of our ex- 
portable goods. Now this, you understand, Mr. Secretary, is profit- 
able trade, not what you give away or pay foreign nations to take. 
It does not include the goods on which you pay a subsidy to sell it, 
not when you buy it at the American support price and sell it at the 
world price or below like Mr. Benson has to do to get rid of his agricul- 
tural products. 

And Mr. Benson is very perturbed because our goods go into these 
countries below the cost of production of the countries that have been 
furnishing these markets and then they get mad. But we call it 
foreign trade. 

Now it went to 10.9 percent in 1919, 12.9 percent in 1921, and 
started down again, but ran from 5.8 to 6.29 percent from 1927 to 1942. 

Let’s take it to 1939, the year before the war started. It was 7.5 
percent then. Of course, in the war years it immediately began to 
drop down. There was practically no foreign trade. It began to pick 
up again in 1945 when it was 7.3 percent, and so on down. 

In 1955 it was 5.8. It was 6.3 in 1955. Mr. Chairman, I ask 
permission to insert this table in the record and to complete the table 
and any other record that is necessary for this testimony. 

Senator ANpeRSON. That permission will be granted. 
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(The tables referred to are as follows:) 


United States production of movable goods, proportion exported, and foreign aid, 
selected years 1909-57 


[Millions of dollars unless otherwise indicated] 
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1 Covers changes in both long- and short-term claims of the U. 8. Government on foreign countries. 

2? Notavailable. (Prior to 1940, estimates of production of movable goods have been prepared only for years 
covered by a Census of Manufactures.) 

3 Not available. (See note 2.) 

4 Less than $50,000. 

5 Military aid shipments under the war and postwar lend-lease and Greek-Turkish aid programs are 
included in col. 5. 

6 Excluding United States subscriptions of $323 million in 1946 and $3,062 million in 1947 to capital of 
International Bank and Monetary Fund. 


Prepared from basic data of the Department of Commerce, June 1958. 


The above chart was prepared in an effort to obtain an accurate picture of what 
portion of our movable goods is being shipped abroad through the normal processes 
of international trade and without the benefit of subsidies, grants, gifts, and credits 
extended to the countries receiving American products at the expense of the 
American taxpayer. This objective has not been completely accomplished, nor, 
in the absence of any Government central authority collecting and collating the 
contributions, loans, barter deals, special donations and exchanges of goods for 
foreign currencies made to or with foreign countries by our numerous and various 
Government agencies at the expense of the American taxpayer, does it appear 
that a true picture can be given. 

For example, exports of farm products under the barter program authorized in 
title III of Public Sane 480 are included in column 2, showing total exports, but 
nowhere appear in column 5 or 6 listing, respectively, grants other than military 
aid and Government loans. In 1957 more than $400 million worth of farm prod- 
ucts were exported under the barter program. In 1956 barter “sales” totaled 
$299 million and the year previously $125 million. 
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In 1957, according to Department of Agriculture statistics, $1,279 million in 
farm products were exchanged for foreign currencies, and the year previously $783 
million. Foreign currency sales are presumedly included in column 6 of the 
Department of Commerce table, but the totals in that table for the years 1957 
and 1956 are only $961 million and $626 million, respectively. 

Of the $4.7 billion in agricultural exports last year, $1.9 billion moved under 
Government-financed programs other than CCC credit sales, or in other words 
were not sold for dollars. Dollar exports totaled $2.8 billion, but of this $1.1 
billion involved subsidies in which the producer was reimbursed by the Govern- 
ment under the CCC program and the product then made available for export 
through commercial channels at world prices considerably below the domestic 
price. ‘These sales, however meritorious the program may be from the stand- 
point of reducing the agricultural surplus, cannot be considered normal transac- 
tions in our commercial foreign trade. Yet the full amount is included in the 
export total, and nowhere reflected in column 5, 6, or 7. 

Each of these taxpayer-financed programs, if accurate figures could be ob- 
tained, would reduce the total value of exports actually sold abroad under condi- 
tions of normal commercial trade, and the percentages of our movable goods 
which are exported through normal commercial channels within the classical 
concept of international trade. 

The showing that $20,630 million of American products, military or otherwise, 
were exported during 1957 presents a distorted picture, not only of our foreign 
trade but also of oureconomy. Thus, if half of our movable product were shipped 
abroad as a gift, or bartered for foreign goods we did not want or need, or ex- 
changed for foreign currencies we cannot use, the administration could boast 
that our exports had increased to more than $100 billion and that were now ex- 
porting 50 percent of our entire movable product. This would not reflect, how- 
ever, any increased prosperity for the United States; it would reflect disastrous 
losses to our economy. 

The 1934 Trade Agreements Act has not increased the proportion of our 
national product sold abroad for dollars; it has decreased that proportion. Yet 
the 1934 act was sold to Congress and the public partially on the claim that it 
would increase the share of our national production exported to foreign countries. 
To even attempt to move a comparable share of our national product into foreign 
countries, it has been necessary since World War II, to give or loan $75 billion to 
those countries, thus paying for the goods they buy with our own dollars, and to 
further create devious programs designed to permit them to buy our goods with 
worthless foreign currencies or to “‘pay’’ for them with their own products of which 
they have a surplus or to which they attach none or little value. 

As may be seen from the chart above, incomplete as it is, from $3.4 billion to 
$5.8 billion of our export trade each year since the end of World War IT has been 
fictitious from any commercial standpoint and actually financed in its entirety by 
the American taxpayer. 


Secretary Werks. May I inquire what those tables are, Senator? 

Senator Martone. I want you to examine this table. 

Secretary Werks. These tables were furnished to you by the 
Department? 

Senator Matonre. Your Department furnished some of the infor- 
mation. However, it is so difficult to get any information from 
your Department on this subject that we have to dig it out the hard 
way. 

I am going to make a statement to you that is contrary to all the 
propaganda spread over the United States by your Department and 
the State Department. I have never seen so much propaganda of it 
on anything. The Atlantic seaboard papers have an editorial at 
least three times a week on it. 

If you subtract the money we give foreign nations and we have 
given them $70 billion since World War II, we have underwritten 
private investments in foreign countries against certain losses, and 
so on, the Import-Export Bank is loaning money at a very low rate of 
interest to these nations to build plants to compete with us. You 
and I can continue to study the foreign expense and with a little more 
promptness on the part of your Department we could come to a 
conclusion. 
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When you subtract all these giveaway items, cash and subsidies you 
arrive at an amount of profitable foreign trade even less percentage of 
our exportable goods that this Nation enjoyed in 1934 when the act was 
first passed. In this committee (the two committees of which I am 
a member cover a pretty wide field, I am the ranking Republican 
member of the Interior and Insular Affairs Committee and No. 4 
on this side of table here), there was much talk about the sugar bill 
yesterday. I think the sugar bill has worked very well, The Con- 
gress of the United States can examine any product they care to 
giving it special consideration, could they not? 

Secretary Werks. Yes, sir. 

Senator Matong. And in this division or allocation of the produc- 
tion of sugar to foreign nations for import, after we allocate the 
amount of cane sugar and the amount of beet sugar to the people 
of the United States and the amount of cane sugar to Hawaii and 
Puerto Rico, then to the Philippines, the foreign nations including 
Cuba and Peru, are allocated the remainder of our consumption. 

We consume more sugar than we produce in the United States. 
The State Department was adamant that we retain for Cuba the 
93.5 percent of the quota allotted to foreign countries, that Cuba 
produce the sugar a sell to us. 

I have been in Peru as well as all of the nations of the Western 
Hemisphere. I knew that 1 percent would mean a lot, say, to Peru, 
but the State Department remained adamant that the amount allo- 
cated to Cuba be not reduced. And I asked, “Why?” 

They said, ‘Because Cuba buys our wheat.” 

I said, ‘‘Now that is very interesting. What price do they pay 
for the wheat, our American support price or the world price?” 
There was a little hesitation and they said, ‘“The world price.”’ 

Then I said, ‘‘Now, that is very interesting. What do we pay 
them for their sugar, our American support price or the world price 
where they sell the remainder of their sugar and make considerable 
profit?” 

There was more hesitation and then they said, ‘‘We pay the support 
price.” 

And then and there, Mr. Secretary, | computed the difference— 
it is in the record, every 100 pounds of wheat we sell to Cuba costs 
the taxpayers of America $1.35—and you call it foreign trade. 

If all such items are subtracted, you get the figures in this table 
and you come right back to the 5 to 7% percent profitable foreign 
trade, percent exported of our exportable goods that you had in 1934 
when you passed the act. Did you know that? 

Secretary Weeks. I think there are two sides to that question. 

Senator Ma.one. I know there are two sides, and I have heard 
your side, where you call everything that you pay to export foreign 
trade. If you want to go into it again, go right ahead. 

I have read your side in every paper east of the Alleghenies. Out 
west of the Mississippi sometimes they publish it with amazement. 
I say to you, Mr. Secretary, if you had had this law so-called reciprocal 
trade law 50 years ago, there would be nothing west of the Mississippi 
and not very much east of the Potomac and the Hudson Rivers. 
There is nothing that can survive there under this act. And if you 
can just name some industry that can survive without a subsidy, 
I will be very thankful to you, because many of my people would like 
to find a new business that can survive in competition against the 
low-wage foreign competitor. 
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Secretary Weeks. Are you talking about raw materials or agri- 
cultural products? 

Senator Matone. I am talking about everything. You cannot even 
make monkey wrenches in this country in competition with American 
machinery in $2-a-day labor countries. 

Secretary Werks. We are doing very well in our trade in manu- 
factured products. I do not see how you can go behind those figures, 

Senator Matone. I do go behind them because your figures do not 
take into account the billions of dollars of subsidies with which you 
are buying your foreign trade. 

Secretary Werks. We have figured every dollar. 

Senator Matone. Figure it again and put it in the record. 

Secretary Werks. I will. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following information on a point 
raised by Senator Malone:) 


United States total exports, finished manufactures exports, and Government grant-aid 
to foreign countries, 1951-57 


{In millions, unless otherwise indicated] 








Item 1951 1952 1953 1954 | 1955 1956 1957 
; 


1, Exports of United States merchandise, 








total....................-.-.----..-._----|$14, 879 |$15, 049 |$15, 652 |$14, 981 |$15, 421 |$18, 940 |$20, 630 

2. Foodstuffs, raw materials, and semi- | 
Nisin dsc scdiiensacascibs 6, 420 5,710 | 4,771 5,290 | 6,158 | 7,886 8,844 
3. Finished manufactures-_...........---- 8, 459° “9, 339 | 10, 881 Ps 9, 691. 9, 263 | 11,054 11, 786 





4, Military aid shipments from United States_} 1,065 | 1,997 3,511 | 2,255 





5. Nonmilitary exports of finished manufac- 


tures (line 3 minus line 4)_...............| 7,394 7,342 | 7,370 | 7,436 | 8,007 | 9,297 | 10,431 
6. Net U. 8. Government grants other than 


ee Gicntnkhd so ntidumedudt oat | 3,035 | 1,960 | 1,837 | 1,647] 1,865] 1,695] 1,607 


Exports of finished manufactures minus 
U. 8. Government grants to foreign 


countries: | 
yf In current dollars (line 5 minus line 6).| 4,359 5,382 | 5,533 5, 789 6, 142 7, 602 8, 824 
8. Unit value index (1956==100)_.......| (94.5)} (95.0)} (95.7)} (94.5)} (96.1)} (100.0)| (106. 2) 
9. In constant 1956 dollars (line 7 divided 











BT WE Cibaikithswncncuvsncenes tenesaaker 4,613 | 5,665 | 5,782 | 6,126) 6,391 | 7,602) 8,309 











EXPLANATORY NOTE 


It is both statistically and theoretically impossible to allocate United States foreign-aid expenditures 
(many of them in lump-cash sums) unequivocally to specific classes of United States exports. The problem 
is analogous to that of a man who gets part of his income from a salary and part from dividends, and who is 
asked to specify how many of his lunches during a year he bought out of his salary and how many out of his 
dividend income. He can answer the question only on an arbitrary view as to which source of income he 
used for particular outlays. Similarly, the amounts of United States exports of manufactured goods which 
were financed from foreign aid funds can be specified only on an arbitrary view as to particular foreign uses 
of dollar receipts from various sources, including aid. 

The residual export figures shown in lines 7 and 9, above, may be viewed as absolute minimum estimates 
of‘‘unaided”’ exports of finished manufactures on the arbitrarily extreme assumption that all net grants to 
foreign countries were spent for such goods. This assumption, of course, seriously exaggerates the value of 
exports of finished manufactures financed through foreign aid, since sizable proportions of the grants were in 
fact used for other types of merchandise, such as agricultural products, or for services, such as ocean freight. 
Moreover, substantial amounts of aid have been authorized for expenditure by the recipients in other foreign 
countries, which may have used the funds for debt retirement or dollar asset accumulation, as well as for 
procurement of United States goods or services, but where these dollars were unidentifiably merged with 
those obtained from other sources. 

Since the deduction based on all net grants is seriously overstated in application to exports of manufactured 
goods alone, net Government loans to foreign countries—which in any event have consisted during the past 
few years primarily of foreign currency claims accumulated specifically through disposal of surplus agricul- 
tural commodities—are omitted from these calculations. 

Relationship between above tabulation and preceding table, inserted in the record by Senator Malone. 
entitled ‘United States Production of Movable Goods, Proportion Exported, and Foreign Aid, Selected 
Years, 1909-57”: With regard to the United States export and foreign-aid statistics, these 2 tabulations are 
based upon essentially the same approach and in large measure upon the same basic data. The difference is 
simply that one deals with total United States exports, while the other focuses upon exports of finished man- 
ufactures alone. 

More specifically, the data listed in lines 1, 4, and 6, above, are identical with those shown for correspond- 
ing years in cols. 2, 4, and 5, respectively, of the preceding table; and the residual figures in line 7, above 
constitute a component of the residual totals for corresponding years in col. 8 of the other table. 
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Senator Matoneg. I do not want to spend too much time on this. 
I will ask you first if in your negotiations for a bilateral or a multilateral 
trade agreement, whether or not the Tariff Commission is asked to 
determine what the so-called peril point might be. Then if the 
President of the United States can trade a part or all of any industry 
if he believes that it will further his foreign policy regardless of any peril 
point recommendation by the Tariff Commission. 

Secretary Wrrexs. You mean regardless of the peril-point recom- 
mendation? 

Senator Martone. Yes. 

Secretary Werks. He can, but he has not. 

Senator Matone. I beg leave to differ with you. Of course it is 
well known that he has not recognized the recommendations of the 
Commission whenever he wanted to trade a part of the industry for 
his foreign policy. 

Secretary Wnrxs. The peril point established by the Tariff Com- 
mission has never been penetrated since we have had the peril-point 
procedure, with one possible exception of a technical nature. 

Senator Martone. What is that? 

Secretary Weeks. It happened in the fall of 1953, Venezuela 
petroleum. 

Senator Martone. I have some news for you then. You have your 
lead and zinc case pending now. 

The Tariff Commission has made a recommendation. You have 
not taken cognizance of it. 

Secretary Weeks. For the good and sufficient reason that the 
President wants to see if Congress takes any action on the proposals 
he has made for stabilization. 

Senator Matone. You are not here telling me that every time the 
Tariff Commission has figured these peril points, that the President 
has always conformed to them. Are you telling me this? 

Secretary Weeks. I say the peril point has not been penetrated by 
the present occupant of the White House, not once, and if it was 
penetrated in the case of Venezuelan petroleum it was by the previous 
occupant of the White House. 

Senator Matone. I am going to talk to you next about the peril 
point. That is the greatest hoax ever sold to an unsuspecting public. 
Let me ask you this question now so we will save time. If he wants 
to do it, he can make any trade agreement he cares to make, if he 
thinks it will further his foreign policy, can he not? 

Secretary Wenxs. Within the limits set down by the statute. 

Senator Matone. That is right, and he does not need to consult 
Congress or the Tariff Commission or anybody else. 

Secretary Werks. So long as he conforms to the rules and regula- 
tions and the statute. 

Senator Matone. That is right, and that means first within 50 
percent and then another 50 percent, and now it is an additional 15 
percent at 5 percent a year, and you are currently asking for a 25 
percent further reduction, and that would be within the limits, would 
it not? 

Secretary Werks. Yes, sir. 

Senator Matone. And he could do that regardless, could he not, 
without consulting anybody, except his own Cabinet? 
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Secretary Werks. He has to first go to the Tariff Commission for 
their peril point recommendation. 

Senator Matone. Is that in the law now? 

Secretary Weeks. Yes, sir; and in the proposed law. 

Senator Matong. That he cannot make a trade agreement until 
he has the advice from the Tariff Commission? 

Secretary Werks. That is right. 

Senator Matone. But if he wanted to make the trade agreement 
regardless, he could make it, could he not? 

Secretary Werks. No; I do not think he could. 

(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following information with 
respect to procedures preparatory to tariff negotiations:) 


TrapE AGREEMENT PREPARATORY PROCEDURES 


Section 4 of the Trade Agreements Act of 1934, as amended (19 U. 8S. C. 1354), 
which contains legislative provisions relating to procedures preparatory to trade 
agreement negotiations, reads as follows: 

“Before any foreign trade agreement is concluded with any foreign government 
or instrumentality thereof under the provisions of this Act, reasonable public 
notice of the intention to negotiate an agreement with such government or 
instrumentality shall be given in order that any interested person may have an 
opportunity to present his views to the President, or to such agency as the Presi- 
dent may designate, under such rules and regulations as the President may 

rescribe; and before concluding such agreement the President shall request the 

ariff Commission to make the investigation, and report provided for by section 3 
of the Trade Agreements Extension Act of 1951,! and shall seek information and 
advice with respect to such agreement from the Departments of State, Agriculture, 
Commerce, and Defense, and from such other sources as he may deem 
appropriate.” 

In pursuance of these provisions and in order to coordinate the trade agreement 
activities of the several interested agencies, two committees were organized when 
the program was initiated. These were the Interdepartmental Committee on 
Trade Agreements and the Committee for Reciprocity Information. More 
recently, in November 1957, the Trade Policy Committee was established by 
Executive order? as a Cabinet-level committee to advise and assist the President 
in the administration of the trade agreements program. This Committee con- 
sists, in addition to the Secretary of Commerce as its chairman, of the Secretaries 
of State, Treasury, Defense, Interior, Agriculture, and Labor, or of alternates 
designated by them. Such alternates must be officials who are required to be 
appointed by the President with the advice and consent of the Senate. 


Trade Policy Committee 

Under the provisions of the Executive order creating it, the Trade Policy 
Committee has several functions in connection with the trade agreements program. 
The particular function of the Trade Policy Committee in the making of new 
trade agreements is to receive and review all recommendations made by the Trade 
Agreements Committee to the President and to transmit them to the President 
together with any comments and recommendations of its own resulting from 
that review. This Trade Policy Committee review takes place at each of the 
stages of Trade Agreements Committee action. 
The Interdepartmental Committee on Trade Agreements 

The Trade Agreements Committee consists of a Tariff Commissioner, and of 
representatives of the Departments of State, Treasury, Defense, Agriculture, 
Commerce, and Labor, and the International Cooperation Administration (non- 
voting). The function of the Tariff Commission member is substantially that of 


a@ consultant. 
The Trade Agreements Committee, under the chairmanship of the State De- 
partment representative is responsible for assembling and analyzing information 


1i. e., peril point procedure. 
2 Executive Order 10741 and other documents relating to the Trade Policy Committee. 


Note.—This material inserted on p. 228 of June 21 transcript. 
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pertinent to prospective trade agreement negotiations, the detailed content of 
the agreements, and making recommendations concerning the administration of 
the trade agreements program to the President through the Trade Policy Com- 
mittee. 

As special problems arise or as new trade agreement negotiations are contem- 
plated, the Trade Agreements Committee sets up interdepartmental subcom- 
mittees, sometimes called ‘‘country committees,’”’ to consider the particular 
problems or possible negotiations and to submit data and recommendations to 
the Trade Agreements Committee. 

Committee for Reciprocity Information 


The Committee for Reciprocity Information has at the present time the same 
membership as the Interdepartmental Committee on Trade Agreements, but the 
Tariff Commission member serves as its Chairman. This Committee was es- 
tablished in pursuance of section 4 of the Trade Agreements Act (quoted above) 
to receive the views of the public in connection with prospective trade agreement 
negotiations, as well as with the administration of agreements already concluded. 

The Committee for Reciprocity Information holds public hearings prior to each 
trade agreement negotiation, in order that interested parties may have an op- 
portunity to be heard and to have their testimony or other statements of views 
available to the Trade Agreements Committee and to the President. 

These three committees provide the machinery to carry out the objective of 
section 4 of a thorough examination and review of both the concessions we should 
seek from other countries and the concessions we should offer in order to obtain 
them, which takes into account the views of interested persons and groups, con. 
cerning the proposed negotiations, as well as those of all of the governmenta- 
agencies concerned, including the peril point findings of the Tariff Commission] 


Senator Matone. I think you had better look that up. Are you 
telling me that he could not do it regardless of the Tariff Commission 
recommendations? 

Secretary Weeks. The peril-point procedure is established in the 
legislation. 

Senator Matonr. But it does not say that he has to conform to it. 
All he has to do when he does not conform to the peril point as set by 
the Tariff Commission is to explain to Congress why he did not con- 
form. 

Secretary Weeks. Senator, he has to get the peril point finding. 

Senator Matone. He has—but he does not need to accept it. 

Secretary Werks. But he does not have to conform to what the 
finding is. 

Senator Matonr. That is what you should have answered in the 
first place. 

Secretary Werks. Yes; that is correct, but as I said, he always 
has 

Senator Matong. Let’s go to the next question. He does not need 
to conform. That is the purpose of the question. 

Secretary Werks. He has to get the information, but he does not 
need to conform. 

Senator Martone. He does not have to do anything but sell the 
industry down the river if he believes it will further his foreign policy. 

Secretary Werks. That is right. 

Senator Martone. Now then, that only required an additional 10 
minutes to get the answer. Then, in effect, what he can do if he 
thinks it will further his foreign policy, he can sacrifice all or any 
part of any industry under consideration, can he not? 

Secretary Werks. He can go beyond the peril point if he sees fit. 
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(The Secretary of Commerce subsequently forwarded to the com- 
mittee for insertion in the record the following information with regard 
to the peril-point procedure:) 

The Tariff Commission, in its recent publication Investigations Under the ‘Peril 
Point’’ Provision, third edition, May 1958, gives the following brief description of 
the statutory requirements concerning peril-point determinations: 

“Sections 3 and 4 of the Trade Agreements Extension Act of 1951 set forth the 
statutory requirements regarding ‘peril point’ determinations in connection with 
proposed trade-agreement negotiations. The peril-point provisions of the 1951 
act * * * require the President, before entering into any trade-agreement negoti- 
ation, to transmit to the Tariff Commie~‘on a list of the commodities that may be 
considered for possible concessions. The Commission is then required to make 
an investigation (including a public hearing) and to report its findings to the 
President on (1) the maximum decrease in duty, if any, that can be made on each 
listed commodity without causing or threatening serious injury to the domestic 
industry producing like or directly competitive products, or (2) the minimum in- 
crease in the duty or additional import restrictions that may be necessary on any 
of the listed products in order to avoid causing or threatening serious injury to 
such domestic industry. 

“The President may not conclude a trade agreement until the Commission has 
made its report to him, or until 120 days from the date he transmitted the list of 
products to the Commission. If the President concludes a trade agreement that 
provides for greater reductions in duty than the Commission specified in its report, 
or that fails to provide for the additional import restrictions specified, he must 
transmit to the Congress a copy of the trade agreement in question, identifying 
the articles concerned and stating his reason for not carrying out the Tariff Com- 
mission’s recommendation. Promptly thereafter, the Tariff Commission must 
deposit with the Senate Committee on Finance and the House Committee on 
Ways and Means a copy of the portions of its report to the President dealing 
with the articles with respect to which the President did not follow the Tariff 
Commission’s recommendations.” 


Senator Matong. That is right, and now like the proposal coming 
out of the Department of the Interior, with 5 minerals—lead, zinc, 
tungsten, and others—they make a proposition of paying the difference 
between the world price and the production price up to a certain limit, 
and that limit in most cases is about 25 to 35 percent of the American 
market. 

You are aware of that, are you not? 

Secretary Weeks. Yes, sir. 

Senator Matone. You are. 

Secretary Werks. Yes. 

Senator Matone. All right; then that means in the proposal to 
subsidize it, the tariffs are already so low they are ineffective. Most 
of them are under trade agreements. Then they are sacrificing at 
least two-thirds of the market to foreign nations, aren’t they, for 
example, in tungsten? 

They trade two-thirds of that now while we produced more tungsten 
in the United States than the country could use under the Malone- 
Aspinall Act of 1953. It was extended in 1956 with a limited number 
of minerals and it is good until 1959 but the House did not follow the 
Senate in appropriating the money. 

The Senate sent the appropriation to the House four times. But it 
showed by having a set price or tariff that made the difference in the 
wages and the cost of producing goods here and in the chief producing 
country that you could produce all the tungsten you need. But now 
they are limited in this offer so that it cuts that market in two. So 
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what the Secretary of the Interior’s proposition is, is to divide the 
market of tungsten. Just take that asan example. There are about 
5,000 products. About 40 percent to the United States and 60 percent 
abroad; isn’t that about what the effect is? 

Secretary Werks. I do not know what the percentages are. 

Senator Matone. I can furnish that for the record but that is the 
principle of what they are doing, isn’t it? 

Secretary Werks. Yes, sir. 

Senator Matone. Then the President has sacrificed at least a half 
of the tungsten industry to foreign nations to further his foreign 
policy, has he not? 

_Secretary Weeks. I do not know the details of the tungsten 
situation. 

Senator Matong. If what I say is true, that they only figure on 
subsidizing it up to a certain percentage of the market, the rest of it is 
sacrificed, is it not? 

Secretary Wexrxs. I do not know how it will work out in price 
range. It might or it might not be, I would think. 

Senator Matone. If what I tell you is true, it would be true, would 
it not, that they only subsidize it up to a certain percentage of the 
market? 

Now if that is true, then the rest of it is sacrificed, is it not? 

Secretary Werks. I have no competence in the tungsten field. 

Senator Matong. You do not know whether or not I am telling 
you the truth; is that it? 

Secretary Werks. If your facts are accurate, we are going to con- 
tinue to buy some tungsten abroad; yes. 

Senator Matong. But that would sacrifice the amount of the 
market in this country above the amount of the subsidy, wouldn’t it, 
that is to say, a certain number of units that is subsidized. 

Beyond that, it would be a foreign market, would it not? 

Secretary Werks. Well, obviously if you buy something abroad, 
you have got it here, as you have expressed it you have sacrificed 

Senator Matone. I know you understand what I am asking you 
and I want you to answer it and you are going to, though it may take 
along time. That is, if I have explained this to you properly, instead 
of producing 100 percent or 75 percent, you are going to produce the 
percentage that is subsidized, aren’t you, under any plan? 

Secretary Werxs. That would depend on what the world price is 
and what the domestic price is. 

Senator Matone. Why, of course, but if what I am telling you is 
true, the foreign price is so low that there is no chance of anybody 
here competing on a world price. So the subsidy comes in for 40 
penn. of it or 30 percent or 50 or whatever it proves to be, and 

eyond that you cannot produce it in this country, can you? 

Secretary Werks. No. 

Senator Matong. All right; that is enough. 

Let’s get on with it. 

Now, the President can, then, regardless of any finding of the 
Tariff Commission, regardless of any provisions whatever, sacrifice 
part or all of any industry if he thinks it will further his foreign policy 
and makes these trades. 

Secretary Weeks. He has stated publicly that he does not intend 
to sacrifice—— 
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Senator Matonsz. He has done it so what difference does it make 
as to what he has said. What he says doesn’t make any difference, 
any more than it did under Truman. What he is doing is what counts. 
And I like this President; you know I do. 

Secretary Werks. He has not penetrated the peril point once. You 
continue to say he can, but he has not done it and he has said publicly 
he would not do it. 

Senator Matonr. He never said publicly that he would not go 
below the tariff point and if he has, I want you to put it in the record. 

Secretary Werks. Not specifically. 

Senator Matone. Of course he didn’t. 

Secretary Werks. But he has said that he would not stand by and 
see any industry placed in jeopardy. 

Senator Matone. But my friend, he has. 

We are going out of business, and he probably doesn’t know it. 

Secretary Werks. I do not think the record of our manufacturing 
exports and imports indicate we are going out of business. 

Senator Matons. I know, but the boys are out of business. Crock- 
ery is out of business, textiles are down, the mineral people are out 
of business, and I can name you so many, but I do not want to take 
your time because I know other Senators have questions. 

What he is doing is what counts, and if that sound barrier is 
between the Cabinet and the White House, I think you ought to 
penetrate it, because he would never say a thing like that if he knows 
what is going on. I know the President, and I like him personally. 
I just do not vote for 2 or 3 things he is for; that is, billions to Europe 
to build these plants to compete with us, and free trade to divide 
the American markets with the foreign nations that we are subsi- 
dizing, and we have already priced ourselves out of every foreign 
market except when we subsidize the products, so I am not for that. 

But that is his business. We elected him, and I am for him, and 
I would be for him tomorrow if he were running. 

Secretary Weeks. Senator, from your standpoint, you are much 
better off with this new bill than you are with the present legislation. 

Senator Matone. I just hope that we do not have any of it and 
then we would be in business again very quickly, 6 months and 2 
months respectively, on the multilateral and bilateral agreements 
as I outlined to you. 

Mr. Secretary, now I want to ask you a further question. We 
have settled now that the President can make any trade agreement 
that he wants to make. 

Secretary WeEks. Within the limits—— 

Senator Matone. Of course, that is understood. 

Secretary Werks. Of the statute. 

Senator Matone. But the limits are so wide that no one in this 
Nation can operate under that limit if he uses it. Now he can do 
it if he wants to under this legislation. 

We have established that, and I hope we do not have to go into it 
again. 

Now in the rules and regulations of GATT, we have a document 
here which I hope I can find quickly. 

It is a General Agreement on Tariffs and Trade, present rules and 
proposed revisions. I do not understand how you do not call this an 
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organization. You are right enough about it. Page 21—and this is 
not dated—on page 21, proposed article XII, section 1: 

Notwithstanding the provisions of paragraph 1 of article XI, any contracting 
party, in order to safeguard its external financial position and balance of payments, 
may restrict the quantity or value of merchandise permitted to be imported 
subject to provisions of the following paragraphs of this article. 

Now I am going to ask you a question, and if you answer it the 
way I know, we will eventually get the answer. I won’t take the time 
of the committee to read it, but I am going to ask permission that 
article XII, certain marked parts on page 21 to 22 be included in the 
record when we get around to it. 

I am going to ask you if these provisions do not provide that any 
Nation may be excused and does not have to live up to their part of 
one of these trade agreements, the bargain they make, if they can 
show they are short of dollar balance payments. 

Secretary Werks. Yes. My answer and understanding is that if 
they have not the dollars to buy, they do not buy. 

Senator Martone. That does not have anything to do with the 
answer at all. 

I will ask it again. 

Secretary Werks. As I called to your attention yesterday, the 
quota restrictions that were applied in the first instance have come 
down continually over the last several years. 

Senator Matone. You mean their quota restrictions on our 
products? 

Secretary Weeks. I read yesterday that the Belgium, Netherlands, 
and Germany, three of our principal trading partners, impose virtually 
no restrictions. Then I went on with Sweden, 70 percent, and so on. 

Senator Matone. Now let’s get back to the question just to save 
the time of the committee because I am going to put this in the record 
and all of the other examination is going to make it very clear. 

Are they bound to keep their agreements, the trade agreements 
that they sign with us if they can show that they are short dollar 
balance payments? 

Secretary Wrrxs. No, they are not, insofar as the rule against 
quantitative restrictions. 

Senator Matone. All right, that is good. 

Let’s just go right on now. That is enough. 

Secretary Wzrks. It is part of the agreement. 

Senator Matone. And it isin therecord. Why, of course. Later 
I will show they do not keep them. We are making a report on the 
Eastern Hemisphere now in the Interior and Insular Affairs 
Committee. 

We will show that none of them keep their agreements. 

Senator ANpERSON. Senator Malone, we did agree that at 10 o’clock 
we would terminate and take up with Secretary Dulles. 

Senator Matone. I have just a couple of questions and then I am 
finished. I’m sorry it took so long, but it is just one of those things. 

Secretary Werks. May I say this, Senator. Where quota restric- 
tions are imposed, they are not violating any agreement. 

Senator Matons. I understand that. 

Secretary Werks. Because it is a part of the agreement that they 
can do it until they can get themselves on a basis where they can keep 
up to the level. 
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Senator Matonr. Why of course. 

Until they are living just like we are, we fully divide the wealth 
and the taxes, the money of the taxpayers and the markets of the 
United States with all the 36 of them so they can live like we do or we 
live as they do. 

Then they would be bound; wouldn’t they? You say “yes” to that. 

Now I ask permission, because of the lack of time, that I may 
complete the statement that I intended to make here at the end of 
Mr. Weeks’ testimony. 

Senator ANDERSON. Surely. 

Senator Matone. I thank you very kindly, Mr. Secretary. You 
have made a fine witness. 

Senator ANDERSON. Mr. Secretary, the other members of the 
committee will decide if they want you back. 

I do not imagine they do. 

Secretary Dulles, we appreciate your coming back on Saturday 
morning to be with us for the balance of your testimony. 


STATEMENT OF THE HONORABLE JOHN FOSTER DULLES, 
SECRETARY OF STATE—Resumed 


Secretary Duties. Thank you. 

Senator ANDERSON. When we adjourned yesterday, Senator Ma- 
_ was in the process of examination. At least, he was next on the 

ist. 

Senator Malone, do you have additional questions of the Secretary 
of State? 

Senator Matone. It was understood, Mr. Chairman, that when we 
quit for lunch yesterday we would be back at 2:30 and the Secretary 
had some unfinished business, and we had some, too, so we did not 
object to it very much that he come back this morning and that I 
would continue. 

Senator ANDERSON. Go right ahead, Senator Malone. 

Senator Martone. Mr. Secretary, as near as I can see from the 
record, without reviewing it, we were talking at the close of yester- 
day’s examination about who negotiated the multilateral trade agree- 
ments at Geneva. I think I had asked you, and we were discussing 
it, if it was not your Department or representatives of your Depart- 
ment, that sat in, representing the United States at Geneva, to nego- 
tiate these agreements. 

Secretary Duturs. The agreements are negotiated by representa- 
tives of the State Department in accordance with instructions which 
are worked out by the Inter-Cabinet Committee and approved by 
the President. 

Senator Matone. Beforehand? 

Secretary Dutuss. The actual negotiating is done by the State 
Department representatives. 

Senator Matong. Then if he sees that he has to make any changes 
that seem to him reasonable in these trade agreements, then he must 
return and consult the policy committee? 

Secretary Duuuzs. Yes. 

He cannot make any decisions without authorization. 
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Senator Matone. But you work out ahead of time a program includ- 
ing all the materials upon which the policy committee is willing to 
negotiate and the lengths to which you are willing to go. 

Secretary Duss. Yes, sir. 

Senator Matons. Then he makes the best trade he can make up 
to that point. 

Secretary Duties. Within the limits of his instructions, yes. 

Senator Matonz. And do you sometimes change his instructions 
on the telephone? 

Secretary Duties. I do not think so. I think it is never done on 
a quick basis. 

Senator Matonr. He comes back and meets with the committee if 
he has a proposition made to him that does not fall within the latitude 
given him in the beginning. 

Secretary Duties. The committee would be called together again 
and the President would have to change the instructions. 

Senator Matonz. Or he-could mail it here and you could meet and 
then give him instructions. 

Secretary Dutuxs. That is right. 

Senator Matone. You do that sometimes, do you? 

Secretary Duties. Yes. He would probably cable more than mail. 

Senator Matonr. Are these programs made public in any way 
before he goes to Geneva? 

Secretary Duties. They are worked out. 

Senator ANpERSON. He would lose his trading position. 

Secretary Du.uss. There are public hearings, of course, that pre- 
cede the taking of our position and the establishment of peril points 
and the like through the processes of the Tariff Commission, but we 
do not disclose to others how far we might be willing to go because, 
as the chairman says, if we did that, we would lose our trading 
position. 

Senator Matong. Are any committees of Congressmen or Senators 
advised of what you are about to do? 

Secretary Dutuzs. Not in the normal case, no. 

Senator Matonr. Are any of them advised. such as this com- 
mittee which under the Constitution of the United States, is supposed 
to have something to do with tariffs? Is it advised? 

Secretary Dutuss. The theory of the act, Senator, as you of course 
well know, is that Congress by passing the act gives discretionary 
authority, negotiating authority to the President within limits which 
are defined by the act. 

Senator MALone. Yes. 

Secretary Duties. And further clarified by the Tariff Commission, 
and the President acts under that authority, and I think he normally 
does so without consultation, coming back again to Congress. 

Senator Matone. You do not feel it is incumbent upon you to 
tell the Congress anythiog until after tne trade agreements have been 
signed. 

Secretary Duties. We think that the Congress tells us first what 
they want us to do, and within what limits they want us to do it, and 
then we go ahead and carry out that mandate. 

_ Senator Matone. Without any information to the Congress in the 
interim. 
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Secretary Duxixs. Without referring back again to Congress; 
es, sir. 
: Senator Matonsr. And not even when it is completed. All you do 
then is publish it when it is completed. 

Secretary Dutuzs. Yes. 

Senator Matonz. Now, are any Congressmen or Senators allowed 
to sit in on any of your negotiations in Geneva? 

Secretary Duties. They have been present, I believe, at Geneva, 
on certain occasions. I do not think that they have ever been, as 
far as I can recall, actual members of the delegation. 

Senator Matonr. Not members, but are they allowed to sit in in 
actual negotiations? 

Secretary Dutuixs. I think the negotiations are conducted in 
private. 

Senator Matong. Yes; I think so, too. 

In other words, the answer is “No.” 

Secretary Dutuxs. To the best of my knowledge, I think the answer 
is “No.” 

Senator Matonre. You would probably know more about it than 
anybody else, wouldn’t you? 

Secretary Duties. No; because these things have been going on for 
24 years, Senator, and my contact with it is only quite recent. 

Senator Matone. I am not talking about somebody that is not now 
in office. Maybe someone not now in office might know more about 
why this was put up to Congress in the first place. 

Secretary Duties. I thought your inquiry related to the whole 
span of this legislation. 

Senator Matone. Yes. I rather think the first proposers of this 
legislation did know what they were doing. 

I have had my doubts since. 

Now another question. Are any industrialists or people who will 
be affected by these agreements allowed to know what is going on in 
Geneva or sit in or advise with the committee in Geneva, while they 
are in progress? 

Secretary Duties. They are fully consulted in advance of our 
going to Geneva. 

Senator Matong. Who is fully consulted? 

Secretary Duties. The industries that might be affected by any 
tariff reduction. 

Senator Matone. Are they? 

Secretary Duuuzs. Yes, sir. 

Senator Matong. Who represents these industries? Who do you 
think represents them and who do you discuss it with that affects, for 
example, titanium, or affects minerals of different kinds or textiles? 
Who do you discuss it with? 

Secretary Duties. The representatives of the industry, the in- 
dustrial associations and the like. 

Senator Matone. You do? 

Secretary Duuuus. Yes, sir. One of the reasons, Senator, for this 
time schedule that we talked about in relation to the common market 
is the fact that before we take any position on possible reductions and 
create our negotiating position, we go through months and months 
and industry goes through months and months of preparatory work, at 
very great expense, time, and trouble, and it is a monumental process. 
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Senator Matonr. And the industries do consent to these trade 
agreements ahead of time? 

Secretary Dutuzs. No, I do not say they consent to them. I say 
they are fully consulted. 

Senator Martone. They are fully consulted. Just how? 

Do you ask them to appear before a committee here and tell this 
committee their position? Is that it? 

Secretary Duties. They appear before the Tariff Commission 
among other things. 

Senator MaLtonr. What committee is it they appear before that 
represents your Department or represents the trade agreements 
organization that is going over there to do the job? Don’t you have a 
committee before which an industry or representative can appear? 

Secretary Dutuxs. There is a committee called the Committee for 
Reciprocity Information, in addition to the Tariff Commission. 

Senator Matonr. Who serves on that committee? 

Secretary Duturs. The agencies that are represented on the Trade 
Agreements Committee and the Trade Policy Committee. 

Senator Martone. In other words, the Policy Committee, headed 
by Secretary Weeks? 

Secretary Duties. That is right. 

Senator Matongr. And then the Cabinet members. They are all 
Cabinet members that are members of this Committee, aren’t they? 

Secretary Duties. They are Cabinet members or Deputy Cabinet 
members. 

Senator Matonse. Do the Cabinet members sit and hear this 
testimony? 

Secretary Dutuzs. No, not usually. 

Senator Matonn. They appoint someone to represent them out of 
their department do they? 

Secretary Duties. Generally the Cabinet members do not them- 
selves sit on the Committee for Reciprocity Information, although I 
would say that a special Cabinet Committee was set up, for instance, 
to deal with the petroleum problem. I, myself, personally sat on a 
number of occasions. 

Senator Matonez. Petroleum is only 1 out of 5,000. 

Secretary Duties. But normally an under secretary such as Mr. 
Dillon, who is here, would sit to represent me on the Trade Policy 
Committee. 

Senator Matonr. Now petroleum of course is only one product 
out of perhaps 5,000 that we produce. That is true. 

Secretary Duties. That is quite right, and if I spent my time 
dealing with those 5,000 products, I would not be able to deal with 
foreign affairs. 

Senator Matone. Yes, I understand that. Of course some of us 
think that it might be advisable at that. But a further question: 
Could you provide the record with the representatives of the Cabinet 
officers that have sat on this what-do-you-call-it committee? 

Secretary Dutuzs. I do not know to which committee you are 
referring. 

Senator Matong. For Reciprocity Information. 

Would you provide the committee, say, for the last couple of years 
with the names of the persons who have sat and actually heard the 
testimony? 
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Secretary Dutuss. Yes, I think we can do that. 
(Secretary Dulles subsequently supplied the following for the 
record:) 


MEMBERS OF THE COMMITTEE FOR REcIPROCITY INFORMATION, 1956-58 


Edgar B. Brossard, Chairman, United States Tariff Commission. 

Charles W. Adair, Jr.,| Chief, Trade Agreements and Treaties Division, Depart- 
ment of State. : 

George H. Willis, Director, Office of International Finance, Department of the 
Treasury. 

Prentice N. Dean, Associate Chief, Foreign Economie Policy Division, Office of 
Foreign Economic Affairs, Office of Assistant Secretary of Defense (Interna- 
tional Security Affairs), Department of Defense. 

Harry Shooshan, International Activities Assistant, Technical Review Staff, 
Office of the Secretary, Department of the Interior. 

A. Richard DeFelice, Deputy Assistant Administrator, Agricultural Trade Policy 
and Analysis, Foreign Agricultural Service, Department of Agriculture. 

Robert E. Simpson, Director, Office of Economie Affairs, Bureau of Foreign 
Commerce, Department of Commerce. 

Leonard R. Linsenmayer,? Associate Director, Office of International Labor 
Affairs, Department of Labor. ; 

Katharine Jacobson (Miss), trade policy adviser, Office of the Deputy Director 
for Technical Services, International Cooperation Administration. 

Senator Matone. That is where you think that the industries have 
been consulted. 

In other words, they tell you what their situation is? 

Secretary Duturs. More importantly, in the hearings before the 
Tariff Commission. 

Senator Matonr. Whenever the Tariff Commission is asked to 
determine a peril point, is that it? 

Secretary Duties. That is correct, but we do not reduce tariffs 
without first getting a peril-point finding. 

Senator Matone. Now that peril point, as long as you brought it 
up, I had it on the list for a little later. What is the peril poimt? 
What does it represent? 

Secretary Dutues. It is defined in the law. It is a point beyond 
which, just using popular language, there would be peril, the imports 
would imperil the American industry. 

Senator Matong. Then it is not a point at which a domestic 
industry could make a profit, a reasonable profit, but it would be at 
a point that could endanger the industry, perhaps cut below their 
cost of production, is that it? 

Secretary Dutues. I do not think the cost of production element is 
brought in. It is a more broad aspect: 

Causing or threatening serious injury to the domestic industry producing like 
or directly competitive articles. 

That is the main test. 

Senator MALONE. Yes. 

In other words, if it causes serious injury. It is not a question of 
making any money but the peril point would be at a point where 
there would be serious injury done the industry. 

Secretary Duties. That is what the act provides. 

Senator Matonr. That is what I wanted to clear up in the record. 

Secretary Duties. Yes. 


1 vee. in 1956-57, by Carl D. Corse,.then Chief, Trade Agreements and Treaties Division, Depart- 
ment of State. 

? Preceded, in 1956-57, by Philip Arnow, then Associate Director, Office of International Labor Affairs, 
Department of Labor. 
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Senator Matone. Now, as a matter of fact, is the President bound 
by the peril point? 

Secretary Dutuss. No. 

Senator Matone. That is right. Now I will ask another question. 

Secretary Duties. Let me say, in fact he complies with it, but 
technically I think under the law he could disregard—— 

Senator Matone. He could do anything he wants to do but the last 
time it was extended in 1955 the law provided he must consult the 
Tariff Commission, did it? 

Secretary Duties. That is correct. 

Senator Matone. Do you know how a peril point is often destroyed 
as far as an industry is concerned? Can it be done by a manipulation 
of a competitive nation’s money value in terms of the dollar or can 
it be done by inflation? 

Secretary Duties. No, I do not think so. 

Senator Matone. Well, how? 

Secretary Duties. The peril point is determined by the actual con- 
sequences of the goods coming into this country. 

Senator Matone. That is right, of course. 

Secretary Duties. And inflation abroad does not have any bearing 
on that of itself. 

Senator Matone. The cost. Now then, if you have not thought of 
this, maybe I might put an idea in your head. I am not very hopeful, 
but I want to mention it to you; that the chief competing country can 
determine their cost of manufacture by manipulation, that is, the paper 
cost of their manufacture by manipulation of the value of their money 
in terms of the dollar, can it not? 

Secretary Duties. Yes. 

Senator Matone. Then wouldn’t that have some bearing on what 
the peril point might be after that manipulation? 

Secretary Dues. If in fact the goods come in here under terms 
which carry serous injury, then the peril point is taken into account. 

What the cause of it is, it could be any 1 of 20 things. 

Senator Matone. Not the peril point. Once the peril point is set, 
that is what you use in negotiating the treaty. 

Secretary Duties. That is —_ 

Senator Martone. Now let’s get 

Secretary Duties. Because then you are talking now of escape 
clause. 

Senator Martone. No, I am not. 

I am asking you about the peril point, and I want your answer, if 
that could not be obviated by simply a manipulation of the value of 
that chief competing nation’s money in terms of the dollar, change 
their costs which would change the peril point, if you again ask the 
Tariff Commission to investigate. 

Secretary Duties. There are possibilities of evasion, and of course, 
that is the reason why we wanted to get the OTC to police these 
things, and we get much better results if we had an organization to 
police these things and stop the evasion you are talking about. 

Senator Matone. Let’s leave the OTC out = it until you answer 
my question. Could you answer it “yes’’ or ’ that if by manip- 
ulation of the value of a competitive nation’s money it can change 
the cost of its product? 
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Secretary Duuuss. Yes, it can. 

Senator Matone. All right, that is good, and I am going to get 
along a lot faster there—Mr. Weeks took up quite a little time by 
conversation, and I do not like to do it. Now I know you are talking 
about the escape clause so I will ask you about that. 

The escape clause can be invoked by the President if he wants to 
invoke it. 

Secretary Dutuszs. Yes, sir. 

Senator Matone. And if he thinks his foreign policy demands that 
he keep the trade agreement the way it is, he can do that, can’t he? 

Secretary Dutuzs. Yes, sir. 

Senator Matonr. Now then, what the President can do is to sacri- 
fice a part of any industry that ‘he may think is necessary to carry out 
and make effective his foreign policy, can he not? 

Secretary Duuuzs. Yes, sir. 

Senator Martone. You are improving right along. I appreciate it. 
We are going to make progress. 

Now I will ask you about the GATT. You have the rules and 
regulations of GATT. You corrected me yesterday and 1 stand 
corrected. 

However, there are so many rules and regulations of GATT, 
General Agreement on Tariffs and Trade. This does not have a 
date, apparently, but I notice your assistant there has one of them, 
so we will identify it for the record by the title “General Agr eement on 
Tariffs and Trade, Present Rules and Proposed Revisions.’ 

This is article XII. I will not read this at all unless it is necessary 
I will just ask you the flat question, and I know you will understand 
it, is it necessary for a foreign nation to keep its part of the trade 
agreement if they can show they are short of dollar balance payments? 

Secretary Duties. The answer is, of course, in the article, which 
says that they shall not maintain import restrictions or quotas— 
except to forestall the imminent threat of, or to stop, a serious decline in its mone- 
tary reserves. 

Senator Matone. I can read it and I have read it a hundred times, 
and so have you, no doubt. 

Secretary Duties. Yes. 

Senator Manone. But are they bound to keep it as long as they 
can show they are short of dollar balance payments? ‘Are they 
bound to keep the agreement they have signed, the trade agreement? 

Secretary Duties. They are bound to keep the agreement they 
have signed, yes, but the agreement itself has a provision allowing 
them to alter their position if necessary. 

Senator Matone. That is good enough, right there. 

Secretary Duturs. To stop a serious decline in their monetary 
reserves. 

Senator Manone. It does not say serious in here. What it says is 
that if they can show—that is not the language either. 

Secretary Duties. Pardon me, sir, the word “‘serious’’ is there. 

Senator Matong. Where is it? It is in the first one here? 

Secretary Duties. “To forestall the imminent threat of, or to stop 
a serious decline in its monetary reserves.” 
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Senator Matone. Let’s read some more of it. It is not in all these 
provisions: 

Notwithstanding the provisions of paragraph 1 of article XI, any contracting 
party—may restrict the quantity or value of merchandise permitted to be im- 
ported subject to the provisions of the following paragraphs of this Article. 
Paragraph 2. (a) No contracting party shall institute, maintain, or intensify 
import restrictions under this Article except to the extent necessary paragraph (i) 
to forestall the imminent threat of or to stop, a serious decline in its monetary 
reserves, or paragraph (ii) in the case of contracting party with very low monetary 
reserves, to achieve a reasonable rate of increase in its reserves. 

There is no “serious” in that one, and these are separate. 

Secretary Duties. That is correct. Subsection (1) has the word 
“serious’’ in it. 

Senator Martone. That is right. 

Secretary Duties. In terms of decline. 

Senator MaLone. But section 2 does not. 

Secretary Duties. If you are already down, then you can invoke 
this in order to get a reasonable rate of increase. 

Senator Matone. What you can do is to just do anything vou want 
to do to prevent keeping this agreement as long as they can show 
they have 

Senator ANDERSON. May I just ask that the committee be in order 
so the reporter can hear this? 

Senator Matonr. What this actually says here regardless of any 
detail is that they do not have to keep the agreement as long as their 
financial situation is not up to par, what they believe is necessary in 
meeting dollar balance payments in a gener al exchange of payments, 
They do not have to keep it; do they? 

Secretary Dutizs. It is hard to say that they do not have to keep 
their agreement when this is part of the agreement. 

Senator Matone. I stand corrected. You are a lawyer and I was 
an engineer for 30 years before I came to the Senate. My meaning is 
that they just do not have to keep the agreement if they can show 
that they are short of dollar balance or that they are not up to par 
in the trading and exchange payments. 

Secretary Duties. That is substantially correct. 

Senator Martone. That is enough. 

Let’s just go on to the next point and I will ask unanimous per- 
mission at this time, Mr. Chairman—no, I have already put it in the 
record, but I will refer to the record. 

Senator Matonr. Now, Mr. Chairman, we have two things. 
First, the act passed by the Congress in 1934 and extended 10 times 
for from 1 to 3 years. It has never been extended for more than 3 
and twice it was cut to 1 year. Second, the State Department in all 
of its testimony has referred to a committee called the Policy Com- 
mittee. How long has this Policy Committee been in effect under 
other administrations? 

Secretary Dutuxs. This particular Policy Committee with its 
present structure was set up, I think, about a year ago. 

There has been a comparable committee for sometime. The 
procedure was reversed, I think, about a year ago. 

Senator Matons. What was it before? 

Secretary Duties. The only committee that existed before that 
was the Interdepartmental Trade Agreements Committee, and it does 
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not have quite as high a level of representation as the President had 
come to believe to be desirable for policy review purposes. 

Senator Matone. In other words, we have been improving it since 

ou have been in office, since Mr. Eisenhower has taken office as 
ecstdant of the United States. 

But did they have some kind of a committee of this kind from the 
beginning in 1934? 

Secretary Duties. Yes, and I think it was set up from the initiation 
of the act. 

Senator Matoner. And in this Committee, made up of lesser indi- 
viduals—for reciprocity information, and the record will be corrected 
for the technical name—they hear industries’ testimony prior to 
opening negotiations in Geneva. 

Secretary DutuEs. Yes. 

Senator Martone. And this testimony may or may not be abided 
by but you do hear it? 

Secretary Duties. Yes, sir. 

Senator Matone. I was consulting engineer for the Senate Military 
Affairs Committee in World War II. I was sent into Dutch Harbor 
and later out to the South Seas with MacArthur. One thing that 
sticks in my mind and may have made me decide to run for the 
United States Senate. I was asked by a member of that committee 
when he was busy on the Senate floor or in the committee, to go down 
to the floor of this Reciprocity Committee and hold them in session 
if I could until he got there. He was interested in tungsten. It was 
Big Ed Johnson of Colorado. And when he got there, and they were 
kind enough to hold it in session, I backed away and Big Ed took 
over. That image of Big Ed standing there before a committee not 
composed of assistants to Cabinet officers, but of people nine-tenths 
of whom you wouldn’t hire in a Senator’s office, and Big Ed stood 
there with his hat in his hand, begging to let his industry survive for 
a few more months. There are certain things in your life that are 
etched in your memory, and that is one of them. And that is what 
industry has to do now, and is not very often listened to. Now we 
have established that the President can trade a part of all of any 
industry for a foreign policy if he so desires. 

We have established that these 36 foreign competitive nations 
sitting in Geneva, do not need to keep their agreements if they can 
show that their finances are in any way in danger. 

Mr. Secretary, are you familiar with the proposal that has been 
made by certain Cabinet officers, notably the Secretary of the Interior, 
to subsidize certain minerals by paying the difference between the 
world price and the domestic cost up to a certain proportion of the 
American market? 

Are you familiar with the proposal that has been made? 

Secretary Duties. I am not an expert on them, but I know in 
general that there are such proposals; yes. 

Senator Matons. I have a very high regard for Secretary Seaton, 
and I congratulated him when he came in with this subsidy proposal. 
I told him that I was for his program as an interim program until 
Congress could decide how it was going to handle its business, and 
the Constitution does say this is its business; does it not? 

Secretary Duss. Yes, sir. 
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Senator Matone. Because he was the first man ever to appear 
before the Interior and Insular Affairs Committee that had broken 
through that sound barrier at the White House and gotten them to 
admit that either a fixed price of subsidy above the world price to 
make the difference in the cost of production here and in the competi- 
tive nations, or a tariff to make that difference, was necessary. What 
it does is to deliberately divide the market with foreign nations by 
only subsidizing up to a certain percentage of the American market. 

You are familiar with the general plan; are you not? 

Secretary Dutuss. Yes. 

Senator Matone. Was it discussed in the Cabinet? 

Secretary Dutuss. Yes. 

Senator Matong. Then you know what I am talking about. Then 
you do believe that what we should do, the reason for the extension of 
this act is that the President then has the right to divide the American 
market with certain foreign nations in order to further the foreign 
policy which you mentioned awhile ago. 

Secretary Duties. He has the right to adopt policies which would 
permit the participation by foreign producers in our markets, yes. 

Senator Matone. To any percentage that he thought was necessary 
or advisable to round out his foreign policy. 

Secretary Dutues. I am not quite clear about your question. Is it 
that the President arrives at some formula which says that the 
foreigners can have a certain percentage of the market? 

Senator Matone. No, that is not it. I will ask it again because I 
want to be very fair with you and I know you do with me. 

You were a good witness when you were here before. You will 
remember you were here on the OTC and you were here on this 
Trade Agreements Act 3 years ago. I have no fault to find at all. 
We disagree but that is a right which we want to preserve in America. 

All I want to do is have the record show what you want to do, to 
which I know you do not object. 

That is right; is it not? 

Secretary Duties. That is correct. 

Senator Matonr. Because I quote some of the testimony, and I 
have people say, ‘“‘Well, he never said that.” 

I have my own people in Nevada. We have people west of the 
Mississippi River and we have other people on the Pacific coast whose 
interests seem to vary, which the framers of the Constitution knew 
about in advance, and which, of course, we hope always obtains. 

When we finally vote in the Senate and the House of Representa- 
tives and the President signs whatever we pass, that is the law, is it 
not? 

Secretary Duuurs. Yes. 

Senator Martone. That is the policy of the United States. 

Secretary Duties. That is correct. 

Senator Matone. I know at one time when everybody was saying 
what the policy of the United States was going to be, I think the 
President was saying what it was going to be ‘and several Congressmen 
and Senators were announcing what it was going to be, out in 1 Nevada 
they asked me, and I said, “T will tell you what it is going to be. It 
is going to be made by what Congress passes after it has had full 
debate and the President signs. That is what it is going to be.’”’ And 
that is it, isn’t it? That is the policy of the United States. 
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Secretary Duties. Whenever there is a law which the Congress 
passes and the President signs—— 

Senator Matone. That is it, isn’t it? 

Secretary Duties. It becomes to that extent the policy of the 
United States. 

Senator Matonr. Then the Constitution never said that the Con- 
gress should direct the President or the President should direct the 
Congress. It gave him a little authority so that he could veto it and 
cause us to vote again and maybe fail, but it never said he should come 
up here and force legislation through, did it? The Constitution does 
not say that. 

Secretary Dutuss. I do not think there is any such provision in the 
Constitution. 

Senator Matone. I do not think there is either, but there has been 
the greatest lobbying job and the greatest propaganda job on this bill 
in the histor y of the world so far as I know, and I think we have 
outdone Russia. 

Secretary Duties. Are you referring to the activities of industry? 

Senator Martone. I am referring to the activities of the administra- 
tion and the newspapers on the Atlantic coast. 

Secretary Duties. I thought you were referring to the activities 
of industry. 

Senator Matone. Industry has to enter into it. 

Secretary Duties. That is correct. 

Senator Matone. And they do. 

Secretary Duties. And it is entirely legitimate. 

Senator Matone. That is right. 

Secretary Dutuzs. I am not raising any question about it. 

Senator Matone. I am not, either. 

Secretary Duties. About people expressing their views on either 
side of this question. 

Senator Matong. Neither am I. 

Secretary Dutuxs. I got the impression from you that you thought 
you could only express views on one side. 

Senator Matone. Oh no. 

Secretary Duties. And that views on the other side were repre- 
hensible. 

Senator Matong. Mr. Secretary, you never did get that impression 
from me if you listened. 

Secretary Dutuzs. I did, sir. 

Senator Maton. What did I say? 

Secretary Duties. You said that there was being done an ex- 
treme—I forget your precise words. 

“Senator Matone. The greatest propaganda. 

Secretary DuLLEs. Lobbying propaganda job done and certainly 
the way in which you spoke of it indicated to me at least that you 
regarded that as something that was improper. 

Senator Mazon. I do not think it is improper for you to send your 
people down and for the White House to call every Congressman and 
Senator on a certain thing. 

No, I do not think that is improper. I think maybe it is going a 
little far afield. But these people up here, the industries register as 
lobbyists when they come in. 

Secretary Dues. If they are paid lobbyists; yes. 
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Senator Matone. That is right. 

Secretary Duties. But if people—— 

Senator Martone. Already on the payroll, I think that is all right. 

Secretary Duties. You would not want to say and I would not 
want to say, Senator, that nobody is entitled to express their views 
unless they are paid to do it, would you? 

Senator Mauong. Well, you are already paid to do it, and you are 
doing a very spved job. 

x Secretary Duties. I am not paid to do lobby work and I do pot 
Oo it. 

Senator Matone. There are plenty of people in your Department 
that do. Do you know about it? If you do not, I'll get 2 or 3 cases, 
but I do not think it is improper, I think you can send anybody down 
here to the Halls of Congress and you are doing it. 

Secretary Dutuszs. I am delighted that you feel that way. 

Senator Matone. Why of course, and you are doing it, aren’t 
you? So the fact that you do not come down, you might attract too 
much attention. 

Secretary Dutuszs. I am here, I am here. 

Senator Matone. No, no, I am talking about walking the Halls of 
Congress here. Peopledoit. You would attract too much attention. 
That is all right, but I do say that it is the greatest propaganda job 
when you have got Eric Johnston here with his great propaganda 
machine. I did offer a resolution that he register as a lobbyist and 
tell us where he was getting the money. 

Everybody else does it, and I think it would have been a good idea 
and we may yet get him before a committee if it keeps up. 

But let’s get back to this. What was the policy of the United States 
Government, the Congress of the United States, in foreign trade from 
the inception and adoption of the Constitution until 1934 in the fixing 
of tariffs that the Constitution called duties, and which in article I, 
section 8, fixes the constitutional responsibility of Congress to do the 
job? What was the policy of the country in regard to foreign trade 
until 1934? 

Secretary Duuuzs. Prior to 1934? 

Senator Martone. Until 1934. 

Secretary Dutuzs. Generally speaking, the tariffs were fixed by 
direct congressional action, not by limited delegation. 

Senator Martone. Well, on what policy? Was it fixed in order to 
bring in imports or fixed to equalize the difference in cost, generally 
speaking? hat was the objective? 

Secretary Dutuzs. I do not think you can give a single character- 
ization to 150 years or more. It altered throughout that period. 

Certainly during the early formative years when we were building 
up our industry, our tariff was very largely a protective tariff. 

Senator Matone. Well, were we still building up infant industries 
in 1930 when we passed the 1930 Tariff Act? I was not here when 
Congress passed a 1930 Tariff Act, but I have already put into the 
record the instructions that Congress gave its agent—the Tariff Ccm- 
mission is its agent, isn’t it? 

Secretary Duuuszs. It is its creature; yes. It has created it. 

Senator Matonz. Creature has a kind of a peculiar twang to it. 
I think that is about what they are now, they are creatures. I agree 
with you. But I would like to see it restored to something above a 
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creature. And if we do not extend this Trade Agreements Act, the 
regulation of the tariff, does revert to the creatures, doesn’t it? The 
adjustment of the tariffs for imports reverts to the body referred to 
as a creature. 

Secretary Duties. The Tariff Commission continues whether or 
not you renew the act. 

Senator Matonz. No, the Tariff Commission is just as helpless as a 
baby now. I think you will agree with that, under the 1934 Trade 
Agreements Act. 

Secretary Dutuzs. No, sir, I do not agree with that. 

Senator Matons. How can they do anything or have anything 
adopted? What assurance have they that they are going to have 
anything adopted that they recommend? 

Secretary Duties. Well, they have a very heavy responsibility in 
fixing the peril point and indeed a decisive voice in that respect. 

Never, as far as I know, has a finding of the Tariff Commission of a 
peril point been avoided. 

Senator Matong. But they have no authority to adjust that peril 
point when conditions change, do they? 

Secretary Duties. They then have authority if the escape clause 
is invoked to make their recommendations, which carry great weight. 
Senator Matong. And what happens to their recommendations? 

Secretary Duties. What happens to them? 

Senator Matong. Yes. 

Secretary DuLues. Sometimes they are followed, sometimes they 
are not. 

Senator Matone. Mostly not, isn’t it? You have a very smart 
fellow sitting there behind you 

Secretary Duties. I do not know exactly what the figures are. 
I am sure they are on the record here. I donotrecall. I think prob- 
ably in a majority of cases they have not been followed, but 

Senator Matone. I think you are right. That is good enough. 

Secretary Duties. I am not certain. I think it is fairly close. 

Senator Matong. No one really escapes except some semi-impor- 
tant industry, very important to the locality, but very small in the 
whole picture. That was outlined here yesterday, I think only a 
little over $100,000 worth of stuff was ever considered. You let the 
clothespins semiescape, as Mr. Flanders outlined. They did not 
escape but you opened a crack so they could see daylight. They are 
still going out of business. 

But my question was does, the Tariff Commission now have no 
absolute authority or no reason to suppose that what they recommend 
is going to be taken, and they cannot take action on their own to 
recommend a tariff like they could under the 1930 Tariff Act or 
previously? That is true, isn’t it? 

Secretary Dutixs. Yes. 

Senator Matone. ‘That is better. 

Now do you know what the Tariff Act of 1930 provides? 

Secretary Duttxs. 1930? 

Senator Matone. Yes. 

Secretary Dutixs. No. 

Senator Matone. I should think you your business you ought to 
know that, and I am going to recommend that you read the cross 
examination of Mr. Weeks. 
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I am not going into it all with you but I am going to tell you what 
it says, subject to the technical correction of the language, and that 
is that the Tariff Commission on their own motion, on invitation by 
Congress, the President, a producer or a consumer may consider any 
product at any time, and determine if the existing tariff makes up that 
difference in the cost of production here and in the chief competing 
country, not high or low cost in either case, but a reasonable cost, of 
producing an article here and that article or a like article in the chief 
competing foreign nation—that is what it says. 

I want you to listen. Just tell me when you want to slack up a 
little bit. The Tariff Commission recommends that difference to be 
the tariff and that is the tariff. No one but Congress can veto it. 
That was the law and it was a flexible act so that the next day or the 
next month or 6 months or 6 years with the manipulation of money of 
a foreign nation or in any way manipulated to evade that duty, then 
they could take it up again. 

Did you know that? 

Secretary Duties. I am not personally familiar with the act of 
1930, but I do not in any way question your statement. 

Senator Matone. That is what it provides. Now then, under that 
act any American, he may be just getting out of school, maybe he had 
been in a business he didn’t like or he saved a little money and had 
ambition, if he could find any place in America where he could compete 
with other Americans on any product, subject to the Tariff Commis- 
sions actions, that had been produced commercially, or whether it had 
or not, if he could borrow enough money or sell enough stock or get 
enough friends to put in money and either establish a manufacturing 
plant, a processing plant, a mine, or anything, if his judgment was 
good and he could compete with other Americans, then he was in 
business. Now under the 1934 act he has to know what the President 
is likely to do, what Geneva might do, and he cannot be safe unless 
he can compete with any nation in the world, regardless of their 
wages or conditions. He could not be safe in putting his money in 
that business, could he? 

Secretary Duturs. Well, I think he can be safe, and the fact is 
that since the 1934 act has passed, millions and millions of Americans 
have put billions and billions of dollars into new industries that have 
been safe and our country and our economy is infinitely stronger than 
it was in 1930. 

Senator Matone. I will go with you up to that last statement. I 
think you are riding on a war economy and you are in the shakiest 
position this country has been in since the Constitution of the United 
States was written. But that is a matter of your opinion and my 
opinion. But the other part of it, most of the money now, $50 billion 

of private capital, has gone abroad to the cheap labor nations; you 
know that, don’t you, to build American plants with the best ma- 
chinery in the world. And we would want them of course to do that 
and I do not blame these people. I blame a Congress that makes this 
profitable to compete with the people who are now going out of busi- 
ness in America. 

And you do know many of them are going out of business, don’t you? 

Secretary Duties. Many are going out of business, many are 
coming into business. 

Senator Matone. That is right. 
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You are now subsidizing with the $70 billion that you have induced 
the people to pay in tax money to these nations to buy our goods. 
We are overproducing many goods in this country and they are buying 
the goods with that $70 billion and building plants over there to com- 
pete with us under this virtually free trade policy that we have. 

Congress took it. I do not blame you. I do not blame the in- 
vestors. I blame the Congress, because what they do not vote for 
you cannot do. That is right, isn’t it? 

Secretary Duties. That is right. 

Senator Matone. You understand what Mr. Benson is up against, 
don’t you? He is your confrere and I like him very much and I like 
his policy. He is trying to get down out of this tree, doing the best 
he can. But his problem is what? It is to sell the goods that he 
buys at a high price or a stabilized price or a price established by 
Congress to foreign nations at a world price, isn’t that his problem? 

Secretary Duties. Yes. 

Senator Matons. Well, then, who puts up the money in between? 
And I am not complaining about this because at least this subsidy 
stays in America. The taxpayers put it up. 

Secretary Duties. That is appropriated to the Commodity Credit 
Corporation. 

Senator Matone. But the taxpayers put up the money. 

Secretary Dutuus. That is right. 

Senator Matoneg. It does not make any difference which one of you 
spends it, does it? 

Secretary Duties. Excuse, me, it does not what? 

Senator Matoneg. It does not make any difference what Cabinet 
officer spends it. It still comes from the taxpayers, doesn’t it? 

Secretary Duties. The money goes back to the farmers and they 
spend it. 

Senator Matone. Yes: but what becomes of the money that all the 
taxpayers put up and that is lost when you sell it at the world price? 

Secretary Duties. The money the taxpayers put up, Senator, goes 
back to the farmers. 

Senator Matoner. That is right; and I do not object to that. I 
voted for Mr. Benson I think because he has been doing the best he 
can. But that does stay in the United States. 

Where does the $70 billion go? Where did it go? 

Secretary Duties. What $70 billion? 

Senator Matone. Since World War II that we appropriated 
directly. I think it is $3% billion this year. 

Secretary Duties. That money has been used primarily to buy 
goods in the United States which are exported abroad. 

Senator Matonz. Don’t tell me where it has been spent because I 
know, and I am not going into that today because we haven’t the 
time. But who paid it, and where did it go? It went to the foreign 
countries to do something with, didn’t it? 

Secretary Duties. To buy goods in the United States. 

_ Senator Martone. Well, my friend, I can show that you are wrong 
in about 75 percent of the cases, but here is what I want to say to you. 
They also built plants with this money over there, didn’t they? 

Secretary Duss. Yes, sir. 

Senator Matone. To build plants for manufacturing and mines to 
compete with us, didn’t they? 
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I know what your propaganda is. That is all over the Nation, but 
they buy goods here. 

Secretary Dutuzs. I do not know whether it is propaganda or not, 
Senator. 

Senator Matong. Well, I do. 

Secretary Duties. But the fact is this. That history has demon- 
strated consistently that when you raise the level of living of other 
countries, you create an increased market for American goods. You 
take Canada. Canada used to be a purely rural agricultural country. 
It has now been largely industrialized with help of American capital. 
You can say in a sense it competes, but also it creates the biggest 
market we have ever had in Canada. 

There has been an enormous increase of American welfare through 
that development of Canada. 

Senator Matonn. Do they have tariffs or are they proposing now 
or are they protecting their industries with a tariff in various ways? 

Secretary Duturs. They have tariffs like we have. 

Senator Matonsz. No; they do not have tariffs like we have, and 
you know that, too. 

Secretary Dutixs. We both have tariffs. I do not know how they 
compare. 

Senator Matong. But we do not have tariffs that keep anything on 
an equal basis and they do. And they also, most of these nations 
you are talking about, have import permits, exchange permits, and 
manipulation of their money—and Canada’s money is now worth 
more than ours, because of some of these foolish policies that we have. 
But the other nations manipulate their money in terms of the dollar 
for trade advantages. You do know that; do you not? 

Secretary Dutuxzs. I know that our exports have been steadily 
rising to new highs and that we now export nearly $20 billion a year, 
so that these things you talk about, while certainly they do have an 
inhibiting effect in some respects, overall by and large there has been 
a steady increase of American exports to the great advantage of the 
American economy and to industry and labor. 

Senator Matonsz. What you are allowed to do under this act, is to 
decide if you want to protect an industry you can, we have established 
that if you want to trade an industry, you can, so you can to a large 
extent remake the industrial map of the United States, can’t you? 

I am talking now about the administration under this act. 

Secretary Dutuxzs. I pointed out, Senator, in my opening statement 
that almost everything that Government does, whether it is our 
defense program or anything else, has a competitive impact on the 
American economy. 

Senator Matone. But isn’t this the first time that we have ever 

iven the Executive the right to trade an industry to further the 
—— policy? Under this act, isn’t it the first time it has ever been 
one? 

Secretary Duuuzs. Yes. 

Senator Matonr. Good. Now I am going to ask you—and I am 
not going into this any further—to refer to a table that I put into 
the record while cross-examining Secretary Weeks. It contains all 
the information I have been able to get from all of your departments, 
and you seem a little bit reluctant to give out much information. I 
hope you can improve that. I am sure you can. It shows that if 
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you deduct the amount of money we give these nations and deduct 
the amount of the subsidies as you subsidize the wheat you sell 
Cuba—every hundred pounds of wheat you sent there cost the tax- 
payers $1.35 2 years ago. I do not know the cost now, but it has 
not been reduced much, because we pay support price for the sugar 
we import from them and they pay the world price for the wheat 
we export to them—if you deduct all of these subsidies and things 
that could come under the head of ‘“‘subsidies’”’ and deduct the money 
you give them, you are exporting today no greater a percentage of your 
exportable goods than you were in any year prior to 1929. Would you 
like to go into that with me as we go along after this is all settled, of 
course, and see if we couldn’t arrive at a proper figure? I know what 
the propaganda is all about, and I also know that you are saying that 
there are 4% million men employed who are all going to lose their jobs 
tomorrow if we do not pass this, which of course is poppycock, too, 
because there are 6 million partially unemployed people on the street 
by virtue of this act of yours, and there will be 10 million on the street 
by next spring. 

I want you to remember I said that. 

Secretary Dutuizs. I will remember you said it, Senator, but I 
respectfully reserve the right totally to disagree with that. 

Senator Matoner. Of course you do. 

Secretary Duties. The people who you talk about on the streets 
because of imports. 

Senator Matong. I think they are. 

Secretary Duuuss. I think I can demonstrate to the contrary. 

Senator Matone. All right, go ahead. 

Secretary Dutuges. The Secretary of Labor has estimated that of 
this number of 6 million you talk about—l haven’t got available, I’m 
sorry, here at the moment, the figure, but I have the very distinct 
impression that of the unemployment today, only a very small per- 
centage, less than 10 percent, can possibly be attributed to imports. 

Senator Matons. Well, let me just give you an idea or two. You 
have here these estimates. They are all estimates. Unless I could 
get the information that I have asked your Department for and asked 
the Department of Commerce for and asked—what do you call this 
organization that gives the money away now down here that is under 
you? What is it called, the $3% billion that they are going to give 
away next year? 

Secretary Duties. We have no organization to give away $3% 
billion. 

Senator Matonr. What are you going to do with that $3% billion 
We just gave you? 

Secretary Duties. Well, a good deal of it we are going to use to 
give some of our allies military equipment with, some of it we are 
going to loan, and I do not consider that loans are giveaways. 

You perhaps do. 

Senator Matone. Do you ever get any back? 

Secretary Duties. Yes, sir. 

Senator Martone. Do you get it back under this organization? 

What is the name of it, if you don’t mind putting it in the record? 

Secretary Duties. Are you talking about the ICA, the Inter- 
national Cooperation Administration? 
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Senator Matone. Yes. It started out as the Marshall plan, didn’t 
it? 

Secretary Duutues. I think you can call it that, yes. 

Senator Matone. Well, that is pretty good because Mr. Marshall, 
not knowing, I believe, that there was any such paragraph in the 
Harvard speech, just read it without changing expression, but the 
Government in London took it on the first bounce and in 30 days— 
that was my second year in the Senate—told us just what it was going 
to cost us. And that is what it did cost us, too. 

There was a little argument. It is like Mr. Macmillan coming over 
here at a very opportune time to increase the economic interdepend- 
ence and it is fine propaganda. He is a very fine man. I met him 
in England in 1947. He is much smarter than most of us as Mr. 
Churchill was—they win. They had a colonial system for 300 years. 

I am doing to say for the record, we are a greater economic colonial 
today than we were in 1776, when we declared our independence. 

What we need more than anything on earth is another Declaration 
of Independence. 

Anyhow it is the ECA. It has changed its name 3 or 4 times to 
kind of keep out of the line of fire of people. 

Secretary Duties. ICA? 

Senator Matong. ICA. International Cooperation Administra- 
tion. I guess we do most of the cooperating; don’t we? 

Secretary Duties. No. 

Senator Matone. Do you know of any other nation who is putting 
up money for us or any of these other nations besides Russia? 

Secretary Duties. | know of plenty of other nations that are 
putting up money for our common program of defense against the 
Soviet Union; most of this, as you know, Senator, goes to building up 
military establishments in the areas around the Sino-Soviet bloc. 
We have a common program and to that program they contribute 
very, very largely. 

Senator Matone. Well, how much did they contribute in Korea— 
all these allies that we have? 

Secretary Duties. Well 

Senator Matone. All we learn from history is we do not learn 
anything from history. I understand that. But you might go into 
that if you want to. 

Secretary Duties. They contributed very substantially. 

Senator Matone. In what way? 

Encouragement behind the lines? 

Secretary Dutixzs. No; fighting and dying. 

Senator Matonz. Who contributed in a large way? 

Secretary Duties. The British Commonwealth had very important 
forces over there. 

Senator Matonrz. How many soldiers did they have over there? 
How many? I wish you would just get the record with all the forces 
that were there and enter them into the record here, since we have 
gotten to this business of cooperation. You will find there were very 
few comparatively. 

You will find most of the nations did not help at all and you will 
find that what we did was lose a war and murder those kids out there, 
that is what we did. You would not let them win, you would not 
let them lose, and if anybody else ever goes into one of those little 
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wars and does it that way they should be impeached and I think 


they will be. 


Will you furnish that record as to the money and the troops? 
Secretary Duuuxzs. Certainly. 
Senator Matons. And troops put up by each of your allies? 
Secretary Duuuzs. Certainly. 

(The information is as follows:) 


APPENDIX 1.—CONTRIBUTIONS TO KOREAN ACTIVITIES 


Summaries of military and relief assistance for Korea as of January 16, 1952 

















Country Date Details of offer 
GROUND FORCES 
NR ticnccasenas| Ss By BOP eacnen | Ground forces from Australian infantry 
| | force in Japan. 
Additional battalion of Australian 
| troops. 
IR i cccactadeienin Sept. 13, 1950...... Infemtry hettaliots.....<nccnnccocncnnoo+ 
May 3, 1951......- RED TTA 
ee Pg | ER ie ee eee 
a ciacseteatsloni Aug. 14, 1950...... Brigade group, including 3 infantry 
battalions, 1 field regiment of artil- 
lery, 1 squadron of self-propelled 
antitank guns, together with engi- | 
| neer, signal, medical, ordnance, and 
| Other services with appropriate 
| reinforcements. } 
Nc inmedgmncie |} July 3, 1950........ 3 infantry divisions................-.-- 
Colombia...........-.} Nov. 14, 1950......| 1 infantry battalion... ..........--.-- 
ee ee......<.-..- FURS Te, Se ncax cad! CO hte s,s ccesan niece | 
Rs nncaanannnna} SOY Ot SOR kine I infantry company. .............. -| 
EI Salvador .| Aug. 15, 1950......| Volunteers - - : vs 
OO ee Nov. 2, 1950......-| 1,069 officers and men_.-............-- 
EC ciniarccacheducel REG Ee Deboncos Ee PE, « sneneanes annenns 
a Sept. 1, 1950_...... We OF ee PO, 5... ececennsees 
July 2, 1951....._..| Additional unit of land forces---- ...-- 
Luxembourg. --- ---- .| Mar. 15, 1951__....| Infantry company integrated into the 
| Belgian forces. 
Netherlands ..---| Sept. 8, 1950 1 infantry battalion.................- 
New Zealand__-..__- | July 26, 1950 | 1 combat unit el aaa ae 
Panama. - - ---- _....| Aug. 3, 1950-- | Contingent of volunteers and bases for 
training. 
Philippines -________-- Aug. 10, 1950._.._._._| Regimental combat team consisting of 
| approximately 5,000 officers and 
men. 
Thailand. ___.........| July 23, 1950._._....| Infantry combat team of about 4,000 
| officers and men. 
a ef}. Re Infantry combat force of 4,500 men, 


United Kingdom... --. 


United States_...._._. 


NAVAL FORCES 


a ic nc is ip 
Netherlands. .__..___- 
New Zealand. _____- a 


Thailand 





Aug. 21, 1950 

Official informa- 
tion communi- 
cated on June 
12, 1951. 

Official informa- 
tion communi- 
cated on June 
8, 1951. 


July 28, 1950. _ - 
July 29, 1950_- 

July 12, 1950. _ - 
Oct. 16, 1950... _.- 





July 19, 1950. -....| 
July 5, 1950. - _-- 
July 1, 1950. -.--- 


Oct. 3, 1950.......- 
June 28, 1950. ..... 


Official informa- | 
tion communi- | 
eated on June 
12, 1951. 





1 Destroyed on grounding. 


| Ground forces 


later increased to 6,086 men. 


2 brigades composed of brigade head- 
quarters, 5infantry battalions, 1 field 
regiment, 1 armoured regiment. 


3 Army corps and 1 Marine division 
with supporting elements. 





II a vieriicctinechccsanannden 

1 aircraft carrier and 1 frigate_......_-- 

BOR Rictititmihekcntismacmbceemnsneiedion 

1 frigate, Almirante Padilla (replaced 
by Capitan Tono). 

ANGE I oe nce cms | 

1 destroyer, Evertsen._......-...------ | 

2 frigates, H. M. N. Z. Tutira and 
H. M. N. Z. Pukaki. 

2 corvettes, Prasaland Bangpakong '_- 

Naval forces in Japanese waters idi- 
verted to Korea. 

1 aircraft carrier, 2 cruisers, 8 destroy- 
ers, 1 survey ship. 


Status 


In action. 
Do. 


Do. 
Do. 


Acceptance deferred. 


In action. 


Acceptance deferred, 


In action. 
Acceptance deferred, 
Accepted. 


--| Acceptance deferred. 


In action. 
Do. 


Do. 
Transmitted to Uni- 


fied Command. 
In action. 


Do. 
Do. 


Acceptance deferred. 


In action. 


Do. 
Do. 


Do. 
Do. 


Do. 


Do. 
Do. 
Do. 
Do. 


Withdrawn, 
In action. 
Do. 


Do. 
Do. 


Do. 
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APPENDIX 1. CoNTRIBUTIONS TO KoREAN ActTIVITIES—Continued 


Summaries of military and relief assistance for Korea as of January 15, 1952—Con. 


Country | Date Details of offer Status 


NAVAL FORCES—Con. 














United States_........| Official informa- | A fast carrier task group with a block- | In action. 
| tion communi- ade and escort force, an amphibious 
cated on June 8, foree, reconnaissance and antisub- 
1951. | marine warfare units. 
AIR FORCES | 
Mees = os soe June 30, 1950. ...-.- | 1 R, A. A. F. fighter squadron, 1 air Do. 
communication unit, base and main- 
tenance personnel. 
Geebe ooo cnnce cs July 21, 1060... ....| 1. R. O. A. F. squadron. -__............ Do. 
Union of South Africa_} Aug. 4, 1950_....--. 1 fighter squadron, including ground Do. 
yersonnel. 
United Kingdom - -..- Official _informa- wheneets of the air force. ._.........,- Do. 
tion communi- 
cated on June 12, 
1951. 
United States........- Official informa- | 1 tactical air force, 1 bombardment | Do. 
tion communi- command, 1 combat cargo command, | 
— on June 8, all with supporting elements. 
1951. 
MATERIAL 
Philippines---.......- Aug. 3, 1050. ...... 17 Sherman tanks and 1 tank de- Do. 
stroyer. 
TRANSPORT 
TINO, cncemcrednn Sept. 28, 1950....._| Air transport_...- sated Do. 
| __naeAatesea Aug. 11, 1950__.--- Facilities of Canadian Pacific airlines Do. 
between Vancouver and Tokyo. 
Dry cargo vessels (10,000 tons) _....-.-- Do. 
SRS TERR ee Re 20 C-47’s__- _..------------| Acceptance deferred. 
TRORMIGER. oconccennnes July 22, 1950_.-....| Motor ship Bella Dan___-------- ros Do. 
GRIOR...connccentacaen July 20, 1950 and | 8 Dakota transport planes..........--- In action. 
Oct. 13, 1950. 
OG on nttincincmntiion July 18, 1950_.....- Merchant ship tonnage__..........---- Do. 
PE ccnwckecivetene Aug. 3, 1950......- Use of merchant marine for transporta- Do. 
tion of troops and supplies. 
Sass ontncecncaen Oct. 3, 1950......_..| Transport Sichang to be attached to Do. 
Thai troops. 
i a A a a Do. 
United Kingdom--... Official informa- | 7 supply vessels.....-.....---..------- Do. 
tion communi- 
cated on June 
12, 1951. 
SN Ns cntin a dunio ndennwne (The Unified Command has arranged 
for transport of United States troops 
and material, as well as for the 
transport of some of the forces and 
material listed in the present sum- 
mary.) 
MEDICAL 
NN nis ewe canae Aug. 18, 1950__....| Hospital ship Jutlandia_-.....-..------ Do. 
| a ee July 29, 1950_.....- Field ambulance unit. -.....-......-.-.- Do. 
ae th eee Rt acswe tote Sept. 27, 1950....-- pp eee Do. 
SS SE eee Mar. 6, 1951..----- Surgical hospital unit..........-...--- Do. 
OS a ae July 20, 1950.....-- eed Weereems UNIS. cn en cnns Do. 
United Kingdom --.-.-- Official informa- PGs clakinmencscepuemeence Do. 
tion communi- 
cated on June 
12, 1951. 
NE IIS Dltnindcdn nace <ccccascs ...-| (No details available. The Unified 
Command has, however, provided | 
full medical facilities not only for 
United States troops but also for the 
troops of participating govern- 
| ments.) 
MISCELLANEOUS | 
Costa Rica..........-. July 27, 1950._-..-- | enews Accepted. 
RMD e 2c ch psgccoss Aug. 3, 1950......- wi 8 ER a ee Acceptance deferred. 
| Free use of highways..-........-....... Accepted. 
| Farm lands to supply troops- ---- .----| Pending. 
Thailand... ........... Feb. 2, 1961. ...--- | Treatment for frostbite.......--------- Do. 
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Summary of assistance for Koreawemergency relief program as of January 16, 1952 


(Except where noted, this list does not contain offers to UNKRA through the Negotiating Committee on 
Contributions to Programs of Relief and Rehabilitation) 





Date of offer | 





Details of offer 


Value! 





Country 
Argentina.......- Aug. 8, 1951...-- 
Australia_.......- Nov. 28, 1950-.---| 
Dec. 14, 1950. ._- 
Jan, 8, 1951....-- 
Jan, 31, 1951_..-- 
June 25, 1951. .-- 
Anstrigg oc. occ Noy, 8, 1951..... 
Belgium __......- Nov. 7, 1950....- 
Bregihsisoscsveun Sept, 22, 1950.._. 
DusMAss ci ssssis Feb. 1, 1951. -..-- 
Cambodia........| May 11, 1951-..-- 
June 14, 1951..-- 
Canada. ......... Apr. 19, 1951. ..- 
Nov. 14, 1951_..- 
Chile ci ci daaskx Nov. 14, 1951_.-- 
ObiMs.......dausuns Oct. 4, 1950...... 
July 17, 1951....- 
Colombia. ...-...- Mar. 3, 1951... -- 


Mar. 19, 1951-..-.- 
Mar. 3, 1951. 


CDR tien kccnbbdae Oct. 2, 1950_....-. 
Denmark.......- July 5, 1950...... 
Sept. 26, 1950_... 
Ecuador. .......- Oct. 13, 1950...--. 
Ethiopia- Aug. 5, 1950. 
PEM Riceted tana Oct. 9, 1950__..- 
Dec. 29, 1950... 
TRG oa ccann wad Oct. 20, 1950_._-- 
Nov 30, 1950__... 
Dec. 27, 1950. .-.. 
Icels Seoarevanse Sept. 14, 1950__-_- 
India... es is Sl ee 
Oct. 11, 1950__.-- 
Aug. 9, 1951. __-- 
eee Aug. 22, 1950... 
Feb. 19, 1951_--- 
POONER: ci connisnes Apr. 27, 1951.... 
Lebanon........- July 26, 1950_...- 
BADE ncn ceneces July 17, 1950_.... 
Feb. 23, 1951... 
MENG cccneuciin Sept. 30, 1950... 


Oct. 6, 1950_..... 
Nov. 20, 1950-... 


Novy. 21, 1950.... 


Status 


Corned meats, 13,950 cases 3____- $500, 000 000 | Under shipment. 


Penicillin, erystalline_.........-.- 
Distilled water...........--...--} 
Laundry soap, 116,000 Ibs_.....- 
Procaine penicillin ..........-..- 


Barley, 2,000 long tons__-._----- 

Services of 3 medical and welfare 
personnel (offered by Save the 
Children Fund). 

Lumber 2 

Sugar, 300 toma@:....iaseco-+--...- 

Cruzeiros 50,000,000__........--- | 

Rice, 400 tons 3.................- | 


Salted fish, 1,400 kilos.........-- 

ey ae eee eee 

Used clothing and shoes, 12 tons 
(donated by United Church 
of Canada). 

Used clothing, 331 bales (do- 
nated by United Church of 
Canada). 

Nitrates, 5,000 tons 2__.-......-- 


Coal, 9,900 tons; rice, 1,000 tons; 
salt, 3,000 tons; DDT, 20 tons. 





Medical supplies........-..-...- 


Clothing (donated by commer- 
cial firms). 

Clothing (donated by commer- 
cial firms). 

Clothing, 800 kilos (collected by 
Red Cross). 

Sugar, 2,000 tons. .-......----- : 


Alcohol, 10,000 gallons...-.-.------}-- 
Blood plasma-.--.---..----- nae 
Medical supplies.-........--.. ‘ 
OF, a ee 
Rice, 500 tons--..-..-...-.-- shnat 


£14,286 sterling... 


Medical supplies--.-.-- co i} 


Soap, 113 toms.---- ; 
Notebooks and pencisl, 5,000 | 
each. 
Medical supplies Rice 
Cod liver oil, 125 toms....-.--..-- 
Jute bags, 400,000_..........-..-- 
Medical supplies... 
Medical supplies; 8 items (do- 
nated by Indian Red cee). 
Medical supplies-- SiTb0nsdes 


Citrus products 2__...-..-- a 

Preserved foods, 300 cases (do- 
nated by Japan Canned and 
_ Bottled Foods maaan). 


N atural | rubber, 22, 400 Ibs______- | 


Natural rubber, 15,000 Ibs.?__..__ | 

Pulses and rice, 2,657 metric 
tons; medical supplies.’ 

Dried peas, 492 metric tons_...-.- 

Milk powder, 150 tons_........_- | 

SGD, 200 COUR socedk snide dispne<ns- 

Used clothing, 5 tons (donated 
by Council of Organizations 
for Relief Services Overseas). 





See footnotes at end of table, p. 193. 





65, 355 | Do. 
30, 897 Do. 
7, 792 Do. 
105, 345 | Arrived in Korean 
| theater. 
169, 200 


268, 962 
142, 964 
95, 047 


40, 000 | 


75, 400 


30, 855 
1, 320 


83, 740 
45, 400 
168, 095 
3, 384 
2, 110 


63, 000 
33, 600 


50, 000 
10, 000 


15, 000 
348, 000 


55, 536 
50, 000 


| 


| 
} 





Do. 
Aecepted by Unified 
Command. 


Acceptance pending. 
Under shipment. 
Pending legislation. 
Arrived in Korean 
theater. 
Do. 


Do. 
Under shipment, 
Do. 


Accepted by Unified 
Command. 
Shipped direct to 
Korea by Govern- 
ment of China. 
Accepted by Unified 
Command. 
Do. 


Do. 
Under shipment. 


Arrived in Korean 
theater. 
Under shipment. 
Pending. 
Arrived in Korean 
theater. 
Do. 


Do. 

Deposited and ex- 
pended on medical 
supplies now en- 
route to Korea. 


| {evens in Korean 


theater. 


Do. 


Under shipment. 
= 
Arrived in Korean 
theater. 
Under shipment. 


| Arrived in Korean 


theater. 


Deposited. 
Arrived in Korean 
theater. 
Do. 
Do. 


Do. 
Do. 
Do, 
Do. 
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Summary of assistance for Korean emergency reli€f program as of January 15, 1952— 











Continued 
Country Date of offer Details of offer Value ! Status 

New Zealand....| Mar. 14, 1951....| Vitamin capsules, 9,880,000. .....|............ Under shipment. 

Mar. 16, 1951... Umea oan ung, , 5 tons (donated |......._...- Do. 

Oct. 15, 1951-.._- Clothing. 136 13 cubic tons (donated |...........- Accepted by Unified 

by CORSO). Command. 

Oct. 24, 1951._... Clothing, pith tons (donated by |.......-.--- Acceptance pending. 

Nicaragua.......-| Nov. 16, 1950.... Rice, a ee Declined unless can 

Dec. 16, 1950. ... iin, 100 tons, and alcohol, 5,000 |}-..--.----- at United —— 

. port, 

Norway.....---.- Dec, 29, 1950....| Clothing, 126 tons (collected by | ........... Arrived in Korean 

Europahjelpen). theater. 

Feb. 13, 1961....| Medical supplies................/..-.----.-.- Under shipment. 

Pakistan__......- Aug. 29, 1950....| Wheat, 5,000 tons............... $379, 850 | Arrived in Korean 
theater. 

ee ee DeOe ym, 200B......} SION st ol ck. ncn nn cece 10,000 | D ited. 

ene i Se ieee, 21, 1950____ ——_ Peruvian soles--.--_.--.- 65, 000 Seaiien legislation. 

Philippines. _- July 7, 1950...... Soap, 50,000 cakes............... 5,500 | Under shipment. 

Sept. 7, 1950..... EN 265 Pi ch eakeie tans soe 50, 050 Arrived in Korean 
theater. 

Sept. 8, 1950_---- Rice, 10,000 metric tons_-- ~~~... 2, 260,000 | 8,850 tons shipped, 
balance awaiting 
shipment. 

Sept. 8, 1950....__| Fresh blood, 518 units__....-...- 19, 475 — in Korean 

P 

Nov, 29, 1950....| Fresh blood, 500 units...........|..-........- Declined. 

Ta MBS el Sept. 20, 1950....} Rice, 40,000 metric tons_-_-._-__- 4, 368, 000 Arrived in Korean 

eater. 

Turkey... ..-.-.-. Aug. 19, 1950....| Vaccines and serums............|.........-.- Declined owing to 
difficulties of 
transportation. 

Jan. 10, 1951.....| Knitting wool and needles (do- 898 | Arrived in Korean 

nated by Red Crescent). theater, 

United Kingdom.| Oct. 19, 1950_...- tk aa 139, 149 Do. 

Oct. 20, 1950__._. NR nit bubadietchcdienn ane. 48, 791 Do. 
Dec. 22, 1950....| Food yeast, 50 toms_...-...-- 25, 166 Do. 
Mar, 29, 1951....| Clothing and a ya ereeens Do. 

(donated by Y. Ww: C. A. 

Hong Kong). 

June 19, 1951_...| Supplies to value of £400,000, | 1,120,000 | Supplies to be 

including: made available at 
request of Uni- 
fied Command. 

bn 2,000 piculs per |.....-.-.--- Under shipment. 
month. 
United States....| Official valua- Foodstuffs (wheat, barley, | 61,182,625 | (4). 


tion received 
on Dec. 6, 
1951, 


477,024 m. t. rice, etc.). 


Medical and sanitary supplies...) 11, 488, 452 
Geap, 6,400 m1. b......-cencoccne 2, 084, 
Coal, 328,500 m. t._...- c 
Petroleum products, 164,098 m. t- 4, 401, 656 
Transportation equipment, 10,469 


Oe RE ie PEP 6, 049, 036 
Communication equipment, 
13,757 m. t..... oe 3, 729, 334 
Clothing, shoes, textiles, 25, 484 
dad ivduiivewtedink viieghews 36, 941, 778 
aakadiad su pplies and equip- 
MOM. cc cdtowceccd 734 m. t..| 15, 175, 370 
Industrial repair equipment and 
supplies, and other equipment 
860 m. t_. 493, 294 
Miscellaneous manufactured 
end products (tents, etc.) _....- 1, 328, 677 
Miscellaneous raw materials and 
products__.......-. 73,316 m. t..| 17, 424, 206 
Storage and laboratory costs. --.- 305, 500 
Transportation costs of certain 
contributions from other 
; COI kn cécnecsiinmtinenp arc 1, 368, 122 
say me A by Nov. 16, 1950_... eed clothing.......-. 103,000 * } 104,000 | Under shipment. 
Friends Jan. 23, 1951... .- Used oes hoeacaoesieae 10 tons_- 20, 000 Do. 
Service pe Rae 11,000 Ib_- 10, 000 Do. 
Commit Mar. 12, 1951__..}....- ~ ie etme hinaelaiaonn haan 7,500 Ib... 7, 500 ass in Korean 
tee.) May 28, 1951_..-}..---. WN ct eid 24,233 Ib... 24, 233 theater. 
July 23, 1061...../.-.... icici aaiedaiaeell 67,500 Ib. 67,500 | Under shipment. 
AUE, TE, Bee <ccolunes. ndnaxcimsandeiel 32,500 Ib. 32, 500 Do. 
Es Bik BO ited nec cnnineciteenonse 60,860 Ib_. 60, 860 Do. 
| RE 3,700 Ib_- 370 Do. 


See footnotes at end of table, p. 193. 
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Summary of assistance for Kerean emergency relief program as of January 15, 1952— 

















Continued 
Country Date of offer Details of offer Value! Status 
United States— 
Continued. 
(Donated by | June 13, 1951_...| Clothing and shoes__500, 000 Ib... $480,000 | Under shipment. 
American Od. 2, 19G1.....).<00. gts ccnnsienticiii , 000, 000 Ib..| 1, 000, 000 Do. 
f Relief for 
¢ Korea.) 
i (Donated by | Aug. 10, 1951....} Used clothing.....-... .69, 426 Ib. 69,426 | Arrived in Korean 
anonymous theater. 
United Canned milk and food_._500 Ib-_- 250 Do. 
States ) Dec. 3, 1951_....- ititamedesun 32, 256 Ib_. 32,256 | Under shipment. 
sources, 
(Donated by | Sept. 21, 1950_...| Food and clothing packages__-_- 100, 000 | Arrived in Korean 
by CARE, theater. 
Inc.) Nov, 20, 1950....) Blankets and textile packages --_- 202, 264 Oo. 
Apr. 10, 1951... Food packages fsa iweioese 100,000 | Available in Japan, 
PRT TREE oo och oo iiicantiteendaniiutits 100, 000 vader r eapanem. 
Hinson a ene 28, 000 
July 25, 1951..... Food packages. ..............-.- 110, 000 De. 
Aug. 18, 1951....| Material, soap, food............. 1, 565 Do, 
Aug. 22, 1951....| Food packages. ..............-.- 100, 000 Do. 
Oct. 19, 1951..._- Knitting wool packages, 2,500_-__ 25, 000 Do. 
Dec, 3, 1951..... Clothing and blanket packages... 85, 000 Do. 
Food packages i 5 hamcnAisaiaibeaiaad 100, 000 Do. 
Jan. 9, 1952____.. re 38, 800 | Acceptance pontine. ; 
(Donated by | Sept. 25, 1950....| Used crethans and miscellaneous 104, 958 | Arrived in 
Church supplies. theater, 
World._...- Nov. 6, 1950__.-- Vitamin tablets, 1, fee, ae 5, 500 Do. 
Service.) Used clothing --_-_--_-- 00, 000 Ib_. 100, 000 | Do. 
SOD, DR, ccc cchaeess Di cctiimibnewbeat 60, 000 Ib.. 60, 000 Do. 
Feb. 19, 1951....|..... DS siskstbattaines 12, 000 Ib_. 12, 000 Do. 
Feb. 21, 1951.....}....- inci iocxdeudendia 40, 000 Ib_- 40, 000 Do. 
"So } a = diac resin sna tlapentaeialiedbil 10, 000 Ib_- 10, 000 Do. 
BEE i Beno ctnnceMainevaniendnt , 000 Ib. 50, 000 Do. ; 
(Donated by | Aug. 8, 1951. __.. Newsprint, 1,000 tons. .........-. 150, 000 Do. / 
Committee / 
for Free 
Asia.) 
(Donated by | Apr. 11, 1951....| Used clothing........- 19,000 Ib_. 10,000 | Arrived in Korean 
General theater. ; 
Conference | 
of Seventh- H 
day Ad- | 
ventists.) 
Cemeten oe | Wen. 98. 000)... <.1.... Obie Ua 44,550 Ib. 44, 550 Do. 
Lutheran Mar. 26, 1951-..- 12, 851 Do. 
World ROBY Pet <ccloesss 25, 287 Do. | 
Relief.) July 18, 1951_..-.|..... 29,000 | Under shipment. 
(Donated by | Sept. 26, 1951-...|_..-- 9,000 | Arrived in Korean 
Manget theater. 
Founda- 
tion.) 
(Donated by | Oct. 1951__.....- Services of 1 supply officer.......|.........--. Services made avail- 
Mennonite able for one year 
Central from Oct. 1951. 
Com- 
mittee.) 
(Donated by | Feb. 19, 1951....| Used clothing.......- 102,883 Ib_. 102, 883 | Under shipment. 
Oriental 
Missionary 
Society.) 
(Donated by | Sept. 10, 1951_..._| Medical supplies............-.-.- 950 Do. 
Presby- 
terian 
Church in 
the United 
States.) 
(Donated by | Dec. 12, 1950....| Used and new clothing-4,913 Ib--. 5,033 | Arrived in Korean 
Save the theater. 
Children Feb. 16, 1951....| Used eiothing....---2AF Ib_- 10, 087 Do. 
Federa- Apr. 23, 1951. ...}..... BO Wim sicncaaehats setqn mend 13,512 lb-.- 13, 610 
tion.) TEE OD, TOG) nce coke weeniwescnneedl 15,700 1b_- 15, 395 Do. 
July 20, 1951_.... School equipment-..-.-. Deltiinidonete 1, 200 
Oct. 10, 1951.....| Used clothing-_----....15,136 lb_- 15,115 | Under shipment. 
Oct. 10, 1951___- — equipment and gift pack- | 7, Do. 
Oct. 22, 1951.--- Used ‘dething.....-.. 4,826 Ib_- 4, 826 Do. 
Dec. 10, 1951..-.|..... Ove lie hh ctaeodass 9,867 Ib-- 9, 867 Do. 


See footnotes at end of table, p. 193. 
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Summary of assistance for Korean emergency relief program as of January 16, 1952— 





Continued 
] l l - 
Country Date of offer Details of offer Value! | Status 
United States— 
Con. 
(Donated by Oct. 17, 1950__- Used clothing, soap, medicinals - $290, 749 | Arrived in Korean 
War Relief theater. 
Services, Na- Oct. 27, 1950_.. Services of medical team... --.-.-- niheascaees | Declined. 
tional Catholic | Nov. 17, 1950....| Clothing, shoes, soap....--.---.-. 99,738 | Arrived in Korean 
Welfare Con- theater. 
ference.) Nov. 29, 1950....| Used clothing-.--- 1,000,000 Ib_.| 1, 000, 000 Do. 
Dec. 7, 1950... eer Whee ...1,000,000 Ib - 1, 000, 000 | Do. 
1S SHINE oncom an ooensnah 70,000 Ib_ | 70, 000 Do. 
Feb. 16, 1951....| Medicinals__.-.--.....- i 2, 600 } D 
Used clothing... .. ...20,000 Ib__| 20, 000 v. 
Mar. 26, 1951. Dried milk__.-.-....1,000,000 lb 125, 000 Do. 
Dried eggs. -_-.-.----- 100,000 Ib 40, 000 Do. 
Aug. 30, 1951....| Used clothing... ----...10,000 Ib 10,000 | Under shipment. 
Oct. 22, 1951.....|..-- Si ciahcharsianaancestea 950,000 Ib 950, 000 Do. 
Dec. 6, 1051...../--.--.. do.. he ..400,000 Ib 400, 000 Do. 
Dec Bi, 3061....|-....00...-.. 115,000 Ib-__| 115,000 | Acceptance pending. 
Uruguay..---..-.-..- Sept. 14, 1950_.._| $2,000,000_._...........-..-...-..] 2,000,000 | Pending legislation. 
Oct. 28, 1950.....| Blankets, 70,000_-........-- | 250,779 | Arrived in Korean 
| | theater. 
Venezuela___...-- Sept. 14, 1950....| Medical supplies, foodstuffs_-_-- 81, 652 Do. 
| 
SPECIALIZED 
AGENCIES 
ILO............-.| Nov. 29, 1950....| Services of 2 labor advisers. ..--- | sodas ad Services made avail- 
able by ILO until 
| Jan. 1, 1952. 
Be advnccucaes Aug. 3, 1950....- 1 and miscellaneous sup- | 179,000 | Under shipment 
plies. j | 
Aug. 8, 1950.....| Medical supplies...............-| 12,177 | ae in Korean 
| theater. 
Aug. 19, 1950....| Services of 5 medical team per- |_....--...-- 
sonnel, Services made avail- 
Nov. 27, 1950....| Services of 4 medical team per- able by IRO until 
nel. | Jan. 1, 1952. 
Feb, 14, 1951_._..| Services of 5 supply officers... ___| Shab h i 
UNESCO....... Jan, 31, 1951.._..| $100,000 for purchase of educa- | 100,000 | Made available to 
tional supplies. | | Unified Com- 
mand, 
UNICEF......-- Sept. 27, 1950....| Blankets, 312,020__..._-. | 535,006 | Arrived in Korean 
| | theater. 
| Powdered milk, 330,000 Ibs 10, 054 | Do. 
Sept. 28, 1950.._..| Medical supplies 1, 964 Do. 
| Soap, 100,000 Ibs_...--- 7, 167 | Do. 
Jan. 26, 1951.....| Clothing. - oa | 200, 000 | Do. 
Feb. 1, 1951... stati siiistinbcidends | 199, 586 | Do. 
| Freight charges on cod liver oil | 3, 729 | 
| from Iceland. | | 
July 24, 1951.....| Cotton cloth, 2,400,000 yds__.___| 540,000 | Available in Japan. 
WHO ..2ii ee Aug. 8, 1950. _. Services of 10 medical team per- |..-..--.---- 
sonnel. Services made avail- 
Sept. 4, 1950.....| Services of 3 public-health ad- |.......---.- able by WHO un- 
visers. | | til Jan. 1, 1962. 
Nov. 22, 1950....| Services of 10 medical team per- |--. 
| sonnel. | 
MISCELLANEOUS | 
CONTRIBUTORS 
Korean Consul- Mar. 19, 1951... Clothing, 756 Ibs. ..............- } 750 | Arrived in Korean 
ate General, | | theater. 
San Francisco. 
League of Red Nov. 11, 1950....| Services of 9 medical teams, each aa eeeh 5 teams made avail- 
Cross Societies. of 3 persons. able by Red Cross 
| } until Jan. 1, 1952. 
| Tents, blankets, medical sup- |.......-.--- | Supplied direct to 
plies, clothing. Korean Red Cross. 
June 8, 1951.....| Educational gift boxes, 50,000 | 100,000 | Under shipment 
| | (donated by American Junior | 
Red Cross). | 
June 13, 1951....| Mecaprine tablets, 2,000,000 (do- 6, 119 Do. 
| nated by Indian Red Cross). 
June 13, 1951....| Dried fruit, 3,092 kg. (donated | 686 | Arrived in Korean 
| by Greek Red Cross). theater. 
June 15, 1951....| Clothing, food, medicine, etc. | 36,000 | Under shipment. 
(donated by Japanese Red | 
Cross). | 
July 27, 1951....- | School chests, 75 (donated by | 7, 500 | Do. 





See footnotes at end of table, p. 193. 
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Summary of assistance for Korean emergency relief program as of January 15, 1952— 





Continued 
Country Date of offer | Details of offer | Value 3 | Status 
aie cahieeepeei gic etn pines eenibtrnnanseacntimanneniaamniagansitinaitn Laatste 
MISCELLANEOUS 
CONTRIBU- 
TORS—Ccon. 
League of Red July 31, 1951... Clothing and medical supplies |............ Under shipment. 
Cross Societies. (donated by British, Iranian, 
Norwegian, and Australian 
Red Cross). 
Aug. 2, 1951. ...- Used and new clothing (do- $292, 100 Do. 
nated by Australian, Swedish, 
American, and American Jun- 
ior Red Cross). 
Aug. 31,1951_.._- | Educational gift boxes, 50,000 100, 000 Do. 
(donated by American Junior 
Red Cross). 
ig SEE: Esiiiccncccedsuceces Pi iekccdvsedilucthbinniaedantl 718 | Deposited. 
uals. 


1 Figures given are official government evaluations in U. 8S. dollar equivalent. Where no values are 
shown, the official figures have not been received. 

2 Offered to UNKRA through the Negotiating Committee on Contributions to Programs of Relief and 
Rehabilitation. 

8 Supplies to value of $460,000 shipped to Korea, of which $115,000 was intended as contribution to Pales- 
tine relief. This will be subject to adjustment between the United Nations Korean Reconstruction Agency 
and the United Nations Relief and Works Agency for Palestine Refugees in the Near East. 

4 The total United States governmental contribution of $168,140,631, as listed above, includes all supplies 
made available through ECA and U. 8. Army programs from June 25, 1950, to Nov. 24, 1951, exclusive of 
nonrelief, economic aid. For m. t. read metric tons. 

Transportation costs for each item are included in the valuation of the item. The United States Govern- 
ment has also contributed the transportation costs on certain offers, both from governmental and nongov- 
ernmental sources, as agreed with the United Nations. This contribution is listed in the last item. 


United Nations military participation in Korea by country and service 


PERCENTAGE OF TOTAL UNITED NATIONS FORCE CONTRIBUTED BY THE 
UNITED STATES 











Percent! 
Total United States force, all services... 045 4<-5stwnc on enmembe nek 64. 19 
Total other U. N. and R. O. K.? forces, all services. -.......--..------ 35. 81 
Total U. N. foree, all services...............ellusosseec aes ee 100. 00 
PERCENTAGE OF CONTRIBUTION BY NATION BY SERVICE (COMBAT) 
Country Ground Naval forces Air forces 
| forces 
| Percent} Percent ' Percent! 
Rs cdinaceace Lash ah io stab lei Seance ovtesniiaia Aellthaaceeee 0. 26 0. 52 0. 45 
SR eid 50h anclick pee dl> <itkn debi widdasenueiseasagheheeel 0.17 | None Transport * 
sd a as deren theta oti 5 a tsabe alabiahae a hiqubd etieiaie cman 1. 57 0. 87 0.3 
Ril enone ace A. thsi dcuadvatle kdamad ach ieee 0. 25 0.20 | None 
Ethiopia-_...-.--- ibn dchesetintdemaens tied 0.31 | None Do. 
ee cpio eam Sx dinitn narnia woe eee gmuc ae 0. 27 do. Do. 
Oe th. Cb kt awd 2 o5hsa ck Sp cinch cee dinodh~egseceselanebed 0. 26 do. Transport * 
Luxembourg #_....----- scthciical oscxltiahe deadbeat aecaaliamanes Infantry do. None 
unit 
ee ee sb chao inadaemle encipeacdneenienaas ncaa 0.19 0. 26 Do. 
IN os di duane das ccddesdoagudinnantvebonehensee 0. 33 0. 28 Do. 
I orc dca aa naan and savage onions bhadnpeunnsaen 0.43 | None Do. 
OR ONT... cidensennncescesuategne Se 40. 10 7.45 5. 65 
Edin. cdiscweccaes Pats! milidadcdes «cia phtdakdees eae 0. 38 .31 | Transport 3 § 
SR aden acacia sr alt decal eas dal dlrci ch adi dacepane 1.47 | None None 
Union of South Africa _ - - nts emcheritlbaaencabnite ates None do. . 20 
ED I i ink odadd cea b ii woiap held beaagseal 3. 69 4.22 0.32 
RE EE o CannnG banc0hb4s econ npinken wndeesiie-aaeeeinenn 50. 32 85. 89 93. 32 
100. 00 100. 00 100. 00 





1 Percentages are current as of Dec. 31, 1951. 

2 Republic of Korea; not a member of the United Nations, 
3 Air transport not included in percentages. 

4 Integrated with Belgian unit. 

§ Withdrawn during month of December 1961. 
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Senator Matone. I am going to offer you another piece of advice 
that is not going to cost you anything, and that is that inside of a year 
or 2 years we will be run out of Europe because their security is 
threatened by our presence there and then we will come home and 
do the job on the Western Hemisphere we should have done years 
ago. We will keep ready, which you can do now, and keep it so you 
can defend the Western Hemisphere from North America. That is 
where you are going to defend it finally. 

Let’s get back to the subject here. 

We are a little far afield and I did not intend to go there. 

Do you know how much it costs to get American automobiles into 
England for example? I am not going into this whole history, but 
I can if you want to. 

Do you know? 

Secretary Dutuzs. No. 

Senator Matone. Well, it costs 55 percent of the cost of the car. 
And more than that to get it into Mexico. That is your cooperation 
and your reciprocity and I want to ask you something else. 

Does the word “reciprocity’’, reciprocal trade appear in the act of 
1934 or any subsequent time? 

Does that phrase occur? 

Secretary Duties. Not in the title of the act: no. 

Senator Matone. It does not occur in the act, does it? 

Secretary Duties. I beg your pardon? 

Senator Matong. Does it occur in the act, reciprocal trade? 

Secretary Dutizs. I do not recall that it does. 

Senator Matong. Well, it was not in the original one, was it, the 
1934 one? 

Secretary Duties. I am not letter perfect on the 1934 act, sir. 

Senator Martone. Well, I am going to tell you that it was not and 
I am going to tell you it is not operating that way, either. They are 
not keeping their agreements. 

I am going to refer you to two documents prepared on the Western 
Hemisphere. I think sometimes somebody will be studying them 
and I do not think it is going to be very long. 

One of them is Senate Report 1627, 83d Congress, after a couple of 
years of hearings. A copy of it is in your files someplace and [| 
presented a copy of it to the President because there have been 
Cabinet otticers preceding you and personnel in the State Department 
—whether you had ever said it or not I do not know—but it had 
come out of the State Department consistently for 20 years before 
you were in charge of it, and once in a while even recently I have 
crossed the trail of some of your people where they say ‘‘Of course you 
have to get certain materials across the water for national defense 
and for our civilian use.” 

I am about to tell you something: You can make the Western 
Hemisphere self-sufficient in everything you need for war or peace 
and you can defend it from North America, and that is what you are 
going to end up doing. While we have our eye all over Europe, Syria 
and everywhere, we are losing this great area down there, a good part 
of South America. We got our Vice President in a little trouble there 
because we have a lot of corporations in there that have not raised the 
standard of living much but they have their investments, good plants, 
just as good as our own, shipping the stuff back here under your trade 
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agreements, making plenty of money and I do not blame those organi- 
zations. 

I blame the Congress for making it profitable. 

It is going on all over the world. 

Of these two documents, the second one is Senate Document 83 of 
the 84th Congress and covers every one of those entities and nations, 
of the Western Hemisphere and breaks it down economically, showing 
exactly how they handle their economy and what they do to prevent 
imports coming in when they produce a product cammeeaal , and 
exactly our relationship. It is not in too much detail but with refer- 
ences so your outfit could do a pretty good job on it and if you find 
any erroneous statements in either one of them, if you designate one 
of your assistants to work with me we could correct it if necessary. 
I edited those two reports. They are engineering reports. It may 
be the language is sometimes not as nice as if written by an attorney, 
but you can understand it. There is no misunderstanding any of it. 

Now, we are hearing a great deal of talk lately about economic inter- 
dependence. What does that phrase mean in your jargon? 

Secretary Duties. It means that no nation can have a healthy and 
prosperous economy if it lives in economic isolation. 

Senator Matong. Did anybody ever do that? 

Secretary Duuuxs. Live in economic isolation? 

Senator Matone. Yes. 

Secretary Duties. We never did it but some people seem to 
advocate it. 

Senator Matone. Would you name 1 or 2 included in that category? 

Secretary Dutuss. There is a considerable school of thought, I do 
not want to call names. 

Senator Matone. Well, I will call it. I don’t know any and I 
know all of them. I will tell you why you are wrong and you are 
putting that information out all over the United States. It is 
erroneous information. Nobody that I know is advocating a high 
tariff. You are advocating a low tariff, and you say that slowly, 
gradually, you are going to level these tariffs if you have your way 
about it, so that there are none. So that every nation produces what 
it can produce best and cheapest. 

I have read this propaganda and I can wake up at 2 o’clock in the 
morning and make a speech out of it, right out of your office. But 
what I am advocating is a return to the Constitution of the United 
States and simply have a tariff flexibly adjusted like the 1930 Tariff 
Act provided. 

It makes up that cost differential as I explained it for the record, 
and when they raise their standards of living the tariff goes down, 
I am for free trade when you reach it on that basis. 

I am a free trader. The difference is how to reach it. And I do 
not know of anybody advocating anything different and I would be 


_very happy if you would just get the list. 


Secretary Dutuzs. Senator, the best words I heard in a long time 
are the words that you are a free trader. 

Senator Matone. I am but I do not want to reach it by destroying 
the United States of America and remaking the industrial map of 
America. 

Secretary Duturs. And I can assure you there is nobody I know 
of that wants to reach it by destroying America. 











196 TRADE AGREEMENTS ACT EXTENSION 


Senator Matong. How about remaking the industrial map? 

Secretary DutiEes. We have not been destroying America, Senator. 
As I say, since the 1934 act, America has grown and prospered, our 
exports have multiplied nearly 10 times, that is what the—— 

Senator Matonn. We already went into that and if you want to 
go into that again I refer you to the table I put in the record during 
the testimony of Secretary Weeks and I want you to criticize it in a 
letter if you will. 

Get some of your good men on it because it won’t be the end of it, 
the first letter I get. 

You know how you are selling these products. You are subsidizing 
them, and you are building the plants over there, to compete with us, 
and if you are interested in the financial arrangement, here is what 
Mr. McChesney Martin, Director of the Federal Reserve said, under 
my questioning 

Secretary Duties. Federal Reserve? 

Senator Matone (continuing). That with this money, and other- 
wise of course, but mostly with the money we give them, they can 
buy gold here, they can build up dollar balances. You know that, 
don’t you? 

Secretary Duties. Yes. 

Senator Matong. All right. American citizens earn folding money 
and they can’t buy gold, can they? 

Secretary Duties. Cannot buy gold? 

Senator Matonez. No. 

Secretary Duties. No. 

Senator Matonz. They cannot. 

Now then, as a result, if all the dollar balances in Europe convertible 
to nations’ balances were presented for payment and we continued to 
pay them as our custom has been, we would have left (and this hearing 
was held last fall) $5,700 million worth of gold. 

The administration takes the view that gold is no good, it is just 
like wheat or any other commodity. 

But the fact remains that no country in the world ever had a stable 
currency that was not on a metal standard and when we removed it 
in 1933, we started on an inflationary period, didn’t we? 

Secretary Duties. There has been inflation since then, no doubt. 

Senator Matong. No doubt about that, and still is. 

Inflation is still continuing, isn’t it? 

Secretary Dutizs. Yes. 

Senator Matonz. Has it slacked up very much under the Repub- 
lican administration? 

. Secretary Duties. Yes; very much. 

Senator Matong. How much? 

Secretary Dutuizs. Well 

Senator Matonr. You know we have the evidence on that, you 
know that you can look it up and so can I. 

Secretary Dutuxs. Well, if you have got the evidence on it, it is 
better not to rely on my memory. 

Senator Matone. Will you complete the record then, just take the 
inflation from 1934 on through until now and see how much we slacked 
it up. 

_ Duu.ss. I say that during recent years it has slowed up 
very much. 
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During the Korean war and during the World War, of course it 
went up very rapidly. 

Senator Matone. Well, how much did it go up last year? 

Find it out and put it in the record. 

Secretary Duties. How much last June? 

Senator Matone. How much for the last fiscal year? 

Secretary Dutuzs. Last year? 

Senator Matone. Put it in the record. I will rely on whatever you 
have to say on it. 

(The information is as follows;) 


“INFLATION” DURING THE PAstT YEAR 


The best measure of “inflation” is the Consumer Price Index of the Bureau of 
Labor Statistics. According to this index, retail prices increased 3.3 percent in 
the year ending May 31, 1958. 

Senator Matone. The facts are we are still continuing it and there 
is no way of stopping it except putting something behind the money 
besides paper. 

Now they testified that they could stop the payment of gold any 
time they wanted to by coming to Congress but, if we did, it would 
cause a very severe drop in the value of American money on the world 
market and probably would cause a severe depression here. 

Mr. Martin testified to that. 

Now the real threat, the Russian threat, if you want to get into it, 
and it might pay to talk to our Secretary of the Treasury and to Mr. 
Martin; the Russians have gold, and they are not letting it go out 
by giving away folding money. 

The real threat to America, the Russian threat could be the gold 
standard for the ruble. 

Now they charged me a dollar for 4 rubles over there. It cost $40 
a day to live in the National Hotel in Moscow. It should have been 
16 rubles to the dollar and that would have been a very reasonable 
price but I did not do any arguing. I was there for a purpose. 

But if the ruble goes on the gold standard Mr. Martin said he 
shuddered to think what the effect would be, and you had better 
look for it. 

You could find out. You are over in Europe and Asia about two- 
thirds of the time. A lot of them will know about this and I think 
England is getting ready for it. 

Now, you do not know how many troops we have abroad, do you, 
in these nations that we give money to? 

It is not necessary. It is something out of your line, but I thought 
you might just know because you do meet with the Cabinet. 

It is not necessary for this question. 

Secretary Duuuzs. I don’t remember the figure. 

Senator Martone. I would not embarrass you. 

We have troops in 73 different nations, all of them dead when the 
fight starts because you could not feed them and could not get them 
home. 

Secretary Duties. You say we have American troops in 73 nations 

Senator Martone. Or at least we did 3 or 4 months ago. I could 
check it now. They are all spending money—they showed a chart up 
here that showed military expenditure as part of your trade. 
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Secretary Duties. I do not think, Senator, we have American 
troops in 73 countries. 

Senator Martone. Will you check it to complete the record? 

Secretary Duties. Yes. 

(The Department of State later submitted the following statement 
on stationing of United States Armed Forces overseas:) 


For security reasons, the exact number and location of American combat troops 
abroad cannot be made available for a public record. It is generally known, 


~ 


however, that most of such troops are located in the NATO area and the Far 
East. About 95 percent of the total number of United States military personnel 
stationed in foreign countries are located in 12 countries. Military service attachés 
and their staffs are traditionally attached to United States diplomatic missions 
abroad, and in some instances Marine guards are provided for the Embassy. 
Obviously the figure used by Senator Malone could only be arrived at by including 
such military personnel. 

Senator Matone. I thought they were. I thought they trusted 
you more than that, that you would know but it is not necessary for 
you to know. 

Secretary Dutuxs. If you include the military attachés at our em- 
bassies as troops abroad, then there would be 73, but as far as any 
ground forces, air forces, and so forth, I think I can say with con- 
fidence 

Senator Matone. Friend, [ have seen all your embassies, and your 
foreign embassies do a pretty fair job. 

I will say this to you, they do as good a job as the State Department 
will let them do. 

I received every courtesy at every one of your embassies and | 
appreciated it very much. They are good men. Some of them are 
held down a little by rules and regulations made in Washington, but 
they understood over there what the situation was, and without 
violating any confidence, of course which I would not do, I could tell 
you quite a few things that I think you can get if your policy did not 
make it impossible to profit by it. 

Now, Mr. Chairman, you will remember that I did put into the 
record the list of the strategic and critical materials so classified a 
couple of years ago by the Army. 

It is subject to change but I think there are 77 of them. The list 
will appear here and I want to say to you again that the Western 
Hemisphere can be made self-sufficient in every one of them. Not a 
one of them do you have to go across a major ocean to get, yet I hear 
your people, not you, you have never said this, but they make speeches 
in different places and of course then you send out pamphlets. 

You do not say we have to do this but you say we do receive certain 
strategic materials from overse:.s. 

The conclusion must be reached from these pamphlets that you 
have to do that, and [ want to inform you now and I want you to 
look at this report. If you have any difference of opinion, get your 
experts to get in touch with me. I will appreciate it. 

ou do not have to get it abroad, and these pamphlets you send 
out are misleading to organizations and people all over the country. 
Some of them have no other source of iahocisictibes, 

Any time you want to discuss it either privately or on the radio 
or the television I will be very happy to do it with you. 

Secretary Duties. Thank you. 
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Senator Matone. Now since the President made a speech in Mil- 
waukee or Minnesota, I think it was in 1953, he has never again said 
that you had to defend Belgium to get uranium from the Belgian 
Congo. 

When I handed him a bound copy of Senate report 1627 of the 83d 
Congress, I said ‘“‘Mr. President, in making these speeches, I am sure 
you have been advised on these materials, but you can get them right 
here under your nose where you can defend the Western Hemisphere.” 

You know that if Russia ever attacks us they are coming over the 
Pole, they are not coming through Europe or Asia, and the Adminis- 
tration contends we have to defend the Belgian Congo to get uranium. 
I said, if we treated the taxpayers as well as the foreigners uranium 
would be running out of our ears in 2 years, as it was. 

While still in the private engineering business I made a report, 
published in 1944. It took 8 years. It covers the Western States, 
Hawaii, Alaska, and the Philippines, and I covered uranium in Utah 
and Colorado. There is more information on that in my report than 
anybody had at the time they split the atom. 

It is crazy. You do not have to buy uranium from Canada al- 
though that would not be as bad because you could get it during a 
war. You do not have to get it from the Belgian Congo. You do 
not have to get it any place other than the United States. The 
Government is cutting down right now on the purchases of uranium 
from men who spent their lifesavings in the mining of uranium and 
you are shutting them down, closing them down, depressing their 
production and buying it abroad on your policy, I suppose, that you 
are making friends in fore ign lands but what of our friends in America? 

Now we have right here this morning the man who is about to be 
chairman of the Atomic Energy Committee of this legislative body, 
and I think he knows what he is talking about. 

So, Mr. Chairman, in order to save the time of the committee, if I 
may complete my comment in the record, I will thank you, Mr. 
Secretary, for being very frank, as you were before, and acknowl- 
edging our differences of opinion and the differences in our convictions. 

I have the highst regard for you. 

I do not think you are right in this thing. I hope this committee 
sees fit to kill this act that you are up here on, and I hope if the 
committee does not do it, they do it on the Senate floor. 

I want you to know that. I think you know it already. And I 
think if you go back to the policy of merely adjusting the differences 
in cost of production here and in the chief competing nations and 
allowing any nation equal access to our markets, but no advantage, 
let American investors and workingmen compete for the American 
market on an equal basis with foreigners. Then the American 
workingman and investor will be back in business. Then you would 
not have someone in W ashington selecting an industry to trade for 
some foreign policy when some fellow out there, 2 miles or 2,000 miles 
away, has spent his life’s savings and those of his friends in an industry 
where he is suddenly broke and does not even know what happened 
because we have a foreign policy that we have to buy with it. 

So that is what I believe. I believe we have all the law we need if 
we just let this act expire on June 30. 

Mr. Chairman, I thank you for your patience. 

Secretary Duties. Thank you. 
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(At the conclusion of his interrogation of Secretary Dulles and 
Secretary Weeks, Senator Malone presented the following sum- 
mation: ) 


Secretary Dulles, in response to my inquiries, conceded that: 

1. In the 1934 Trade Agreements Act, Congress, for the first time in the 
Nation’s history, gave the Chief Executive power to trade or sacrifice any industry 
in the United States in furtherance of his, the Executive’s, foreign policy. 

2. Prior to 1934, tariffs were set by direct congressional action, as provided by 
the Constitution, article 1, section 8; not by the President or his subordinates in 
the executive branch. 

3. Since the 1934 Trade Agreements Act, tariffs have been set, changed, re- 
duced, and adjusted by the President, his subordinates, or the latter in consulta- 
tion with foreign nations, a practice and procedure nowhere authorized in the 
Constitution. 

4. Under the 1934 act and subsequent extension statutes, the President can 
make any type of trade convention or agreement he wishes, within the time and 
percentage limits of the legislation, and with any country or group of countries 
he wishes, regardless of the effect on our domestic industry. 

5. Such agreements can apply to every product imported into United States 
and from any country whose government is recognized by the United States. 

6. Uuder the unconditional most-favored-nation policy of the State Depart- 
ment, such agreements do apply to all such countries and to all products desig- 
nated in each and every agreement, and apply also to products from countries 
with which we have no agreement. 

7. The President is the sole judge and arbiter of concessions offered to foreign 
countries. 

8. The President is the sole judge and arbiter of what, if any, concessions are 
sought of other countries in return for concessions made by this country to foreign 
nations. 

9. The President is the sole judge and final arbiter of the effects such concessions 
granted to foreign countries have on American industry, wage earners, and 
investors; what, if any, relief is given to American industries being destroyed as a 
result of concessions to foreign countries, and whether or not relief shall be granted 
or denied to afflicted industries. 

10. The President can ignore or waive the safeguards to American industry 
which Congress has attempted to provide in recent acts extending the 1934 Trade 
Agreements Act. 

11. Although Congress requires the United States Tariff Commission, an agency 
of Congress, to prepare peril-point findings to determine, in effect, at what point 
increased imports resulting from reduced tariffs will cause or threaten serious 
injury to domestic industry, the President can ignore these findings. 

12. Although Congress has set up procedures by which industries that are 
being destroyed by import competition as a result of reduced tariffs may produce 
the facts to the Tariff Commission and appeal for an adjustment of the tariff, 
and although the Tariff Commission may recommend such an adjustment in 
the interest of the afflicted American industry, the President can and frequently 
does ignore the recommendations of the Tariff Commission. 

13. The so-called escape clause of recent extension acts offers no assurance 
of escape to any industry from destructively low tariffs even when the Tariff 
Commission unanimously recommends to the President that relief be granted, 
because the Trade Agreements Act permits the full power of final decision to 
rest with the President. 

14. With the power of the President under the 1934 Trade Agreements Act to 
ignore any peril-point determination of the Tariff Commission and to reject any 
recommendation made by the Tariff Commission under the escape clause, the 
President can sacrifice any industry he may choose to sacrifice if he believes 
such sacrifice of a domestic industry will further his foreign policy. (He may 
also sacrifice any American industry forced to compete against the products of 
foreign industry regardless of whether or not such sacrifice has any bearing on 
his foreign policy, but that specific question was not asked of Mr. Dulles.) 

15. Tariff Commission findings and recommendations go to the President, 
as previously indicated, and the Tariff Commission has no authority to adjust 
any tariff on its own responsibility, regardless of any findings of injury to or 
destruction of a domestic industry, as it did have under the 1930 Tariff Act when 
it was subject only to a reversal by Congress. 
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16. Tariff and trade agreement negotiations with foreign countries are con- 
ducted by the State Department, the State Department alone representing the 
executive branch in actual negotiations. 

17. Neither Congress nor congressional committees are advised prior to or dur- 
ing these negotiations what sacrifices or concessions of American markets or in- 
terests the State Department plans to offer to foreign countries. 

18. Such negotiations are generally carried on with the delegates of 36 foreign 
nations at periodic, usually annual or more frequent, sessions of GATT (General 
Agreement on Tariffs and Trade), held at Geneva, Switzerland, the negotiations 
being multilateral. 

19.. Congress is never consulted during these negotiations to reduce American 
tariffs. 

20. Congress receives no knowledge of what concessions have been made by 
our State Department delegates to GATT, or of terms offered or accepted, until 
negotiations have been completed and the tariff reductions and terms have been 
finalized and published. 

21. GATT sessions are conducted in secrecy. Congressmen who have been 
in Geneva during sessions of GATT have not been permitted to sit in on any of 
the actual tariff negotiations. No American industry, organization, or private 
citizen may appear there. 

22. Foreign countries which may offer concessions to the United States or 
otherwise agree to reduce restriction on American goods in return for free or 
easy access to the American market, may ignore these concessions or continue 
their restrictions against American products on the pretense that they are threat- 
ened with a shortage in their dollar balances or are experiencing a decline in their 
monetary reserves. 

23. Competing countries can manipulate the value of their own money in 
terms of the dollar so as to perpetuate a shortage in dollar balances and thus 
make any peril point set by the United States Tariff Commission prior to the 
foreign manipulation obsolete and valueless. 

24. The words ‘‘reciprocal trade’? nowhere appear in the Trade Agreements 
Act. 

25. Prior to the 1934 Trade Agreements Act tariffs on each competitive product 
were determined and adjusted to equalize the differences in wages and costs of 
producing products in the United States and wages and costs of producing like 
or similar products in the chief competing nation abroad, which principle has 
been scuttled by the Trade Agreements Act. 

In conceding these facts, Secretary Dulles confirmed my position and the posi- 
tion I have proclaimed throughout my 12 years of service in the United States 
Senate, and my position prior to that time while I was in private life, that the 
Trade Agreements Act is a complete nullification of both the letter and the spirit 
of the United States Constitution. Article 1, section 8 of the Constitution, 
specifically vests in Congress the exclusive power to lay and collect duties and 
regulate our foreign commerce. 

As Mr. Dulles has conceded, the executive branch now determines the tariff 
on each product, the reductions made, and with what countries and all countries; 
that Congress is not even advised of what tariff reductions have been determined 
on, or what American industries, investments, or jobs are to be sacrificed until 
the reductions have been made effective at the conclusion of secret negotiations 
at Geneva, Switzerland; that there is no “‘reciprocity’’ whatsoever required by the 
act itself, and that under the act, each administration has the unreserved power to 
destroy any competitive industry or to remake the industrial map of America. 

It is therefore acknowledged, in effect, that the Trade Agreements Act vests 
power over tariffs, foreign commerce, and the domestic economy as affected by 
disastrous foreign competition, in the hands of one man, the President, removing 
this power from Congress, in which the power was exclusively placed by the 
United States Constitution. 

These are life and death powers over the economy of the United States which 
the Congress has illegally delegated to the President since 1934, and which three 
successive Presidents have now exercised. 

The proposed extension act would extend these powers to a President or Presi- 
dents as yet unknown, and for a term of years so far in the future that no person 
knows or can predict the status of our economy or the friends or enemies we may 
acquire before the tariff reducing authority proposed in this bill has exvired. 

Mr. Dulles, who negotiates these agreements through his subordinates in the 
State Department, does not know that. Whoever may be appointed as Mr. 
Dulles’ successor within the next 5 years, and who, as Secretary of State, will 
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carry on the negotiations authorized on this bill should the act be extended, does 
not know that. 

To continue this act is to place industry, labor, investors, and the national 
security on the brink of disaster. 

To continue this act is to nullify again the intent and purpose of the Constitution 
to separate the powers of Government in the regulation of the domestic economy 
from the making of foreign policy. Under the Constitution, Congress, the elected 
representatives of the people, was to possess all legislative powers, including 
those over tariffs, commerce, and the domestic economy; the President was to 
conduct our foreign policy with the advice and consent of the Senate. 

Under the Trade Agreements Act, Congress has divested itself of its legislative 
power over tariffs, commerce, and the domestic economy as it is affected by 
tariffs and commerce. By use of the trade agreements procedure, an executive 
invention to do away with commercial treaties, the President has isolated himself 
from any requirement that he seek or receive the advice and consent of the Senate. 

Prior to the 1934 Trade Agreements Act, tariffs were adjusted by Congress on 
the principle that they would make up the difference between costs of production 
in this country and costs of production in the chief competing foreign country. 
Such a tariff gave American enterprise and foreign enterprise equal access to the 
American market. 

As wage costs and other production costs in foreign countries rose tariff 
differentials were reduced, so that when and if foreign wages and other costs of 
doing business were the equivalent of American costs, the tariff would disappear 
and we would have free trade. 

Under a principle fixed by Congress that guaranteed American enterprise equal 
access to the American market, American investors felt free to risk their capital 
in American enterprise. 

The principle of equal access was abandoned when the Trade Agreements Act 
was enacted. Tariffs are now adjusted by bureaucrats in the executive branch 
in the interest, not of American markets, enterprise, or economy, but in the 
interest of obscure and undefined and fluctuating foreign policies. 

For that reason the investment of capital in the United States is now 
precarious. 

For that reason also, there has been in recent years an unprecedented flight of 
American capital, now exceeding $33 billion, to foreign countries which do offer 
this capital some protection in the form of protective tariffs or tax incentives. 

Mr. Weeks concedes virtually every point conceded by Mr. Dulles. Among 
those on which he was particularly specific are: 

1. That the President, under the Trade Agreements Act, can make any trade 
agreement he wants within the time and percentage specifications of the bill. 

2. That he can do so without consulting Congress. 

3. That the Secretary of State will continue to direct and conduct all trade 
agreement negotiations despite the creation of the so-called Trade Policy Com- 
mittee of Cabinet members of which Mr. Weeks is Chairman. 

4. That the President is not required to accept Tariff Commission recommenda- 
tions in escape-clause cases, and “can go beyond the peril point as he sees fit.”’ 

5. That under the GATT agreement any nation can waive provisions with 
regard to trade barriers or restrictions if it considers itself threatened by a shortage 
of dollar balances. 

6. That the objective of tariff laws prior to the 1934 Trade Agreements Act 
was to equalize the differences in domestic production costs with those of the 
chief competing nation on each product, and thus take the profit out of sweatshop 
wages at the water’s edge. 

Mr. Weeks and Mr. Dulles clearly indicate by their testimony that they think 
the Chief Executive, not only the present Chief Executive but the Executives, 
whoever he or they may be in the next 5 years, can adjust tariffs and regulate our 
foreign commerce and the national economy better than can the 435 Representa- 
tives and 96 Senators elected by the people, and in whom the Constitution reposes 
that resnonsibility and power. 

Mr. Weeks and Mr. Dulles thus take a position precisely opposite to that of 
Abraham Lincoln, who, as a Member of Congress, asked on the House floor: 

“Can he,’’ referring to the President, ‘know the wants of the people as well as 
300 other men, coming from all the various localities of the Nation? If so, where 
is the propriety of having a Congress.’’ 

In an effort, obviously, to cite some Republican precedent for legislation such 
as the administration seeks for the next 5 years, Secretary Weeks, as have other 
administration spokesmen, claimed that William McKinley “urged the establish- 
ment of reciprocal trade legislation.’’ 
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There is no similarity between provisions of the McKinley Tariff Act of 1890 
and the 1934 Trade Agreements Act, nor between tariff legislation enacted during 
the McKinley administration and approved by him as President. 

The McKinley Act sought to assure protection and, where it was not assured, 
impose retaliatory duties. 

The 1934 Trade Agreements Act seeks only to remove protection and to lower 
duties irrespective of the barriers other nations impose upon our commerce and 
products, 

In the McKinley Tariff Act no legislative powers under the Constitution were 
delegated to the President. The act was therefore constitutional and so held by 
the Supreme Court. 

The 1934 Trade Agreements Act did delegate legislative authority to the Presi- 
dent, and in doing so disregarded the letter and the spirit of the Constitution. 
The Supreme Courts of this era have refused to consider the question of its con- 
stitutionality or unconstitutionality when cases have been brought before it for 
the purpose of seeking a determination. It has neither upheld the constitw- 
tionality of the act nor held it unconstitutional. 

Under the McKinley Tariff, Congress retained full power over regulation and 
rates, and specified the contingencies under which rates determined and specified 
by Congress would or would not apply to a limited number of commodities. 

Under the 1934 Trade Agreements Act, Congress transfers regulation and rate 
determination to the President. No contingencies or conditions are expressed 
under which he is required to raise rates, lower rates, bind rates, or do anything 
he may wish to do with respect to the commerce of country or any product, 
provided he does not lower rates beyond a certain percentage within a certain 
period of time. 

The McKinley Tariff required the President to impose penalty duties on coun- 
tries that did not grant equitable concessions to us in return for our concessions 
to them on certain products. 

The 1934 Trade Agreements Act gives the President a blank check which he 
can fill in at his discretion and tender to any nation in the world, or to all nations 
under the unconditional most-favored-nation policy. 

The McKinley Tariff Act required reciprocity from other nations if they sought 
any concessions from us. 

The 1934 Trade Agreements Act requires no reciprocity or reciprocal treatment 
from any nation in return for the concessions we extend. 

William McKinley was the outstanding champion of his time of tariffs to pro- 
tect the Nation’s economy, industry, labor, and agriculture, and he was too wise 
a statesman to write a reciprocity provision that did not make reciprocity by the 
other country mandatory if we extended it any favors, the favors being specified 
and limited. Under his act we gave little and gained much. Under the Trade 
Agreements Act we give much and our losses outweigh our gains. 

The McKinley tariff reciprocity provision had a specific objective—to break 
down barriers raised by certain Latin American and European countries to 
American goods, and to place penalizing duties on important products of those 
countries if they did not break them down. Spain then governed Cuba and 
Puerto Rico and drastically restricted their markets to American products. 

Here is the text of the reciprocity provision of the McKinley bill- 

“That with a view to secure reciprocal trade with countries producing the 
following articles, and for this purpose, on and after the Ist day of January 1892, 
whenever and so often as the President shall be satisfied that the government of 
any country producing and exporting sugars, molasses, coffee, tea, and hides, 
cured and uncured, or any of such articles, imposes duties or other exactions upon 
the agricultural or other products of the United States, which, in view of the free 
introduction, such sugar, molasses, coffee, tea, and hides into the United States 
he may deem to be reciprocally unequal and unreasonable, he shall have the power 
and it shall be the duty to suspend, by proclamation to that effect, the provisions 
of this Act relating to the free introduction of such sugar, molasses, coffee, tea, 
and hides, the production of such country, for such time as he shall deem just, 
and in such case and during such suspension duties shall be levied, collected, and 
paid upon sugar, molasses, coffee, tea, and hides, the product of or exported from 
such designated country as follows, namely.”’ 

Then follows a list of specific duties, on tea, 10 cents a pound; on coffee, 3 cents 
a pound; on hides and skins, 1 and 1% cents a pound; on molasses, 4 cents a gallon; 
and on sugars variable rates up to 2 cents a pound, depending on type and quality. 
And in 1892 a cent a pound was a more effective rate than 5 cents would be 
today. 
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Examining that provision we find that— 

1. The reciprocity was restricted to certain countries, producing and exporting 
certain products. 

2. The country either did or did not impose duties or other exactions on products 
of the United States which the United States, not the other country, considered 
unequal and unreasonable. 

3. Whether the duties or other exactions of foreign countries were unreasonable 
remained the sole determination of the United States. 

4. Specific penalty duties were to be applied to certain imports, not only when 
and if those countries restricted entry of American goods by unequal and un- 
reasonable duties, but when they did so by any other devices such as prohibitions, 
quotas, or discriminatory regulations. 

5. When a foreign country did impose unequal and unreasonable restrictions 
against American products, the President was under specific directions from the 
Congress as to what to do. Congress said it ‘‘shall be the duty” of the President 
to suspend the concessions on certain products given to the foreign country. 

6. When the concessions were suspended the President was required by the 
Tariff Act to impose specific duties on imports of those products from those 
countries. 

The following countries agreed to remove unequal and unreasonable restric- 
tions on entry of American products for the assurance from the United States 
that coffee, tea, hides, sugar, and molasses from their countries or possessions 
might continue to enter the United States duty free: 

razil, Dominican Republic, Guatemala, Honduras, Nicaragua, Salvador, 
Spain for Cuba and Puerto Rico, Great Britain for the British West Indies, 
Germany, and Austria-Hungary. Some agreed to extend most-favored-nation 
treatment to all imports from America; others to grant highly important con- 
cessions. 

Venezuela, Colombia, and Haiti refused to remove unreasonable restrictions 
on United States products and the penalty duties specified by Congress were im- 
posed on the enumerated products shipped to the United States by them. 

Under a new administration in 1894 a new Tariff Act was passed, taking the 
teeth out of the old act, lowering duties without requiring any compensatory 
action on the part of foreign countries benefiting from the lowered duties, and 
and removing the reciprocity provision of the McKinley Act. 

The purpose of the 1894 act, like the purpose of the 1934 act 40 years later, 
was to increase imports by lowering tariffs without regard to any restrictive 
barriers imposed against American products by foreign countries, with the il- 
lusory hope that such generosity would open the markets of the world to our own 
products. 

The administration that passed the 1894 act was ill-fated; dogged by depression, 
and thrown out of office in the November 1896 elections. William McKinley 
was elected President. 

McKinley called a special session of Congress immediately. In a message to 
Congress he asked that— 

“Duties be so levied upon foreign products as to preserve the home market so 
far as possible to our own producers; to revive and increase manufactures; to 
relieve and encourage agriculture; to increase our domestic and foreign commerce; 
to aid and develop mining and building; and to render to labor in every field of 
useful occupation the liberal wages and adequate rewards to which skill and 
industry are justly entitled.” 

Chairman Dingley, of the Ways and Means Committee, introduced a bill to 
provide revenue and encourage the industries of the United States. Protection 
was reestablished. Imports decreased 20 percent. Exports increased 40 percent. 

The Dingley Act, like the McKinley Act of 1897, contained a reciprocity 
provision, but, also like the McKinley Act, it retained full legislative power in 
Congress, and did not delegate it as was done in the 1934 Trade Agreements Act 
and each of the successive extension acts. 

Again the President was empowered to impose specific penalty duties on cer- 
tain enumerated products in return for definite concessions by other countries. 
The President was empowered to reduce rates on a small number of other specified 
products to rates of duty specified by Congress in return for definite concessions 
by foreign countries. And he was permitted to conclude reciprocity treaties with 
foreign countries and reduce rates as much as 20 percent in return for equivalent 
reductions, subject to approval or rejection by both the House and Senate. 

The 1934 Trade Agreements Act does not require that reductions in duties by 
the President be submitted to anyone or approved by anyone, or that they be 
made for any specific purpose or with any specific country. In other words the 
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full legislative authority of Congress is turned over to the President in these tariff 
actions which is contrary to the Constitution. 

Seven agreements were negotiated under the 20-percent. clause, properly sub- 
mitted to the Senate as treaties, and rejected by the Senate. Nine were made 
under the provision specifying reduced rates on certain enumerated products in 
return for definite favorable treatment of American products by foreign nations. 

In 1902 a reciprocity convention was negotiated with Cuba, granting her a 
preferential rate of 20 percent in return for Cuba granting a preferential rate to 
American products reducing duties 20 to 40 percent. The Senate ratified it. 

In 1909 under a Democrat administration all reciprocity agreements were 
terminated except the one with Cuba, and the Tariff Act provided maximum and 
minimum rates. Maximum rates were to be imposed on countries which dis- 
criminated against American products. Germany, France, and a number of 
other countries did discriminate against American products, but the President 
never imposed the maximum rates on products of any nation. 

In 1911 a reciprocity treaty was negotiated with Canada. The United States 
Senate ratified it, but the Canadian Parliament rejected it. The 1913 Tariff Act 
contained reciprocity provisions but required that any negotiation must be sub- 
mitted to Congress for ratification or rejection. 

This is the reciprocal trade legislation that administration spokesmen have 
been citing as precedent for the 1934 Trade Agreements Act. None of it gave 
the President blanket authority to remake the tariff, the economy of the United 
States, or the industrial map of America. 

The reciprocity in the Tariff acts previous to the 1934 Trade Agreements Act 
was for the purpose of protecting American industries and markets. The purpose 
of the 1934 Trade Agreements Act is to destroy American industries, jobs, and 
markets. 

All previous reciprocity provisions required concessions by foreign countries in 
the American interest, and required that they honor their commitments. 

The 1934 Trade Agreements Act provides for and requires concessions by the 
United States in the interest of foreign countries. 

What happens when Congress refuses to continue and extend the 1934 Trade 
Agreements Act and permits it to expire? 

First we will go back to the 1930 Tariff Act under which the Tariff Commission, 
first created in 1916 as an agency of Congress, adjusts tariffs on the basis of fair 
and reasonable competition. 

The 1930 act provided for a flexible tariff, as had also been provided in the 
Tariff Act of 1922. 

The 1930 act required the Tariff Commission to ascertain costs of production 
in the principal growing, producing, or manufacturing centers of the United 
States, costs of production of such articles in foreign countries exporting these 
articles to the United States and to “ascertain all other facts which will show the 
differences in or which affect competition between articles of the United States 
and imported articles in the principal markets of the United States.” 

Investigations of comparative costs here and abroad were to be made upon the 
request of the President, the Congress, its own motion, or, when in the judgment 
of the Commission there is good and sufficient reason, upon the application of any 
interested party. 

Public notice was to be given and hearings were to be held. 

When, following such investigation, the Commission found that the duties 
fixed by Congress and by statute did not equalize the differences in the costs of 
production of the domestic article and the like or similar foreign article produced 
in the principal competing country, the Commission was to report the increases 
or decreases in rates of duty necessary to equalize such differences. It could do 
this as and when economic conditions changed, at any time, thus affording the 
nation a completely flexible tariff system. 

A specific criteria was set up for determining and comparing domestic and 
foreign production costs which included labor, material, and packing costs and 
other direct charges involved in manufacture. 

That is the practical and logical system that this country will revert to when 
the 1934 Trade Agreements Act expires or is repealed. It is a system fair to 
domestic industry, to labor and to investors, and fair also to importers and to 
foreign producers because the tariff would no more than make up the difference 
between domestic and foreign costs. Thus it would give American products 
and foreign products equal access to our markets but no advantage. 

The 1934 Trade Agreements Act gives all the advantages to the foreign 
producer; none to the American wage-earner, investor, industry, or manu- 








206 TRADE AGREEMENTS ACT EXTENSION 


facturer. It would give American enterprise parity with the foreign producer in 
our own American market. 

This parity would not immediately be achieved, however, on expiration of the 
the act, because during the life of the act the State Department has negotiated 
many trade treaties, called agreements, for the purpose of evading consideration 
by the Senate as provided in the Constitution, many of them to America’s dis- 
advantage. 

Bylateral agreements would terminate 6 months after the United States gave 
notice to the foreign country which is a party to the agreement. 

Any country which is a party to the international creation known as GATT 
may withdraw from it within 60 days after notifying the Secretary General of the 
United Nations. 

Therefore, as the United States Tariff Commission has informed me the United 
States could eliminate all trade agreement obligations, and do so within 2 to 6 
months, restoring us to the rational and equitable system of adjusting tariffs to 
foreign competition, and safeguarding our employment our investments, our 
security, and our economy. 


Senator AnpeRsON. Mr. Secretary. Do you mind, Senator Carl- 
son, if I ask a few questions? 

Senator Cartson. I would be most embarrassed if you did not, sir. 

Senator ANpErRsON. I will try not to be too long, Mr. Secretary. 

The subject came up the other day of what happens in case we 
terminate a multilateral agreement or one country drops out from a 
multilateral agreement. 

The case came up of Mexico where we continued to give Mexico all 
the protection of the act and Mexico in turn gives us no protection. 

Isn’t that one of the perils of renewing this? 

Countries can drop out, but under the language which was read to 
us the other day subject to the provisions of section 5, I am quoting 
from section 4, Mr. Secretary, which is at the bottom of page 3 of a 
little brochure on trade legislation: 

Subject to the provisions of section 5 of the Trade Agreements Extension Act 
of 1951 (19 U.S. C., section 1362), duties and other import restrictions proclaimed 
pursuant to this section shall apply to articles the growth, produce, or manufac- 
ture of all foreign countries, whether imported directly or indirectly: Provided, 
That the President shall, as soon as practicable, suspend the application to articles 
the growth, produce, or manufacture of any country because of its discriminatory 
treatment of American commerce or because of other acts (including the operations 
of international cartels) or policies which in his opinion tend to defeat the purpose 
of this section. 

Now, didn’t Mexico get the benefit of certain reductions when it 
came in, and then dropped out and refused to give us the protection 
even though we continued to give them protection? 

Secretary Duuuss. I do not recall what we did, Senator, but the act 
provides, going on to read the section from which you quoted 

Senator ANDERSON. Yes. 

Secretary Duss (reading): 

Provided that the President shall, as soon as practicable, suspend the application 
to articles of growth, produce, or manufacture of any country because of its 
discriminatory treatment of American commerce or because of other acts (in- 
cluding the operations of international cartels), or policies which in his opinion 
tend to defeat the purpose of this section. 

In other words, if after termination of the trade agreement, Mexico 
takes discriminatory action against the United States, the act requires 
the President, as soon as practicable to suspend the application to its 
products of this most-favored-nation treatment. 

Senator ANDERSON. I assure you, Mr. Secretary, I was going to read 
that section later because I was going to read it in connection with 
lead and zinc. 
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Secretary Duties. Yes. 

Senator AnpeRSON. But we did make this trade agreement with 
Mexico. We did reduce the duty on certain items such as leather, 
shoes, and baskets, bags, china, earthenware, and ties and many other 
things, and then we raised the duties to their former level when 
Mexico withdrew from the agreement. Then, because of this pro- 
vision, we again reduced the duties to Mexico so they received the full 
benefit and did not have any of the obligations. 

Would you look with any favor on the statement that if they 
withdrew from the agreement they should not have any of the benefits 
of the agreement if they did not give us any of the benefits? 

Secretary Duties. Well, I would agree if they withdrew from the 
agreement and following ‘that, in fact, took discriminatory action 

against us, that then we should take corresponding action against 
them. 

Senator ANDERSON. We have had, as you know, many arguments 
over agricultural products, the tomato situation, the cotton situa- 
tion 

Secretary Duties. Yes. 

Senator ANDERSON. We have never taken any action with regard 
to anything they have done as discrimination, have we, even though 
they did drop out from under the agreement? We have never found 
anything that we regarded as discriminatory under the second clause 
there? 

Secretary Duties. I am not aware of the fact that we did. 

Senator ANpERSON. Now, lead was originally in the agreement with 
Mexico, and when Mexico canceled the agreement the duty on lead 
was restored to its original level. Then later, because of this general 
agreement on tariffs, the duty on lead was again reduced with Mexico 
so that it has the benefit of that reduction. 

Has the President done anything in furtherance of the second 
clause which you read? 

Secretary Duties. I do not think so; no 

Senator ANperson. As you know—I will now come to zine. Zine 
was in the original agreement with Mexico. But just at the time 
Mexico was canceling zinc, we were negotiating with other countries. 
So although Mexico canc eled out on us, the low duty on zine became 
effective for Mexico. 

Secretary Duuuxs. I believe so. 

Senator ANDERSON. You are fully familiar with the fact Mexico is « 
large producer of lead and a large shipper into this country. 

Now when the President was asked to do something about this, 
the Tariff Commission, I believe, found that there was some danger to 
our domestic industry on lead and zine, and the President took action 
the other day, which Secretary Weeks sent up to us on June 19. 
His report included this letter from the President. 

I do not know whether you have a copy of it there, I will hand you a 
copy. Hesaid: 

Under section 7 of the Trade Agreements Extension Act of 1951, as amendea, 


the United States Tariff Commission reported to me on April 24, 1958, its finding 
that the domestic producers of lead and zine were experiencing serious injury. 





The date of April 24, 1958, is significant because he must act within 
60 days; is that not right? 
Secretary Duuiss. Yes. 
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Senator AnpERsON. So he would have to act by June 24. 


The Commission was evenly divided on its recommendation for remedial action. 

Three of the Commissioners— 
I might just add parenthetically that is not a new device on the part 
of the Tariff Commission. The potash situation got hot and so they 
found three on each side and every time there is a close fight somehow 
the Tariff Commission ends up 3 and 3, which is diplomacy at its 
highest level. 

Three of the Commissioners recommended maximum increases in tariffs with 
quantitative limitations. The other three Commissioners recommended an 
increase in tariffs to the 1930 rates without quantitative limitations of any kind. 

I am suspending my consideration of these recommendations at this time. 

Will you tell me under what language the President may suspend 
instead of decide? 

Secretary Duties. His authority to suspend? 

Senator ANDERSON. Yes. 

Secretary Duties. Well, he is not required to accept the recom- 
mendation. 

Senator ANprERsoNn. No, I did not say he was. 

Secretary Duties. Yes. 

Senator AnpErRSON. I do not say that he cannot just ignore it. 

The 1951 act as amended states: 


ACTION BY THE PRESIDENT 


Upon receipt of the Tariff Commission’s report of its investigation and hearings 
the President may make such adjustment in the rates of duty, impose such 
quotas or make such other modifications as are found and reported by the Com- 
mission to be necessary to prevent or remedy serious injury to the respective 
domestic industry. If the President does not take such action within 60 days he 
shall immediately submit a report to the Committee on Ways and Means of the 
House and to the Committee on Finance of the Senate, stating why he has not 
made such adjustments or modifications or imposed such quotas. 

Now the 60 days will run out June 24. What I am trying to get 
at is this: You do believe a letter saying ‘‘I am suspending action,”’ 
complies with that provision? 

Secretary Duties. If it goes on as this letter does, Senator, to 
meet the requirement that he shall immediately submit a report. 

Senator ANpErRsoN. All right. 

Secretary Duturs. Stating why he has not made it. 

Senator AnpERsoN. All right. Go on. What did he say? 

Secretary Duties. The final paragraph of the President’s letter 
says “I am 

Senator AnpEeRson. I am not trying to avoid reading these, you 
understand. 

Secretary Duiixzs. Yes. The letter states that the President is 
not taking any present action because he is awaiting the action of the 
Congress on his proposed minerals stabilization plan which was 
submitted by the Secretary of Interior with the President’s ap- 
proval—and he goes on to say: 

This plan offers a more effective approach to the problems of the domestic lead 
and zine industries— 
and so forth, so I think the President’s letter whereby in effeet—— 

Senator ANpERSON. Which plan did he refer to, do you suppose? 

Secretary Duties. Which plan? 
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Senator ANDpRSON. Yes. 

Secretary Duties. He refers to a plan which was submitted by the 
Secretary of the Interior. 

Senator ANDERSON. Yes, but the Secretary of the Interior submitted 
two plans. We have no way of knowing which one he refers to. 

The present Secretary of the Interior submitted one April 15, 1958, 
and I was curious—I will have to ask you to accept my word for this, 
because I cannot prove it, except that I have it—but I submitted 
this suggested bill to a person in my office and asked him to get hold 
of the experts and see what they thought about this program and he 
said in a memo: 

Another thought I have on this situation is that now the Tariff Commission 
has made its recommendation to the President, the President could very easily 
say “I will not act on the recommendation because Secretary Seaton has pre- 
sented my plan to the Congress and I will let the Congress act on this,’’—knowing 
very well if Congress does act on it our foreign friends will not like it. 

In that way, however, he can be relieved of the embarrassment of acting on the 
Tariff Commission’s recommendation. 

This memorandum from my staff man is dated May 1, and on June 
19, the President got to doing exactly that, saying that: “TI have sent 
it up to the Congress. It is hoped the Congress will act expeditiously 
on this plan.” As a matter of fact, Mr. Secretary, the Congress had 
no intention of doing anything with the first of the so-called Secre- 
tary’s plan. Isn’t that your information? 

He could not even get it introduced and if you cannot get it intro- 
duced it just could not pass, could it? 

Secretary Duties. I don’t know. 

Senator ANDERSON. So he sent up another one and submitted that 
on the same day this message came up. 

Secretary of the Interior Seaton appeared before the Senate Interior 
and Insular Affairs Committee June 19 and now there is another bill. 

This bill is going to be introduced, I understand, by Mr. Murray, 
the chairman of the committee, and referred back to the committee 
to study. 

My only point is that actually, as Senator Malone pointed out, this 
language does not mean a thing. 

The President does not need to do anything and the President does 
not really do anything, does he, under this peril point suggestion that 
has been made in these problems that arise? 

You don’t find anything, do you 

Secretary Duties. I am satisfied that it is the President’s intention 
that something shall be done about it. 

Now I think he believes that the way to handle the situation is 
through such a stabilization plan as was submitted by the Secretary 
of the Interior, rather than by imposing higher duties or quotas. 

But 

Senator AnpEeRsoN. Let me just say to you for you—I do not 
quarrel with that, I think he does believe that but in this very com- 
mittee we had a House bill just as we were about to reach the end of 
the session a year ago and the Senator from Kansas, Mr. Carlson, will 
remember the situation. We had about five proposals to do something 
for lead and zinc. 

The Senator from Oklahoma, Mr. Monroney, introduced one and 
various others did. There was an industry plan, and because I have 
been very much interested in lead and zinc, I introduced finally the 
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so-called Anderson amendment to this bill, that provided for a plan 
for lead and zinc duties. 

It passed the Senate Finance Committee one morning, and then we 
got word from Mr. Cooper, who was then chairman of the Ways and 
Means Committee of the House, that he would not consider the bill. 
It was close to the end of the session. 

We have to be practical. There was not any point in killing one 
good bill in order to tack on a rider that could not pass. The answer 
to us was, “Don’t worry anyhow, the President is about to act on the 
recommendation of the Tariff Commission.” 

So the amendment is withdrawn, we reversed our action the very 
next day, and held it up. 

Now the action of the President on lead and zinc was to send us 
up a bill that a very quick examination of the Congress would have 
revealed that it did not stand one chance in a zillion of passing the 
Congress. 

That is the answer to the people who find our lead and zinc industry 
in distress. Every lead and zinc mine in my State is closed. They 
are pretty generally over the country. 

Mr. Secretary, that could not possibly be regarded as a diplomatic 
victory for the United States to get those mines closed. 

Secretary Dutuxs. No, but, of course, you are talking to me more 
= the domestic angles of this thing which I do not know as 
we 

Senator ANDERSON. Don’t you have to think there are domestic 
angles to reciprocal trade agreements? 

Secretary Duties. I do not know it as much as the Secretary of 
Commerce or the Secretary of the Interior does. 

Senator AnpEeRson. No, but the effect of negotiating these treaties 
can be to paralyze our industries. We had a proper duty on lead 
and zine until we got into this. 

Secretary Duties. Those agreements do not preclude action to 
increase the duties or to impose quotas. 

The only question is, as I understand it, what is in the President’s 
mined; it is that he believes that a stabilization program is more 
effective, taking into account both the national and the international 
situation, than this other course. 

But this other course is available under the law. 

Senator ANDERSON. It has been available, Mr. Secretary, to execu- 
tives since 1934, and no executive, be he a Republican or a Democrat, 
has ever wanted to take advantage of it because he says it disturbs 
our international relationships so why hold out any hope of it? 

From the days of reciprocal trade on, the mining industries and 
extractive industries have gone down. 

‘ ‘ do not wish to reopen the potash story, but it is just about as 
ad. 

The Treasury found that nations were dumping potash. Dumping, 
I think, is a bad practice in itself, and I think that the law ought to 
provide, as the Canadian law provides, that dumping is injury per se. 

When you find they are dumping, I don’t have to go any further. 

But we tried to say that it was injurious, and this committee 
reported an amendment favorably to the antidumping bill to find 
it was affirmative if the Commission failed to act within 3 months. 
You know that the law does not particularly require them to, but if 
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they fail to act within the 3 months, as we thought they should act, 
it should be regarded as an affirmative finding; also if the Commis- 
sion came up with another one of these 3 to 3 ties, that the home 
team should be regarded as winner of the ball game. 

Secretary Duties. But I believe, Senator, there is a separate bill, 
is there not, to deal with that dumping situation? 

Senator ANnpERSON. There is a separate bill, and I am trying to 
say to you we put that amendment on the bill. 

Secretary Dutuzs. Yes. 

Senator ANDERSON. It passed the Senate without a dissenting vote. 
The chairman of the comittee consulted the administration. I was 
sitting over there and he was sitting in his regular spot and he came 
all the way around to my side of the table to tell me it had been 
agreed to by the administration. 

It had been agreed to for the purpose of passing the bill through 
the Senate. 

As soon as it got out of the Senate, then the House Members were 
alerted to the fact it would not be acceptable to the State Department. 
The State Department is now holding up the antidumping bill because 
of the potash amendment and it is because of language that says we 
shall not change the 1947—I do not wish to try to quote it but it is 
section 201 (a) that requires some sort of a notice. 

Now, does Canada give any notice? 

If it finds dumping is going on, does it give any notice and conduct 
any hearing as to whether dumping is injurious or not. 

Canada finds dumping injury per se, ines it not? 

Ask your people. 

Secretary Dutuzs. I think that Canada is bound by the provisions 
of the General Agreement on Tariffs and Trade which requires that 
there must be not merely dumping but a finding of injury. 

Senator ANpERSON. Exactly; but the Canadian method of finding 
injury is by finding dumping only, as I am advised. 

I am no expert in this field but my people tell me that if you prove 
dumping that is injury per se in Canada. 

Your staff knows whether that is true or not. 

Secretary Duties. Apparently they do not, at least those who do, 
are not here at the moment. 

Senator ANprerson. I am corrected to say if there is a complaint 
and there would not be any finding of dumping if there was not a 
complaint—if there is a complaint and dumping is found that is 
regarded as injury per se. 

ut this country is prevented from passing that kind of legislation 
because it is bound by some other provision, yet all other countries 
can find that dumping injury per se. 

Secretary Duties. There is another answer, Senator, which is 
in this respect we live in kind of a glass house 

Senator ANDERSON. What do the Canadians live in, in a wigwam? 

Secretary Duties. The Canadians do not have the agricultural 
disposal surplus programs that we have, which involves selling 
agricultural products abroad and cotton, textiles, and the like, at 
prices below our domestic price. 

We are so vulnerable in that respect and so subject to reprisals on 
that account, that we do not want to be the ones that start out by 
saying anybody who sells anything abroad at less than the domestic 
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price automatically exposes himself to reprisals without regard to 
whether or not any injury is accomplished. 

Senator ANpERSON. Well, we are not trying to say that. That is 
the farthest thing from my mind. 

Secretary Duties. I thought—— 

Senator ANDERSON. But East Germany is dumping potash on the 
east coast of the United States. It is taking away the market of the 
normal American producer. The potash mine of the United States 
Potash Co., the oldest producer, has just been given a 5 weeks’ layoff 
to every employee of it, without pay. 

When we get the potash mines in the same shape we have got the 
lead and zine mines then of course that will be another victory under 
this reciprocal trading program. 

Secretary Duties. You say from East Germany? 

Senator AnpERSON. Yes, I say from East Germany. 

Secretary Duties. We do not have an agreement with East Ger- 
many. 

Senator ANpERSOoN. You have one with other parts of Europe. 
The original complaint was not against East Germany, but against 
other European countries. 

I am not going to belabor the point, Mr. Secretary. 

I want to point out that these are the things that make it difficult 
to vote for reciprocal trade. 

As you well know, I went on the House committee—— 

Secretary Duties. I can assure you, Senator, we are anxious to 
find and we are in the process of finding language for the dealing with 
this dumping situation which will effectively meet the problem that 
you refer to. 

Senator AnpuRsON. I agree with you, the language proposed would 
deal with dumping effectively by gutting the American potash pro- 
ducers. I am sorry to say that. But the only study I can make of 
the language was that it was worse than the present situation. He 
would not want it to be. I want to say for the record he tried hard 
and is working hard for the situation. 

The member he is working with, he says— 

Article 6 talks of material injury, and the United States statute talks only of 
injury. The United States is saved from a violation in this respect because of 
the protocol of provisional application of the GATT by which countries are 
advised to apply this provision only to the extent not inconsistent with legislation 
in effect on the date they became a party to the GATT. 

Now, at the time they became a party, we did not have any provision 
that the Tariff Commission had to find out something in 90 days. 

The first decision of the Tariff Commission, which is supposed to 
reach a decision, as I understand it, was the decision that it would not 
decide. That is the decision. That fulfills the law. 

It does not fulfill what I think is the moral obligation of the law, 
and we cannot even solve as small a problem as that. The European 
potash came to the United States and I admit this is a purely personal 
problem with us in our particular State because 90 percent, maybe 
more, of all the potash in the United States comes out of one or two 
counties in New Mexico, but the price was, let us say, about 31 cents 
a unit on the eastern seaboard. 

Our miners, after the war, went into a prolonged strike and tied up 
the American producers. 
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The Germans raised the price of potash to $1.05 a unit. 

Just as soon as the strike was settled our mines went into production. 
The Germans then dropped the price to 27 cents a unit. A man does 
not have to have been in business too long to know that is not a normal 
price fluctuation. That is dumping and we have tried to cure it for 
a long time and we get absolutely nowhere. 

We tried it with lead and zine and we got nowhere. 

I do want you to know when people who have heretofore voted 
religiously for reciprocal trade policies, start worrying about them, 
this may be some part of it. 

The able Senator from Kansas sat with me on the Ways and 
Means Committee of the House when extension came up in 1945. 

I was the newest member elected to the committee. The com- 
mittee was 12 for and 12 against a renewal. We had prolonged 
hearings for the record, but the only question was how that 25th 
member would vote. It did not matter, the rest of them were 
settled. The 25th member voted for reciprocal trade extension of a 
satisfactory nature, but when you see your lead and zine mines 
closed and know what has done it to them, when you see your potash 
mines starting to close, when your only other extractive industry is 
oil and you see trouble in oil, then you begin to have to wonder a 
little bit whether this is for the benefit of the United States or is not. 

I did want you to know that that has caused some people at least 
some concern. 

I appreciate that that brings on problems as well. But I do not 
believe that just citing a provision that the President will act within 
60 days satisfies us very well when the President’s decision at the 
end of 60 days is he won’t act because Congress has a bill before it. 
There will be a bill before Congress on the minerals question every 
day as long as the lead and zine mines are closed. 

It is a mighty poor excuse for not acting, I think, on the Tariff 
Commission’s recommendation. 

I do not say that——— 

Secretary Duties. I am sure, Senator, you do not mean to suggest 
that the President is not acting in good faith in this matter. 

Senator ANDERSON. I was just trying to say that as you spoke. I 
am sorry it looks as if you had to prompt me to say that. You did 
not have to. I was going to say that is not the reason why the Presi- 
dent has failed to act but there will always be a possibility that the 
President never need to act on any recommendation if the presence 
of a bill in Congress is to be regarded as an excuse, because as you 
know from the service which you had in the Senate when I enjoyed 
serving with you, there are always plenty of bills on every subject, a 
multitude of them, in the Congress somewhere. 

I was just hopeful that we might have had action on it. It was 
something which would have simplified the problem for a great many 
people. 

I am sorry I took too long. 

Thank you. 

Now, Senator Carlson? 

Senator Carison. Mr. Secretary, you have been most generous 
with your time and you certainly have been frank in your responses 
and I appreciate very much your testimony. 
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I want to concur in the statements made by our acting chairman, 
Senator Anderson, in regard to lead and zinc. 

That situation I am somewhat familiar with coming from the 
territory that had the tristate mining area in it and I know some of 
the problems, and I think he has handled that very well this morning 
and presented to you some of our problems in that field. 

I am going to have just a very few moments of your time, if I may, 
and I regret to keep you this long. 

I want to get into the section passed in 1955 in Public Law 86. 

It is the amendment to section 7, known as the Defense Amendment. 

I had something to do with writing that amendment. I participated 
in the debate when this bill was passed, and I would have liked to have 
interrogated Secretary Weeks on it but I did not have that oppor- 
tunity and I would not ask him to come back. 

Secretary Weeks is Chairman of the President’s Committee on Re- 
sources Policy and Energy Supplies, I believe, and he went into it 
briefly and you were very frank in your responses yesterday to Senator 
Kerr’s questions in this regard. 

I want to ask you one or two questions and for the record I would 
like to have this placed in the record and not read it. 

It is subparagraph (b), and I will just read the start of it: 

In order to further the policy and purpose of this section, whenever the Director 
of the Office of Defense Mobilization has reason to believe that any article is being 
imported into the United States in such quantities as to threat to impair the 
national security, he shall so advise the President, and if the President agrees 
that there is reason for such belief, the President shall cause an immediate investi- 
gation to be made to determine the facts. 

If, on the basis of such investigation, and the report to him of the findings and 
recommendations made in connection therewith, the President finds that the article 
is being imported into the United States in such quantities as to threaten to impair 
the national security, he shall take such action as he deems necessary to adjust 
the imports of such article to a level that will not threaten to impair the national 
security. 

On June 4 the President sent a memorandum to the Secretary of the 
Interior and stated—and I read this memorandum: 

I have approved the recommendations of the Special Committee to Investigate 
Crude Oil Imports as set forth in the attached report. 

I request you to put these recommendations into effect as rapidly as possible. 

That is a memorandum by the President to the Secretary of the 
Interior. 

On June 4, the Secretary of Commerce, Mr. Weeks, wrote to the 
President as follows: 

Dear Mr. Presipent: On May 28, 1958, you directed the Special Committee 
To Investigate Crude Oil Imports to consider and advise you of its findings and 
recommendations with respect to whether, in accordance with the memorandum 
of Mr. Gordon Gray, Director, Office of Defense Mobilization, it would be neces- 
sary in the interests of the voluntary program to specify maximum quantities 


of eae products which might be imported into the United States. 
he Committee’s findings and recommendations are submitted herewith. 


Here is the report of this Committee, and I am going to ask, Mr. 


Chairman, that this all be made a part of the record. 
Senator ANDERSON. That will be done at this point. 
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(The material referred to follows:) 


THE WuiteE Howse, 
Washington, June 4, 1968. 
Memorandum for the Secretary of the Interior. 
I have approved the recommendations of the Special Committee To Investigate 
Crude Oil Imports as set forth in the attached report. 
I request you to put these recommendations into effect as rapidly as possible. 
Dwicut D. E1sENHOWER. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., June 4, 1958. 
The PRESIDENT, 
The White House. 


Dear Mr. PRESIDENT: On May 28, 1958, you directed the Special Committee 
To Investigate Crude Oil Imports to consider and advise you of its findings and 
recommendations with respect to whether, in accordance with the memorandum 
of Mr. Gordon Gray, Director, Office of Defense Mobilization, it would be neces- 
sary in the interests of the voluntary program to specify maximum quantities of 
petroleum products which might be imported into the United States, 

The Committee’s findings and recommendations are submitted herewith. 

Respectfully yours, 
Stnctaink WEEKs, Secretary of Commerce. 


REpPorRT ON IMPORTS OF PETROLEUM PRopUCTs BY THE SPECIAL COMMITTEE To 
INVESTIGATE CRUDE O1L Imports, JUNE 4, 1958 


In its reports of July 29, 1957, on districts I to IV and of December 12, 1957, 
on district V the President’s Special Committee To Investigate Crude Oil Imports 
recognized that it would be possible for companies to circumvent the voluntary 
oil import program by the importation of distilled products. It was recommended 
in both reports that the Office of Defense Mobilization and the Department of 
the Interior follow this situation closely. 

On May 28, 1958, the Director of the Office of Defense Mobilization concurred 
in the opinion of this Committee that in order effectively to discharge the Com- 
mittee’s responsibilities with respect to crude oil, the Committee should have 
cognizance of all aspects of the matter of the importation of petroleum and its 
products. Additionally the Director reported that there had recently come to 
his attention reports of projected plans of some importers, which if carried through, 
could bring about a substantial increase in the level of products importation, which 
could seriously affect the voluntary program as now established. Accordingly 
the Director of the Office of Defense Mobilization advised the President that his 
certification of April 23, 1957, requires cognizance of the whole field of petroleum 
and its products and the President has instructed this Committee to be governed 
accordingly. 

This Committee has also considered whether, in view of this certification and 
instruction, it will be necessary to specify the maximum quantities of petroleum 
products which may be imported into the United States. In its consideration of 
this question, this Committee has carefully considered both the domestic and the 
foreign relations aspects of the national security. Its findings and recommenda- 
tions are as follows: 

1. Residual fuel oil.—In its report of March 24, 1958, this Committee noted 
that the review by the Director of the Office of Defense Mobilization indicated 
that no restrictions on the importation of residual oil were necessary at that time. 
The Committee has carefully examined the pertinent current data in imports, 
domestic production and consumption of residual fuel oil. It finds that present 
imports of this product do not constitute a threat to the voluntary program and 
recommends that no action be taken at this time with respect to such imports. 

2. Other petroleum products —The commercial imports under this group con- 
sist largely of asphalt, distillate fuel, finished gasoline, unfinished gasoline, and 
other unfinished oils. 

(a) Unfinished gasoline and other unfinished oils: The Committee believes that 
if commercial imports of unfinished gasoline and other unfinished oils increase 
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beyond the currently prevailing level, such.imports may constitute a threat to 
the voluntary program. The Committee therefore recommends that importing 
companies voluntarily limit their imports of such unfinished gasoline and other 
unfinished oils to this level during the remainder of the calendar year 1958. As 
soon as practicable the Administrator will promulgate administrative procedures 
as required, governing the importation of such unfinished gasoline and other 
unfinished oils. 

(b) Asphalt, distillate fuel and other miscellaneous produets: The Committee has 
concluded that the current level of commercial imports of asphalt, distillate fuel, 
and other miscellaneous petroleum products do not constitute a threat to the 
voluntary program and recommends that no action be taken at this time with 
respect to such imports. 

(c) Product imports by United States Government agencies: Sinee the Com- 
mittee’s March 24, 1958, report, steps have been taken by the United States 
Government agencies involved to incorporate the provisions of the Buy American 
Act in their procurement policies with regard to the purchase of petroleum 
products including jet fuel. 

3. Review.—The Committee further recommends that the situation with respect 
to the importation of petroleum products be kept under constant review and that 
the Committee be kept advised of the facts both by the Director of the Office of 
Defense Mobilization and the Administrator of the Voluntary Import Program. 

Respectfully submitted. 

C. Doveias DILLON, 
(For Secretary of State). 
Donautp A. QUARLES, 
(For Secretary of Defense). 
Rosert B. ANDERSON, 
Secretary of the Treasury. 
O. Hatrietp CHILSON, 
(For Secretary of the Interior). 
JaMEs T. O’CoNnNELL, 
(For Secretary of Labor). 
SINCLAIR WEBKS, 
Secretary of Commerce, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OrFIcE oF DEFENSE MOBILIZATION, 
Washington, D. C., May 28, 1968. 
Memorandum for the President: 

On April 23, 1957, I advised you as follows: 

‘‘Pursuant to section 7 of the Trade Agreements Extension Act of 1955 * * * I 
have reason to believe that crude oil is being imported into the United States in 
such quantitites as to threaten to impair the national security.” 

Subsequently, you appointed a Special Committee To Investigate Crude Oil 
Imports and you have, from time to time, received and acted upon its recom- 
mendations with respect to a voluntary program for restricting the importation 
of crude oil. 

During the existence of this voluntary program, I have sought to keep abreast of 
developments in the whole field of the importation of petroleum and its products 
and have found no basis to make a separate certification to you with respect to 
products. During this same period your Special Committee has also sought to 
watch the situation to guard against any circumvention of the voluntary plan by 
the importation of products. 

The Honorable Sinclair Weeks, Chairman of the Special Committee has now 
advised me that it is the judgment of the Committee that in order effectively to 
discharge the responsibility which you have laid upon it with respect to crude 
oil, it should have cognizance of all aspects of the matter of the importation of 
petroleum and its products. I believe there is merit in the Committee view. 
Additionally, there have recently come to my attention reports of projected plans 
of some importers which if carried through, could bring about a substantial 
increase in the level of products importation, which would seriously affect the 
voluntary program as now established. 

I therefore advise you that my certification of April 23, 1957, requires cog- 
nizance of the whole field of petroleum and its products and I recommend to you 
that you instruct the Special Committee to be governed accordingly. 


Gorpon Gray, Director. 
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Senator Cartson. I notice this Committee is a Special Committee 
To Investigate Crude Oil Imports. 

I would like to ask you, Mr. Secretary, if this is a new committee 
or if this is a continuing committee? 

I notice Mr. Dillon is representing the Secretary of State; Donald 
Quarles, Secretary of Defense; Secretary of Treasury, Mr. Anderson; 
O. Hatfield Chilson for Secretary of the Interior; James T. O’Connell 
for the Secretary of Labor; and Mr. Weeks is the Chairman. 

This is not the same Committee as the Committee on Resources 
Policy and Energy is it? 

Secretary Duties. No, sir. 

Senator Carison. It may be the same individuals——— 

Secretary Duties. No, sir; this is a Special Committee that was 
constituted prior to this report, and indeed made earlier reports to 
the President. 

I was a member of that Committee and, as I have testified, I myself 
personally attended most of the meetings of that Committee and I 
think I personally signed at least two preceding reports dealing with 
this field. 

Senator Cartson. I am bringing this up because I want to read 
1 or 2 sections of it. 

I notice in this report, which is dated June 4, so it is very recent, 
that this Committee in this report states that they are now concerned 
about the importation and are going—I am going to read it to be 
exact: 

On May 28, 1958, the Director of the Office of Defense Mobilization concurred 
in the opinion of this Committee that in order effectively to discharge the Com- 
mittee’s responsibilities with respect to crude oil, the Committee should have 
cognizance of all aspects of the matter of the importation of petroleum and its 
products. 

Now that will be getting into a new field if we should decide to 
limit imports based on anything other than crude oil; is that not 
correct? 

Secretary Duties. That is quite right. 

The Committee is watching all of the products. So far it has not, 
as I understand it, felt it necessary to do anything about the residual 
oil situation. 

Senator Cartson. But I am to understand that residual fuel oil 
and petroleum products, unfinished gasoline, unfinished oil, asphalt, 
distillates, are all being studied. 

Secretary Duties. They are all covered by this mandate of this 
Committec. 

Senator Carutson. I am going to read one important sentence: 

Additionaily the Director reported that there had recently come to his atten- 
tion reports of projected plans of some importers, which if carried through, 
could bring about a su'stantial increase in the level of products importation, 
which could seriously affect the voluntary program as now established. 

Do I understand from that stetement that you have information 
that this voluntary program may be threatened? 

Secretary Duties. There is a certain danger to the program due 
to the fact that some companies have indicated unwillingness to 
accept its recommendations. 
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Now although the program is a voluntary program, in fact there 
are ways of putting a certain amount of teeth into it and companies 
which do not comply with this are under certain disadvantages with 
respect to Government purchases and other things of that sort. 

In other words, where the Government has a choice on whether to 
deal with with companies that comply or do not comply we deal with 
companies that comply and not with companies that do not comply, 
and there are various ways of putting teeth into this program. 

It could be broken down if there were excessive violations which 
were, you might say, not absorbed by other members of the industry. 

I think the industry, as a whole, realizes that if you move from 
voluntary restraints into the field of legal quotas that carries you 
inevitably from one step to another until you have a very leroe degree 
of socialization of the whole industry, which is not desired, certainly 
by the present members of the industry, and I think by others, and 
the result is that there is a very strong effort being made within the 
industry to make these so-called voluntary controls, in fact, effective, 
and I think they have been very effective. 

There have been some threats to them but the plan is working 
pretty successfully up to the present time. 

Senator Caruson. Mr. Secretary, I want to state that when I helped 
write that section in the 1955 act, I was most hopeful that we would 
not have to have anything but voluntary programs. 

Secretary Duuuss. Yes, sir. 

Senator Carison. I was opposed to mandatory controls then and 
I am opposed to them now, but sometimes I get concerned that we 
are not able to cope with the problems under its present law. 

Now, according to estimates furnished me which are based upon 
reports of the importing companies filed with the Texas Railroad 
Commission the outlook for the third quarter of this year is that 
imports of petroleum products will exceed 600,000 barrels daily which 
represents an increase of petroleum products of 40 percent over the 
third quarter of 1957, and an increase of 100 percent over the third 
quarter of 1954, which is the year that we established, that is, the 
President, set up his Cabinet committee to study this ever-pressing 
problem, and in view of that alarming rate of increase, I begin to ask 
myself, can we, at this session of Congress, afford to report a bill out 
of this committee that, without our having some assurance we will have 
some restrictions on this? 

Secretary Duties. Of course there have been parts of this petro- 
leum-products business which had not been under control, and I think 
those go to make up the figures. 

Senator Cartson. That is correct. 

Secretary Duuues. I think in the area where the so-called voluntary 
controls have been established, the situation has been pretty good, and 
I am glad to note that within the last few days, I think the Texas 
Railroad Commission has increased from 8 to 9 days. 

Senator Carison. One day. 

Secretary Duties. The allowables 

Senator Carison. That is correct. 

Secretary Duties. And that is at least a step in the right direction. 

Senator AnpERson. If the Senator from Kansas will just pardon 
me, you can begin to understand though why many people are a little 
bit worried. Some of our States have. oil, lead, and zinc, and potash, 
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and no matter what they are, there is always some reason why help 
is not available. 

When you want help, the life preserver never quite gets to you. 

Secretary Dutuss. In this situation, Senator, the life preserver has 
gotten there. 

Senator ANDERSON. Any time it increases from 1954 figure by 100 
percent, after we thought we had the job done, I sat in many confer- 
ences with the Senator from Kansas and although I was not on this 
committee, we thought we had done something in 1954. We would 
have to admit that it was not very effective. 

Secretary Duties. I do not think you have to admit that, Senator. 
The area in which we dealt, the area of crude petroleum, there has 
been an effective reduction of imports. 

It has caused us a great deal of trouble. If you think that every- 
thing is sacrificed for foreign-policy considerations, I suggest you ex- 
amine what has happened in Canada and in Venezuela because of the 
restrictions that have resulted here and you will see that foreign-policy 
considerations have in fact been sacrificed, I hope not unduly sacrificed, 
to meet the spirit of this act through this system of voluntary controls 
which has cut down very materially the importations of crude petro- 
leum, so that it bears the same relationship to total production that it 
did several years ago. 

Senator Caruson. Mr. Secretary, I want to assure you I am most 
sympathetic with your problem because I have had something to do 
with this and I know some of the pressures you are under, because I 
know from the individual companies they are not all in accord on this 
as to the policy as to how it is to be handled and that is the reason I 
mentioned this and that is the reason I read this sentence and I am 
going to read it again, and I read it because of this threatened increase 
in the third quarter, not just crude oil but all forms of oil.. 

Secretary Duutuzs. Yes. 

Senator Cartson. And derivatives. ‘Additionally the Director 
reported that there had recently come to his attention reports of 
projected plans of some importers, which if carried through, could 
bring about a substantial increase in the level of products importa- 
tion, which could seriously affect the voluntary program as now 
established.” 

And I want to have some assurance that this committee is going 
to continue to study this with the hope and the thought that these 
additional increased imports, should they develop, no matter whether 
from crude oil, residual oil, or any other derivative that the entire 
picture be taken into account. 

Secretary DuLuLEs. Senator, you can have that assurance categori- 
cally, and [ think you can have confidence in it because the report of 
the danger which you read here is a report which comes from this 
committee which shows that it is vigilant in watching the situation. 

Senator Carison. Well, Mr. Sec retary, I appreciate ° your frankness 
and I appreciate your appearance, and I regret I took so much time. 

Secretary Duties. You have taken very little time. 

Thank you. 

Senator ANpERsON. [| think the Senator from Kansas is in about the 
same situation we would be in if they started to import wheat from 
Canada, and being a wheat State, the State Department does not 
wolry, they will not import a lot of bread. Now they will bring in 











220 TRADE AGREEMENTS ACT EXTENSION 


ome, bran, and a little wheat germ, but they will not bring in any 
wheat. 


It does not do much good as long as they try to bring in all the rest 
of these things. 

Mr. Secretary, I am sorry we kept you so long. 

We hoped to get you out of the trenches by 12 o’clock. 

The chairman has asked that I insert in the record of the hearings 
following the oral presentations by the Secretary of State and the 
Secretary of Commerce, the following statements of views of other 
departments and governmental agencies: Acting Secretary of Labor, 
James T. O’Connell; General Counsel of the Department of Defense, 
Robert Dechert; the Director of the Office of Defense Mobilization, 
Gordon Gray; Secretary of Agriculture, Ezra Taft Benson; Hatfield 
Chilson, Under Secretary of the Interior; William B. Macomber, Jr., 
Assistant Secretary of State; and United States Tariff Commission. 

(The reports referred to follow:) 

(See also report of the Treasury Department, p. 415.) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., June 19, 1958. 
Hon. Harry F. Byrp, 
Chairman, Commitiee on Finance, 
United States Senate, Washington, D. C. 

Dear SENATOR Byrp: This is in reply to your letter of June 13, requesting a 
report from this agency concerning H. R. 12591, a bill to extend the authority 
of the President to enter into trade agreements under section 350 of the Tariff 
Act of 1930, as amended, and for other purposes. 

There can be no doubt that a high level of foreign trade is an important element 
of our national security. Mutually beneficial trade with nations of the free world 
strengthens our own productive machine and increases the economic potential 
of our friends and allies. The reduction of unjustifiable trade barriers through 
gradual and selective tariff reductions is necessary to an increased flow of this 
essential trade. Extension of the Reciprocal Trade Agreements Act and the 
amendments proposed by H. R. 12591 appear to be well designed to accomplish 
that objective and we are in favor of its enactment. 

Special mention should be made of the revision of the national security amend- 
ment proposed by section 8 of the bill. The proposed changes are generally 
designed to clarify procedures and criteria for dealing with threats to the national 
security arising from imports and to require reporting of actions taken when such 
threats are alleged. We believe that these amendments are in keeping with the 
purpose of the statute and are glad to support them. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that enactment of H. R. 12591 is in accord with the program 
of the President. 

Sincerely yours, 
Gorpon Gray, Director. 


STATEMENT oF GorDON Gray, DirEcToR or THE OrricE or DEFENSE 
MosinizATION ON H. R. 12591 


I welcome this opportunity-to comment on the special responsibilities of the 
Office of Defense Mobilization under the Trade Agreements Act. They appear 
in the so-called ‘‘national security” amendment which was added to the act by 
the Trade Agreements Extension Act of 1955 and which now appears in section 8 
of H. R. 12591 in the revised form approved by the House of Representatives. 

Congress delegated authority to the Director of the Office of Defense Mobiliza- 
tion for the initiation of procedures to deal with threats to the impairment of the 
national security arising from imports, and the purpose of this statement is to 
outline the manner in which the Office of Defense Mobilization has undertaken 
the discharge of that responsibility and to comment briefly on proposed revisions 
in that responsibility now before your committee. 

Of course, we also have a continuing interest in foreign trade policies and 
practices generally, in the sense that they affect our total national security posi- 
tion and have a bearing upon the development and maintenance of our mobiiza- 
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tion base. As examples, our stockpiling responsibilities take us into the area of 
foreign trade; and the President has assigned us the task of determining for what 
critical materials foreign funds obtained from the sale of agricultural surpluses 
may be expended. 

In these and other ways, the Office of Defense Mobilization becomes involved 
in issues concerning imports because of the relationship of those issues to the 
national security or the maintenance of the mobilization base. 

However, the special assignment to the Director of the Office of Defense Mobili- 
zation under the Trade Agreements Extension Act of 1955 has provided for the 
first time a means and forum through which any threat to national security 
caused by imports might be reviewed and considered. 

It is important to emphasize, however, that there has sometimes been a tend- 
ency to interpret the national security amendment as a substitute for the “‘escape 
elause.”’ Our administration of the amendment has sought to cut across this 
interpretation and to make clear that, in fact, it provides a basis for action only 
in cases where imports threaten the national security by impairing or inhibiting 
the creation of essential productive capacity, required skills, or other factors 
essential in times of emergency. Whereas the essential function of the Tariff 
Commission under the “escape clause’”’ is the determination of injury to industry 
from imports, we are concerned with discovering any threatened impairment of 
the national security, whether or not injury to a domestic industry is involved. 

In support of actions initiated under the national security section up to this 
time, we have undertaken to provide flexible procedures which could be adapted 
to the specific requirements of each situation presented to us. For instance, the 
Office of Defense Mobilization has made it a practice to hold public hearings if it 
has appeared that such hearings would provide an effective means of acquiring 
useful facts and viewpoints. In such cases, the primary purpose of hearings has 
been to obtain information and to advance investigation of the relevant facts, 
rather than to be adversary in nature. Information obtained from such public 
hearings is then studied and analyzed in the light of other facts at hand. 

In all cases, whether or not hearings are held, other agencies of the Government 
familiar with the subject matter and possessing information, expert advice, or 
specialized experience are consulted to obtain their views and knowledge. Some- 
times the necessary investigations are undertaken through the establishment of 
interagency task groups specifically brought together for that purpose and, in 
other cases, the bulk of the pertinent information becomes available through the 
formal statements of the various agencies consulted. The net result of these 
various processes has assured the Director of the Office of Defense Mobilization 
that all the information and advice available is in turn made available to him in 
reaching a final judgment. 

As has been pointed out in the course of the discussion of this subject, the issues 
are seldom crystal clear in many of these situations. Also, some industries have 
found it very difficult to provide or assemble data to support a petition. Under 
these circumstances, after making every effort to check with other agencies and 
within the industry, we have kept some eases open rather than to deny them be- 
cause sufficient data were not quickly or readily obtainable. This has meant that 
a few petitions have remained in an inactive status for quite awhile, or have 
seemed to take a considerable time for processing. 

Finally, another noteworthy aspect of the national security amendment has 
been that, by its nature, it sometimes yields solutions which cannot be entirely 
final. The dynamics of trade and commerce in the setting of rapidly changing 
domestic and international developments impose a requirement that we be willing 
to reopen cases if petitioners indicate the availability of new information or if 
circumstances change. 

I think I need not elaborate the fact that the national security amendment 
may pose some very difficult problems and judgments. As I have indicated, 
the questions involved are only occasionally so clear cut as not to be arguable. 
This is particularly true because the level of imports with respect to a given 
commodity or industry is often only one of a number of factors which may be 
affecting the domestic producers and their capacity to meet mobilization require- 
ments. Likewise, the substantial changes in mobilization base and actual 
mobilization requirements brought about by ever-advancing scientific and tech- 
nological developments may well produce a different judgment from that which 
might necessarily have been reached in World War II, for instance. 

In any event, I can assure the committee that we take our responsibility under 
this act altogether seriously. If we are called upon to administer the revised 
section before your committee, we intend to continue to rely heavily upon the 
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advice of other governmental agencies and to give all petitions the most search- 
ing examination. 

In that connection, the revision of the national security amendment which 
has been approved by the House of Representatives has our support. In general, 
the proposed changes are designed to clarify administrative procedures and 
criteria and to require reporting of actions taken when threats to the national 
security arising from imports are alleged. We believe that they are in keeping 
with the purpose of the statute and that the revised provisions would provide 
an effective means of giving national security cases the attention they require. 

I would now like to describe briefly our operating experience under this amend- 
ment, and summarize the cases which have been before us. They have involved 
the following items: 


Crude oil 

Photographic shutters 

Stencil silk 

Fluorspar 

Wool felt 

Wooden boats 

Analytical balances 

Clinical thermometers 

Clocks, pin-lever watches, timers 
Jeweled watches 

Cordage 

Dental burs 

Fine mesh wire cloth 

Wool textiles 

Heavy electrical generating equipment 


CRUDE OIL IMPORTS 


In June 1957, after a finding by the Director of the Office of Defense Mobiliza- 
tion that there was reason to believe that imports of crude oil were threatening to 
impair the national security, the President established a Special Committee To 
Investigate Crude Oil Imports under the chairmanship of the Secretary of Com- 
merce. The Committee’s investigation of the effect of the trend of imports on 
national security led it to recommend, in July 1957, that a plan of voluntary 
limitations on imports be adopted by importing companies. The President 
accepted the Committee’s recommendations. 

The plan applied to all parts of the country except district V (Washington, 
Oregon, California, Arizona, and Nevada). When this exception was made, it 
appeared that imports into the west coast district would no more than make up 
the difference between demand and domestic crude oil production. Later in the 
year, however, the Committee found that imports into district V were increasing 
sharply and would also be at excessive rates unless action were taken to curtail 
them. Accordingly, the Committee recommended that a plan of voluntary 
restrictions also be adopted by importers in that area, and this plan became 
effective January 1, 1958. 

More recently, on May 28, 1958, I recommended to the President, in con- 
currence with the Special Committee, that the importation of petroleum products 
be placed under the cognizance of the Committee, in order to guard against any 
possible circumvention of the crude oil program. The President accepted the 
recommendation and, on the advice of the Special Committee, has directed the 
initiation of a program limiting the importation of unfinished gasoline and oils. 

The need for maintaining a balance between imports and domestic production of 
crude oil, in the interest of national security, arises from the probability that ex- 
cessive imports would weaken and might destroy the incentive for exploration and 
development of new domestic sources of supply. This conclusion was first put 
forward by the President’s Advisory Committee on Energy Supplies and Resources 
Policy in 1955 and was reiterated in 1957 by the Special Committee To Investi- 
gate Crude Oil Imports when it found that additions to domestic reserves had not 
been keeping pace with the increase in domestic consumption and that the sharp 
increase in imports then scheduled would bring about a further decline in domestic 
exploration and development activities. Taking all factors into consideration, 
including the importance of foreign oil resources to our national security and the 
importance of the United States market to the oil exporting countries of the free 
world, the committee found a need for achieving some reasonable balance between 
imports and domestic production at this time. Its recommendations for a pro- 
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gram of voluntary restrictions by importing companies were framed with a view 
toward flexibility. 

The voluntary plan is administered by the Department of the Interior and the 
need for continuing it will be reviewed periodically. The Special Committee 
remains in existence to keep the situation under continuing study. 

In the case of residual fuel oil, imports have caused complaints from the domestic 
coal industry and we initiated some months ago a reporting service to watch the 
trends of such imports. As recently as June 4, 1958, the Special Committee found 
that residual fuel oil imports into the United States do not threaten to impair the 
national security. Nevertheless, the Office of Oil and Gas of the Department of 
the Interior has undertaken the task of preparing a monthly table summarizing 
the results of importers’ replies as to their actual and projected imports of residual 
fuel oil. These statistics are referred to the Presidential Advisory Committee on 
Energy Supplies and Resources Policy, which concurred in the desirability of 
initiating the reporting service and which meets monthly on the subject, to enable 
it to be continually made aware of the effects of residual oil imports as they relate 
to the national security and thus to be in a position to make appropriate recom- 
mendations. 

OTHER CASES 


Of the other cases under the national security amendment, each case has its 
own history and background and there follows a brief description of each. 

The petitions for photographic shutters and for stencil silk were withdrawn by 
action of the submitting industry groups. 

The petition for fluorspar was canceled at the request of the petitioners after the 
Office of Defense Mobilization had scheduled a public hearing. This action was 
taken to allow time for the industry to evaluate the effects of the Government 
purchase program authorized by Public Law 733, 84th Congress, which legislation 
was passed before thé date scheduled for the fluorspar hearing. 

The Felt Association requested the postponement of action on its wool felt 

etition pending the results of its escape clause action before the United States 
ariff Commission. We have acquiesced in this request. 

Action on the petition for wooden boats has been delayed because of the peti- 
tioning association’s difficulty in obtaining information from its members. The 
association agreed to revise and supplement its petition at a later date, if it 
decided to pursue the matter. We have agreed to hold the case open for an addi- 
tional period. 

In the case of the petitions for analytical balances and clinical fever thermom- 
eters, the respective petitioning association and guild agreed to restudy their 
petitions and supporting data with members of their industry. In May 1957, 
both petitioners notified the Office of Defense Mobilization of their continuing 
interest and intent to file supplementary data for their respective petitions. Such 
data have not yet been filed. 

A public hearing was held by the Office of Defense Mobilization on January 
7-9, 1957, to hear arguments for and against the petitions of the clock, pin-lever 
watch, timer, and jeweled watch industries. The material obtained on these 
cases occasioned the active study and continuing cooperation of the Department 
of Labor, the Department of Defense, and the Business and Defense Services 
Administration (Commerce), among others. Because of the complexities of this 
case, it received the most intensive and exhaustive examination, and it was not 
until February 28, 1958, that I was able to announce my conclusion that imports 
of jeweled and pin-lever watches were not threatening to impair the national 
security. 

A public hearing was held on September 11-12, 1956, on the petition regarding 
imports of hard fiber cordage and twine. On March 7, 1957, the Director of the 
Office of Defense Mobilization rendered a negative decision on the cordage peti- 
tion, finding that imports of hard fiber farm and industrial twines were not 
threatening to impair the national security within the meaning of the section. 
On July 1, 1957, the Cordage Institute, on behalf of its industry members, re- 
quested reconsideration of this decision. After a preliminary examination of the 
brief submitted with the request for reopening, the Cordage Institute and others 
interested were notified on August 20, 1957, that a further study had been ordered, 
including a review of the March 7, 1957, decision. With the help of other agencies, 
this comprehensive study and review were concluded earlier this year and on 
May 6, 1958, the March 1957 decision was upheld on the ground that the review 
indicated imports are not threatening to impair the national security. 
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A petition on dental burs was filed during May 1957 and the processing of the 
case was concluded. However, on August 28, 1957, just prior to a decision, the 
American Dental Trade Association withdrew this petition. Within the last 
2 weeks, this petition has been refiled and is now being studied. 

A petition on fine mesh wire cloth remains inactive, with the industry’s concur- 
rence, awaiting the handling of an escape clause petition the industry has also 
filed. The Tariff Commission has just concluded initial hearings in this matter 
and now has the case before it for decision. 

A petition on wool textiles was filed in 1956 and public hearings were held 
June 3-4 1957. After investigation, this petition was denied on January 6, 1958. 

Finally, on March 7, 1958, the General Electric Co. and others filed a petition 
indicating their belief that Government procurement of imported heavy electrical 
generating equipment constituted a threat to the national security. A compre- 
hensive examination of this petition is now being conducted with the assistance of 
all the agencies involved. 

The cases which may now be said to be active or open are those involving fine- 
mesh-wire cloth, analytical balances, clinical fever thermometers, wooden boats, 
wool felt, dental burs, and heavy electrical-generating equipment. 

It may be noted from what I have said that the interest of the Office of Defense 
Mobilization in the pending legislation tends to be of a specialized character. In 
that narrow sense, as I have indicated, it seems to me that the national security 
amendment has provided a necessary opportunity to review and consider threat- 
ened impairment of the national security arising out of imports and that the 
proposed revision before your committee will appropriately support continuing 
review and consideration. 

Finally, although it goes beyond the direct responsibilities of the Director of 
the Office of Defense Mobilization, I should like to emphasize my support of the 
proposed legislation as a whole for the reasons advanced by the President. 





STATEMENT OF JAMEs T. O’ CONNELL, ACTING SECRETARY OF LABOR, ON EXTENSION 
OF THE TRADE AGREEMENTS ACT 


Mr. Chairman and members of the committee, I am pleased to submit this 
statement in support of the 5-year extension of the Trade Agreements Act, as 
embodied in H. R. 12591. I shall direct my comments to those aspects of this 
proposed program which directly concern the welfare of the American workers. 

Foreign trade generates employment. This is one indisputable fact that 
emerges from any consideration of the foreign commerce of this Nation. 

We in the Department of Labor have estimated that the jobs of about 4% 
million workers are attributable to the activity created by foreign trade. This 
is about 1 out of every 14 workers in the United States. These 4'4 million workers 
comprise 4 major groups. By far the largest of these 4 is the group composed 
of 2'4 million nonagricultural workers in our factories producing goods for export 
and in the clerical, manual, transportation, and communication activities asso- 
ciated with actual shipment and exporting. In addition, agricultural exports 
account for the employment of approximately 600,000 agricultural workers. 

Imports of foreign-produced goods also generate employment opportunities in 
the United States. hese employment opportunities come about in the first 
instance because imported goods must be transported and distributed within the 
United States, either to distributors or to industrial enterprises which process the 
imported materials. Over 500,000 workers in the United States are engaged in 
jobs in this transportation and distribution process. Then, there are about 
850,000 workers who are employed in the “first factory processing”’ of imported 
materials, which includes such activities as roasting and grinding coffee or making 
alumina from imported bauxite. 

These 4 groups I have described fall into 2 components which comprise the 
total of 4.5 million workers whose jobs are attributable to foreign trade. Approx- 
imately 3,100,000 American workers are involved in our exports from industries 
and agriculture, while the importation of goods from foreign countries provides 
jobs for a total of almost 1,400,000 workers. 

This figure of 4.5 million has been used extensively in discussions of our foreign- 
trade program. In this connection, I might point out that the figure is a product 
of studies made during the past 10 years. The first figures on employment attrib- 
utable to export industries were published in 1947 on the basis of data from the 








the 
the 
ast 


ur- 
lso 
ter 


eld 
58, 
ion 
cal 


Vee 


TRADE AGREEMENTS ACT EXTENSION 225 


Department of Labor and other Government agencies. The current figure was 
first published in the Compendium of Papers on Foreign Economic Policy, pub- 
lished for the use of the Subcommittee on Foreign Trade Policy of the House Ways 
and Means Committee. 

I am sure you are interested in the relationship of our present unemployment 
to foreign trade. An analysis of the situation in the industries which have had 
the greatest employment declines in recent months has been made in the Depart- 
ment of Labor. It appears that exports helped to cushion the declines in employ- 
ment in the very industries which have experienced the largest drops in production 
and employment. Thus, the extension of the Trade Agreements Act would have 
a beneficial effect to the degree that the conclusion of new trading arrangements 
over the next 5 years would create more opportunities for the exportation of 
American goods and services in the long run. 

In this connection, I am sure we all agree that our national economy must 
continue to expand. Our attention should be focused on this goal of expansion, 
and I believe expanding world trade will contribute to it significantly. 

I believe that the net effect of foreign trade is beneficial to the American worker. 
However, I realize that there are and can be specific problems arising from com- 
petition from imports. Where such problems occur, fr. R. 12591 would provide, 
through peril-point and escape-clause procedures, adequate machinery to protect 
the American worker in the event of a serious injury or a threat of such injury. 

In connection with the extension of our foreign-trade program, certain proposals 
for specific aid to communities, businesses and individual workers have been 
mentioned as alternative devices to providing tariff relief where there is a finding 
of serious injury under the escape-clause procedures. I believe we should con- 
tinue to rely on tariff relief under such circumstances. In other circumstances, 
it is more desirable to rely on programs of general application, such as programs 
for area redevelopment and the basic unemployment compensation system with 
improvements in both the amount and the duration of State unemployment 
benefits. 

I would also like to make some observations on the allegation which is frequently 
made, and usually with reference to specific countries, that differentials in wages 
between the United States and other countries constitute unfair competition in 
foreign trade in certain industries. 

If this allegation were true, it would not be possible for the United States to be 
the leading export nation of the world. In all markets from which our products 
are not restricted because of exchange problems, we compete successfully in a 
wide range of items. This alone is ample evidence that in and of themselves 
high wage levels are not a deterrent to competition in international markets. 

Finally, I would like to comment on the foreign policy aspects of this problem as 
they affect American workers. The President has said that the extension of this 
program is needed to strengthen the economies of our trading partners as well as 
our own in order to strengthen the free world in its effort to meet the challenge of 
Soviet communism. This is vital to the welfare of the American worker. The 
American labor movement has recognized the stake that American workers have 
in the labor standards and level of living of all other workers in the free world 
and has for many years concerned itself with this problem. The United States 
Government, in its objectives in the international labor field, has also recognized 
this basic principle. 

The President pointed in his message to the necessity of meeting the new chal- 
lenges of the Soviet Union in the economic field, and has characterized this 
challenge as a test of our free enterprise system. The interests of the American 
worker require that this test be met successfully. His prosperity is enhanced if 
we can continue to sell a substantial amount of goods in other countries. This can 
be done only if other free countries can earn the purchasing power to buy these 
products—a process which depends basically on the ability of those countries and 
their workers to produce goods to sell to us. In this connection, I would remind 
you that the more highly developed countries are this country’s best customers for 
our exports. 

For these reasons, expanded foreign trade—both exports and imports—con- 
tributes to the economic growth of both America and the rest of the free world. 
It is a two-way process: They both grow, or neither grows. 
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GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., June 18, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of Defense with respect to H. R. 12591, 85th Congress, the proposed 
Trade Agreements Extension Act of 1958. 

The Department of Defense has consistently supported the trade agreements 
program, which has been in effect since 1934. It considers the extension of the 
authority for 5 years to be highly important, and favors the enactment of the 
legislation in question. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report and that the enactment of this proposal would be in accord with 
the program of the President. 

Sincerely yours, 
Rospert DECHERT. 


STATEMENT BY SECRETARY OF AGRICULTURE Ezra Tarr BENSON IN SuPpPORT 
OF THE RENEWAL OF THE TRADE AGREEMENTS EXTENSION AcT oF 1958 


I welcome the opportunity to appear before this committee in support of the 
5-year extension of the authority of the President to enter into trade agreements. 
I endorse without reservation the bill as it passed the House of Representatives. 

Here is our position: 

1. American farmers are among the most efficient in the world. They annually 
produce more agricultural products than we can use at home. This is particularly 
true of certain crops and products. Thus, if American agriculture and its farmers 
are to continue to use their resources to the fullest extent we must maintain and 
expand both domestic and foreign outlets for farm products. 

2. We believe the proposed legislation supports an increasing market for United 
States farm products. 

This ability to outproduce domestic needs has been with us for several years. 
It still confronts us today. The ‘crop prospects” map in the Department of 
Agriculture’s June 10 crop report shows ‘‘good to excellent’? in much of the 
United States. 

The 1958 wheat crop, for example, now gives added promise of reaching a near 
record total of 1,271 million bushels. For winter wheat the prospect surpasses 
the previous record 1952 crop which took nearly 9 million more acres to produce, 

I’m sure wheat growers are rejoicing over the prospects of a good crop, because 
they have suffered from drought in the past few years. Nevertheless, the wheat 
crop in prospect is more than twice our domestic requirements. 

here is a real need for this wheat, as well as other excess United States farm 
products, in foreign areas, especially where economic development is on the 
upsurge. 

Our high level of agricultural exports in the past 2 years has helped bolster 
farm income, even though industry has experienced some domestic setbacks. 
We need to pursue an enlightened foreign trade policy to maintain and expand 
this high level of exports, because high exports relieve the burden of big agri- 
cultural production at home. Such a course is to the mutual interest of the 
United States and its trading partners. 

Let us examine why we in the Department of Agriculture believe that favorable 
action must be taken on the proposed Trade Agreements Extension Act. 


REASONS WHY AMERICAN AGRICULTURE NEEDS AN EFFECTIVE TRADE AGREEMENTS 
PROGRAM 


1. Abundant farm production.—American farmers live and move in an atmos- 
phere of striving to do things better. Our farmers are the most efficient in the 
world. Our farm population of 20 million people, less than 1 percent of the 
world’s population, produces one-fifth of the world’s output of red meat, and 
nearly one-third of the world’s milk. 

The technological revolution in American agriculture has brought us steadily 
rising output per acre and per animal. Since 1940 our per-acre yield of cotton 
has risen 67 percent; corn, 56 percent; and wheat, 40 percent. The 1957 yields of 
all major United States crops averaged 27 percent above the 1947-49 level. 
United States total agricultural output last year was one of the highest on record— 
yet it was produced on the smallest acreage since 1919. 
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This increased output has mainly resulted from the expanded use of science 
and technology by American farmers. They are using three times as much 
machinery and equipment and more than twice as many motor vehicles as they 
were in 1940. 

The American farmer today produces as much in 1 hour as he did in 2 hours 
in 1940, and in 3 hours in 1910. The prospects are good for further increases in 
our future agricultural production. 

The technological explosion of American agriculture has made foreign markets 
an essential outlet. Without such an outlet, American farmers literally would 
smother in their own commodity production. 

2. Limited market outlets in United States for farm products.—Although 85 to 
95 percent of our total agricultural production is consumed domestically, foreign 
markets provide an important outlet for such ‘‘problem’’ crops as wheat, cotton, 
tobacco (particularly flue-cured types), oilseeds, feed grains, and many other 
farm products. 

In the most recent marketing year, for example, foreign markets absorbed the 
equivalent of over half the wheat, cotton, and rice crops; over one-third of the 
soybean production; one-fourth of the tobacco; almost one-half of the tallow; 
and one-fifth of the lard production. 

The United States supplied one-fifth of the world’s fresh citrus fruit; one-tenth 
of the world’s fresh deciduous fruit; more than one-third of the world’s canned 
deciduous fruit; and about one-fourth of the world’s dried fruit. This represented 
exports of $230 million worth of fruit. It equaled about one-tenth of United 
States production. 

Exports of American farm products help to bring about a better balance between 
domestic production and markets. In fiscal year 1957, the Commodity Credit 
Cor poration investment was reduced by almost $1 billion. Over 70 percent of 
CCC stocks that moved were exported. 

3. High-level agricultural exports help the economic position of American farmers.— 
In the midst of a nationwide recession, American agriculture’s position is remain- 
ing relatively strong. Large exports are one of the contributing reasons. 

In contrast to the recent downturn in United States industry, mainly attrib- 
utable to a falling off in domestic demand, a slump in United States agricultural 
exports came about in 1953, an aftermath of the Korean conflict. Since then 
aggressive efforts have been made to rebuild agricultural exports, and results 
have been impressive. 

United States agricultural exports during the 1957 fiscal year reached an all- 
time high value of $4.7 billion, an increase over 1953 of 68 percent in value and 
about 94 percent in volume. New export records were estabished for wheat, 
soybeans, soybean and cottonseed oils, and rice. Exports of cotton were the 
highest in 25 years. 

A heavy flow of farm products to foreign markets is being maintained this year. 
In the current fiscal year, ending June 30, we expect United States agricultural 
exports to total around $4 billion. Though this would be down somewhat from 
last year, due mainly to reduced exports of wheat and cotton, it would still be the 
second, or possibly the third, best export year in history for American farm 
products. 

It is well to note, in this connection, that the dollar sales of United States 
agricultural products this fiscal year are expected to be at least as high as the 
near-record $2.8 billion of fiscal year 1957. Percentagewise, dollar sales this 
year are expected to be about 70 percent of total agricultural exports as com- 
pared with 60 percent in fiscal 1957. It should also be recognized that special 
Government programs, particularly Public Law 480, contributed substantially 
to the record level of agricultural exports in fiscal 1957. 

What we hope to do in the years ahead is to increase further the portion of 
United States agricultural exports that moves for dollars. We think that there 
is good possibility of doing ‘his for many commodities. Despite increasing foreign 
competition, dollar sales of tobacco should do quite well. We anticipate sub- 
stantial increases in dollar sales of cotton, wheat, rice, feed grains, fats and oils, 
and most fruits. 

We believe that dollar exports of American farm products could reach $44 
billion by 1965, or more than 50 percent above the present level of $2.8 billion. 
This projection is based on a continued expansion of the world economy, in an 
environment conducive to a mutually profitable exchange of products. 

But trade expansion does not come about automatically. The future of our 
dollar exports will depend on the kind of judgment on trade matters that we as 
a nation are able to exercise. Successful foreign marketing has three basic re- 
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quirements. One is that our farm products must have access to foreign markets 
so that foreign consumers have the opportunity to buy them. The second is 
that foreign consumers are able to earn dollars with which to buy from us. The 
third is that we operate constructive market development programs abroad. 

It is our sincere belief that the type of legislation we are considering today, 
more than any other single program, supports these basic requirements; giving 
access to foreign markets for our exports, and giving foreign customers, in turn, 
the.opportunity to earn dollars. Under Public Law 480 we are expanding our 
market development work. We should all take careful note that the inevitable 
result of lower exports is lower acreage allotments for the basic crops. 

4. What the trade agreements program has meant, and what its continuation will 
mean, to American agriculture—American agriculture today is maintaining a 
high level of exports within the framework of the trade agreements program. 
Nearly four-fifths of United States agricultural exports go to countries with which 
the United States has trade agreements, either under GATT or under bilateral 
agreements. 

In fiscal 1957 almost two-thirds of these exports—roughly the equivalent of 
$2.5 billion worth of farm product—moved under some form of trade concession 
granted to the United States under trade agreements. Nearly 80 percent of 
United States cotton exports, 90 percent of soybean exports, about 75 percent of 
unmanufactured tobacco exports, and about 80 percent of fruits and fruit product 
exports were moved under trade agreement concessions. 

During 1957, and thus far into 1958, many trade agreement countries have 
liberalized their import policies on one or more agricultural products from the 
dollar area. This easing of quantitative restrictions has resulted in part from the 
multilateral consultations held in Geneva under the auspices of the GATT. 
Many American farm products have benefited from this easing of restrictions. 
Examples are numerous in such commodity groups as fruits and vegetables, 
cotton, live-stock and its products, grains, fats and oils, and poultry products. 

The trade agreements program acts as a restraining influence on the tendency 
of countries to increase trade restrictions on agricultural products. A member 
country is inhibited from taking arbitrary action to exclude products from another 
country; it must be guided by the rules of the program. 

If we did not have the trade agreements program, there would be no impelling 
reason why many nations could not arbitrarily go as far as they wanted in limiting 
imports of our farm products. The program is our best single hope—through 
international cooperation—of keeping open and of deepening the channels of trade 
through which our farm products flow. 

American farmers recognize that two-way trade in farm products helps to 
expand foreign outlets. That is why many farm organizations in past years 
have testified in support of the continuation of the Trade Agreements Extension 
Act when it has come up for renewal before Congress. 

You and I know that we must buy from other people if we expect them to 
buy from us. The trade agreements program supports and encourages this 
basic necessity. The United States today is the world’s largest importer of all 
goods; we are the second largest importer of agricultural products. Examples of 
such imports are coffee, rubber, tea, bananas, sugar, and wool. These products 
contribute to a higher level of living for the American consumer. To provide 
substitutes for such products would entail an uneconomic use of our resources. 
A similar situation prevails in other countries. Moreover, these imports into the 
United States provide an important source of dollar earnings for our customers 
abroad. Thus, a relatively free exchange of goods among countries based on the 
law of comparative advantage results in mutual gain. 

There is a new element of urgency as we look toward the extension of the 
Trade Agreements Act. On January 1, 1958, the European Economic Community 
became a reality. The six governments of Germany, France, Italy, Belgium, the 
Netherlands, and Luxembourg are now establishing a common market. This 
truly revolutionary step has received the support of the United States. As the 
nations work toward a common external tariff, which will involve several years, 
it is important that countries outside the common market be able to negotiate 
freely. Only by keeping tariffs at the lowest possible level, and by encouraging 
the six members to do likewise, can they achieve an outward-looking policy, 
rather than become a restrictive and inward-looking group. Beyond this effort 
lies a larger European free-trade area, involving 11 additional nations. To bring 
these various trade changes into fruitful operation will require years of patient 
negotiations. A liberal policy, stable and definite, on the part of the United 
States, can contribute much to the common advance in world trade. 
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I should add that the trade agreements legislation we are considering today is 
consistent with our domestic agricultural program. It does not prevent the use of 
export subsidies, provided such subsidies are not used to capture an undue share 
of world trade. 

American agriculture is fully capable of continuing to move large supplies of 
farm products to foreign areas. In fact, it must do so if we are to prevent large 
and undesirable surplus accumulations. It is a fortunate coincidence that the 
abundant supplies from American farms can be one of the free world’s great 
resources in support of political stability and economic development. (As you 
gentlemen well know, the Communists are making a determined effort to pene- 
trate the less-developed free countries of the world with a strong economic offen- 
sive. Two-way trade is one of the weapons they are using. I have brought along 
today an analysis made by our people regarding this offensive. I recommend that 
you read it carefully. I think it shows clearly that we must strengthen our own 
trade ties with these countries.) 

By using our farm supplies judiciously now, in pursuit of these objectives, we 
ean build stronger commercial markets for the American farm products of to- 
morrow. This we hope to achieve with the help of the Trade Agreements Exten- 
sion Act of 1958. 

I have appreciated this opportunity of expressing my sincere thoughts about 
this important legislation. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C, 

DEAR SENATOR Byrkp: Your committee has requested a report on H. R. 12591, 
a bill to extend the authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended, and for other purposes. 

We recommend the enactment of this bill. 

This legislation, which has been acted upon favorably by the House of Repre- 
sentatives, will enable our Government to continue to pursue a course that will 
promote our commerce with other countries of the free world. We are in general 
accord with the provisions of this measure which includes the extension, for an 
additional 5 years, of the authority of the President to enter into foreign trade 
agreements under section 350 of the Tariff Act of 1930, as amended. 

We have been advised by the Bureau of the Budget that the enactment of 
H. R. 12591 would be in accord with the program of the President. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


DEPARTMENT OF STATE, 
Washington, June 30, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, United Slates Senate. 

DEAR SENATOR Byrp: The Department is pleased to respond to your letter of 
June 13, 1958, requesting a report on H. R. 12591, to extend the authority of the 
President to enter into trade agreements under section 350 of the Tariff Act of 
1930, as amended, and for other purposes. 

H. R. 12591 as approved by the Wiese has the full support of the administra- 
tion. It provides that during the next 5 years the President shall have available, 
under existing procedures further developed by amendments, adequate authority 
to conclude reciprocal trade agreements in the interest of the United States. 
It is based on an administration proposal which the President has described as 
essential to our national economic interest, to our security, and to our foreign rela- 
tions and as a powerful force in waging total peace. 

Kvents have moved rapidly in recent months, lending added force and urgency 
to the President’s words. New and disturbing incidents bear witness to growing 
uncertainty concerning the trade outlook on the part of some of our best neighbors. 
The Soviet trade drive among uncommitted developing nations has continued to 
grow. Altogether, it is difficult to overstate the importance of approval of H. RP. 
12591, which more than any other single act would affirm this country’s deter- 
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mination to support and lead a free-world movement to liberalize trade for some 
time to come, as it has done over the past 24 years. 

We believe that this affirmation alone would so encourage advocates of trade 
liberalization the world over that it would contribute materially to the further 
reduction of barriers which presently restrict United States exports and hamper 
world trade in general. It could not help but have a salutary effect upon the 
future trading policies and practices of our friends and allies. 

The safeguards of trade-agreement procedure, developed over the years and 
further implemented by the provisions of H. R. 12591, provide against any 
unforeseen adverse import developments that may threaten American interests. 
In the escape clause, domestic producers have access to a procedure safeguarding 
particular industries against serious injury from imports. In section 22 of the 
Agricultural Adjustment Act there is a procedure to safeguard against import 
interference with governmental agricultural programs. In the national-security 
amendment, ample scope exists to take necessary action to prevent imports from 
threatening to impair the national security. 

The national security provisions in particular are substantially amended by 
the new bill (sec. 8), so as to clarify the procedures to be followed and to 
assure a broad scope of investigation. On the procedural side, it is made explicit 
that ODM will investigate upon the application of any interested party; further 
investigation by the President after the Director of the ODM has reported his 
opinion that the national security is being threatened, is made optional rather 
than mandatory; a report on each case is to be published. Furthermore, a 
one-time summary report on administration of the amendment is to be submitted 
to the Congress by February 1, 1959. As to the scope and character of the 
investigation and the basis for decision, the law would retain all of its essential 
flexibility, but it would make clear that not only the quantity but also the cir- 
cumstances under which imports are entering, including their character and use, 
are to be studied. In arriving at determinations whether imports are threatening 
to impair the national security, the Director of ODM and the President are to 
include in their consideration domestic production needs, capacity of domestic 
industries to meet these requirements, existing and anticipated availabilities of 
human resources, products, raw materials and other supplies and services essential 
to defense, the growth requirements of such industries and supplies and services, 
including the investment, exploration and development necessary to assure such 
growth. A consideration of imports in terms of quantities, availability, character, 
and use is also explicitly required. 

The purpose and anticipated effect of the amendments is to strengthen the 
Executive in taking necessary action to avoid a threat to our national security 
through imports. Although special attention has been given, in the debates, to 
the position of extractive industries, it is also plain that the provision is not 
limited to any particular class or kind of product but may apply to any product. 
Finally, the President is not limited to a specific kind of action affecting imports, 
which may not be workable, in dealing with a threat of this kind, once he has 
determined that a threat exists. Thus, maximum procedural safeguards are 
coupled with maximum flexibility in action. 

his Department strongly supports the President’s position in favor of renewal 
of the Trade Agreements Act with the full authority contained in the House bill. 

American economic interest and American foreign policy objectives alike make 
it of utmost importance that the United States not only provide reassurance of 
the continuance of a trade policy appropriate to the times, but also that the 
legislation enable the President to prepare at once for a new general tariff negotia- 
tion with the countries which are in process of establishing a Common Market in 
Europe, to bring the new common tariff down to the lowest possible level so that 
American exports may compete with minimum difficulty with goods produced 
within the area. In order to succeed in this effort, it is essential that the Presi- 
dent’s authority be extended for the full 5 years as provided in H. R. 12591. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report and that enactment of H. R. 12591 is in accordance with the 
program of the President. 

Sincerely yours, 
Wri1am B. MacomsBer, Jr., 
Assistant Secretary 
(For the Secretary of State). 
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UnitTED States Tarirr CoMMISsION 
Washington 


MEMORANDUM ON H. R. 12591, 85rH Conaress, A Brut To ExteEND THE AUTHOR- 
ITY OF THE PrREsIDENT To EnTeER INTO TRADE AGREEMENTS UNDER SECTION 
350 or THE TariFF Act or 1930, As AMENDED, AND FOR OTHER PURPOSES 


SHORT TITLE 


Section 1 of the bill states the short title of the legislation as ‘“‘Trade Agree- 
ments Extension Act of 1958.’ 


EXTENSION OF PRESIDENT’S AUTHORITY TO ENTER INTO TRADE AGREEMENTS 


Section 2 of the bill provides for the extension of the President’s authority to 
enter into foreign-trade agreements under section 350 of the Tariff Act of 1930, 
as amended, from the close of June 30, 1958 (when his present authority expires), 
to the close of June 30, 1963. The Trade Agreements Act of June 12, 1934, 
originally atithorized the President to enter into foreign-trade agreements for 3 
years. This authority has been extended since then 10 times, for periods ranging 
from 1 to 3 years. This extension of authority is necessary only to permit the 
negotiation of new trade agreements; it is not necessary for the purpose of con- 
tinuing existing trade agreements. Existing trade agreements, and duty rates 

roclaimed to carry them out, will continue in force regardless of whether the 
resident’s authority to enter into trade agreements is extended beyond the close 
of June 30, 1958. 
NEW RATE-CHANGING AUTHORITY 


Rate increasing authority—Section 350 (a) (2) (A) of the Tariff Act of 1930 
limits the President’s trade-agreement rate-increasing authority to 50 percent 
above the rates existing on January 1, 1945. Section 3 (a) (1) of the bill would 
change the base date from January 1, 1945, to July 1, 1934. This would mean 
that, with the few exceptions where changes in duties were made between June 18, 
1930, and June 30, 1934, the base rates for the purposes of the 50-percent limitation 
on the rate-increasing authority would be the rates originally established in the 
Tariff Act of 1930. 

Between July 1, 1934, and January 1, 1945, a great many tariff reductions were 
made pursuant to the trade-agreements authority, many of them maximum reduc- 
tions (50 percent below the original tariff-act rates). Thus the change in the base 
date proposed in the bill for the rate-increasing limitation would permit greater 
rate increases on a large number of commodities—in many instances much greater 
increases—than are permissible under the existing law. On the other hand, be- 
cause of rate increases that occurred under the ‘‘flexible tariff’’ provision (sec. 336 
of the Tariff Act of 1930) between July 1, 1934, and January 1, 1945, the proposed 
amendment would in a few instances result in a lessening of the amount of per- 
missible increase. 

Under the Trade Agreements Act the rate-increasing authority is to be utilized 
when “required or appropriate’ to carry out a foreign trade agreement. This 
authority has rarely been utilized in connection with normal trade-agreement 
negotiations. Its use has been significant only in connection with the escape- 
clause procedure, where the authority has been utilized to increase duties to reflect 
modifications of trade-agreement concessions pursuant to the escape-clause pro- 
cedure. It is in this latter area that the rate-increasing authority would have 
significance in the future, and it is understood that it is in connection with the 
administration of the escape-clause procedure that the proposal for change in the 
base date is being made. Experience under the escape-clause procedure indicates 
that on occasion, particularly where specific rates are involved, the maximum 
permissible increase in duties under existing law may not provide an adequate 
remedy for the serious injury that is found to exist in a particular case. When- 
ever this should be the case, it is necessary to report to the quota authority. 
Authority to make greater increases in duties in connection with escape-clause 
action than is now permitted by law wovld in some cases reduce the need for 
resort to quotas. 

In the case of products whose duty-free status has been bound in a trade 
agreement, there is no authority for imposing a duty under the escape clause 
procedure by reason of the prohibition in section 350 against the transfer of any 
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article between the duiable and the free list. Thus, where a case for escape 
action is made with respect to a duty-free commodity, the only remedial action 
the President has authority to take is to impose a quota. There is increasing 
concern regarding import competition from certain articles on the free list. This 
is recognized in section 5 (ec) of the bill, which amends section 7 of the Trade 
Agreements Extension Act of 1951 (the escape clause procedure) so as to permit 
the imposition of a duty of not more than 50 percent ad valorem on duty-free 
items under the escape clause procedure. 

Rate-reducing authority —The President’s new rate-reducing authority is set 
forth in section 3 (a) (4) and (8) of the bill. The details of the new authority are 
set forth in the proposed new paragraph 4 of subsection (a) of section 350 (begin- 
ning on line 11, p. 3, of the bill). The additional rate-reducing authority is 
expressed by way of prohibition against rate reductions below the lowest rates 
resulting from any of three alternatives. 

Subparagraph (i) of proposed new paragraph 4 of section 350 (a) limits redue- 
tions to 25 percent below the rates existing on July 1, 1958. Subparagraph B (i) 
provides that the 25 percent reduction may be made in not more than five annual 
stages, but that the amount of reduction in each stage shall not exceed 10 percent 
of the rate existing on July 1, 1958. In other words, the 25 percent reduction may 
be made over a period as short as 3 years (e. g., 10—-10—5) up to a period of 5 years, 
regardless of the amount of reduction in each stage, so long as in no stage does the 
the amount of reduction exceed 10 percent of the July 1, 1958 rate. 

The last part of subparagraph B (i) reading “or in any case in which the rate 
has been increased since that date,’’ ete., appears to deal with the possibility that 
after July 1, 1958, and before the conclusion of a new trade agreement a rate may 
be increased. Such an increase might occur, for example, where the present rate 
is a reduced rate under a bilateral trade agreement, and before entering into the 
new trade agreement under the new authority, such bilateral trade agreement is 
terminated, resulting in the restoration of a higher statutory rate on the product 
in question. This portion of this subparagraph apparently means that in such a 
case the staging shall be by annual reductions, each not exceeding 10 percent of 
the July 1, 1958, rate, or one-third of the “total amount of decrease under the 
new trade agreement,’’ whichever is the greater. For example, if the July 1, 1958, 
rate was 20 percent and increased to 40 percent in October 1958, and the new 
trade agreement provided for a decrease in the rate to 15 percent (25 percent of 20 
percent), an annual-stage reduction of 10 percent of the July 1, 1958, rate (20 
percent) would be 2 percentage points. One-third of the total amount of the 
reduction (25 percentage points)—40 percent less 15 percent—would be 8% 
percentage points. Thus the stating of the total reduction would require a limit 
of not more than the reduction by 8 percentage points in any stage (one-third of 
the amount of decrease under the trade agreement—25 percentage points). 

This alternate-staging rule may cause difficulty in application. For example, 
what is meant by the “total amount of the decrease under the foreign trade 
agreement’’? Assume that at the time negotiations are initiated, a statutory rate 
of 40 percent ad valorem had been reduced in a bilateral trade agreement to 20 
percent, and the 20-percent rate was in effect when the negotiations were initiated. 
Would the “total amount of the decrease under the foreign trade agreement’”’ be 
from 20 percent to 15 percent, or from 40 percent to 15 percent? If it should be 
held that the “total amount of the decrease under the foreign trade agreement” 
is to be determined as of the date of the signature of the agreement, then suppose 
that the 20-percent rate was still in effect on the date of the signature of the agree- 
ment, but the bilateral agreement pursuant to which the 20-percent rate was in 
force was terminated prior to the proclamation! of the new trade agreement. 
The staging provided for in the new trade agreement would be, let us say, 18 
percent, 16 percent, and 15 percent under the basic-staging rule. If, by reason 
of the termination of the bilateral trade agreement an increase in the rate to 40 
percent results, the rule of maximum decreases in any one stage by not more than 
one-third of the ‘‘total amount of the decrease under the foreign trade agreement”’ 
would require the 3 stages to be 31% percent, 23'4 percent, and 15 percent. In 
other words, the first two stages would both exceed the rate which was the basis 
of the negotiations, and the proclamation of these rates would be inconsistent 
with the rates specified in the trade-agreement schedule. This additional staging 
requirement would be likely to cause some difficulty. 

The second alternative limitation on rate reduction is set forth in subpara- 
graph (ii) of proposed new paragraph 4 of subsection (a) of section 350. This 


! Changes in United States rates of duty under the Trade Agreements Act are only effective when pro- 
claimed. 
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rate-reducing-authority limitation means that a rate could be reduced by 2 per- 
centage points below the rate existing on July 1, 1958. This alternative limita- 
tion would be effective with respect to rates which on July 1, 1958, are less than 8 
percent ad valorem or equivalent, and would thus be effective only with respect to 
low-duty commodities. This limitation is subject to subparagraph 2 (B) of sub- 
section (a) of section 350, which prohibits transfers between the dutiable and the 
free list, and would thus preclude elimination of a duty by the exercise of this 
second alternative. 

Decreases under the 2-percent authority may be made effective in not more than 
5 annual stages, with no decrease in any stage exceeding 1 percent, but subject to 
the rule referred to above in the case of articles on which the rate has increased 
after July 1, 1958 (that the reduction will be staged in a manner which will limit 
each annual-stage reduction to not more than one-third of the ‘total amount of 
the decrease under the foreign-trade agreement’’). 

The third alternative limitation on rate reduction is set forth in subparagraph 
(iii) of proposed new paragraph 4 of subsection (a) of section 350. This permits a 
reduction to the rate of 50 percent ad valorem or equivalent in the case of articles 
which are subject to a duty at a higher ad valorem or equivalent rate. Total 
decrease under this alternative may be made in not more than five annual stages, 
but with no single-stage reduction exceeding one-third of the total amount of 
decrease under the foreign trade agreements. 


STAGING OF REDUCTIONS 


The principle of staging of rate reductions was introduced in the Trade Agree- 
ments Extension Act of 1955. There may be a question as to whether any benefits 
that might be gained from gradualism in the reduction of duties are worthwhile 
in view of the complications that result from the incorporation of this principle 
in the rate-reducing authority. In connection with the 1955 act authority, the 
Commission did not consider it to be feasible to make peril-point determinations 
on the basis of the staging principle. This was recognized by Congress, as is 
indicated in the committee reports on the 1955 extension bill wherein it was stated: 
“In connection with the Tariff Commission’s determination of peril points where 
the grad al reductions required by the bill are involved, the bill contemplates that 
the Commission will determine the peril point for an article on the basis of the total 
permissible reduction rather than on the basis of the application of the total per- 
missible reduction on a gradual basis.’’ (House Rept. No. 50, 84th Cong., Ist 
sess., p. 15.) The staging principle in the 1955 act required myriad computations 
and the introduction of three rate columns in the trade-agreement schedules, with 
often lidicrovsly small gradations in rates without significant benefit to anyone. 

Presumably the purpose of gradualism in rate reduction is to enable domestic 
industries affected to adjust themselves to the reductions. If this be the purpose, 
then is the Commission to assume that domestic industries are to be expected to 
adjust themselves to the reductions by increasing their efficiency or diversifying 
production? If industries are expected to adjust to the reductions, then it would 
seem that in applying for escape-clause relief with respect to a product on which 
the rate reductions were gradualized an industry should be expected to show that 
it was not possible or practicable to transfer its operations to other commodities 
or to otherwise attempt to avoid the adverse effect of the rate decreases. The 
Commission has not heretofore adopted this principle in administering the escape 
clause, but the continuance of the staging principle in the new extension act raises 
the question as to whether it is the intent of Congress that efforts of an industry 
to turn to the production of other commodities or to otherwise adapt to the rate 
reductions should be considered by the Commission in determining whether 
eseape-clause relief is justified. Legislative expression of intent with regard to 
this would be helpful. 


‘PERIL POINT’? PROCEDURE AMENDMENTS 


Section 4 (a) of the bill would extend the time within which the Tariff Com- 
mission should report to the President its peril-point determinations from 120 
days to 6 months. Section 4 (b) of the bill proposes the amendment of the peril- 
point provisions to provide that whenever, on the basis of a peril-point investi- 
gation, the Tariff Commission finds, with respect to an article on which a tariff 
concession has previously been granted in a trade agreement, that increased 
import restrictions are required to avoid serious injury to the domestic industry 
concerned, the Commission shall promptly institute an escape-clause investigation 
with respect to the commodity. 
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Under the existing peril-point procedure, where the Commission determines 
with respect to an article listed for consideration in proposed trade-agreement 
negotiations that additional import restrictions are required in order to prevent 
serious injury to a domestic industry, the President must either negotiate the 
additional restrictions in the projected trade agreement or report to the Congress 
his reasons for failing to do so. Instances where the Commission has determined 
a peril point above the existing rate of duty have been rare in the past. In only 
four instances has this occurred. The inclusion of one of these instances is doubt- 
ful in view of the division within the Commission on the peril point. Another 
should not properly be included in this group because the peril point actually 
involved the reestablishment of treatment previously established pursuant to the 
escape-clause procedure but which had been nullified by a court decision. Thus 
there are in reality only two instances where the Commission determined peril- 
point rates above existing rates. In both of these instances the President did not 
negotiate the peril-point rates and reported to the Congress his reasons for fail- 
ing todo so. Inso reporting, the President advised the Congress that his failure 
to negotiate the increased duties did not preclude the industries concerned from 
filing an escape-clause application. This was followed by the filing of an escape- 
clause application by one of the domestic industries concerned, and after investi- 
gation a majority of the Commission found that escape-clause relief was warranted, 
and so recommended to the President. The President, however, did not accept 
the Commission’s recommendation and no change in the customs treatment of 
the commodity occurred. 

The proposed amendment to section 3 (b) of the 1951 Extension Act would 
make it mandatory upon the Commission to institute immediately an escape- 
clause investigation on any commodity on which it found a peril-point rate higher 
than the existing rate and if the commodity was already the subject of a trade- 
agreement concession. If this had been done in the case referred to above, the 
institution of the investigation for escape-clause purposes would have been 6 
months earlier than it actually did occur. However, the result would presumably 
have been the same. 

It is possible that a reason for the proposed amendment is that it is recognized 
that it would be most unusual for a foreign country with which we are negotiat- 
ing for the granting of reciprocal concessions to be willing to accept a concession 
in the form of an increase in duty, particularly in a case where there has previously 
been granted a reduction in duty. Apparently it is thought that since this pro- 
cedure would not be likely to result in obtaining a negotiated increase in duty the 
purpose could be accomplished by having an escape-clause investigation, which, 
if culminating in a justification for an increase in duty, could be accomplished 
unilaterally, without negotiation excepting for compensation purposes. 

A peril-point determination is made after an investigation under section 3 
of the Trade Agreements Extension Act of 1951 and public hearings in connection 
therewith. While a peril-point investigation usually involves many items, and 
the determinations are made by the Tariff Commission in a relatively short 
time, the determinations are nevertheless considered sufficient by the Congress 
to justify Presidential decreases in duties on the basis thereof, as well as increases 
in duties where increased restrictions are found to be necessary. The fact that 
the negotiation of an increased duty might not be feasible does not alter the fact 
that Congress considers it to be appropriate to bring about an increase in the duty 
on the basis of a peril-point determination. 

In a peril-point investigation interested parties are given notice of the investiga- 
tion and hearings and are given opportunity to appear and be heard in connection 
with the items listed for consideration in proposed trade-agreement negotiations. 
They may appear and testify either for a reduction in duty or for an increase in 
duty, and the Commission’s determination is based on the evidence obtained 
in the investigation, including the hearing. 

The adoption of the proposed amendment would require the Commission, after 
having made an investigation including a public hearing, and having arrived at 
a determination regarding the need for increased import restrictions, to institute 
immediately another investigation and to hold another hearing for the purpose 
of determining the very same question. This appears to be anomalous and 
implicitly suggests that peril-point determinations are inadequate for the purpose 
of justifying an increase in duty, but are adequate for the purpose of justifying 
a decrease in duty. 

If a peril-point determination of an increased rate of duty is considered an 
adequate basis for an increase in duty, it seems that it should also be considered 
adequate for the purpose of escape action. There is no obligation on the part 
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of the United States as to the length of time in which a determination for the 
purposes of the escape clause should be made or as to how extensive an investi- 
gation should be. The Congress may therefore wish to consider whether, instead 
of requiring the Commission to institute an escape-clause investigation imme- 
diately upon the conclusion of a peril-point investigation, it should provide that 
whenever the Commission finds under the peril-point procedure with respect to 
an article on which a tariff concession has been granted that increased restrictions 
are necessary, the determination should be considered as though it had been 
made under section 7 of the Trade Agreements Extension Act of 1951, as amended 
and require the publication of its findings and the basis therefor and appropriate 
recommendation to the President for escape action. 


ESCAPE-CLAUSE PROCEDURE AMENDMENTS 


Section 5 (a) of the bill amends the escape-clause procedure (sec. 7 of the 
Trade Agreements Extension Act of 1951, as amended) by specifying that an 
organization or group of employees shall be considered an interested party eligible 
to file applications for escape-clause investigations. Organizations or groups of 
employees are considered by the Commission to be interested parties for the 
purposes of filing an escape-clause investigation under the existing law. How- 
ever, like any other applicants, they are required to conform to the pertinent 
rules of the Commission governing applications for escape-clause investigations. 
This amendment will not, therefore, result in any change in practice. 

Section 5 (b) of the bill reduces from 9 months to 6 months the time within 
which the Commission must complete an escape-clause investigation. The bill 
provides that this reduction in time will not apply to applications pending at the 
time of the enactment of the amendment. 

Section 5 (c) would authorize the President, in carrying out the escape-clause 
procedure, to impose a duty not in excess of 50 percent ad valorem on any 
article not otherwise subject to duty. This amendment was discussed earlier in 
this memorandum. 

Section 6 of the bill would add new provisions to subsection (c) of section 7 of 
the Trade Agreements Extension Act of 1951 (the escape-clasue procedure) which 
would enable Congress to override a decision of the President not to fully carry 
out an escape-clause recommendation of the Tariff Commission. 

The present provisions of subsection (c) are that, upon receipt by the President 
of the Tariff Commission’s escape-clause report, the President may make such 
adjustments in rates of duty, ete., as are found and reported by the Commission 
to be necessary to prevent or remedy serious injury. If the President does not 
take such action within 60 days, he must merely report to the Committee on 
Ways and Means and to the Committee on Finance, stating why he has not done 
so. No provision is made for any further action. 

Under the bill, if the President does not take the action recommended by the 
Tariff Commission, and if within 60 days following the date on which the Presi- 
dent’s report to the congressional committees of reasons for not taking the action 
recommended by the Tariff Commission, the Congress, by concurrent resolution 
by a two-thirds vote of both Houses, approves the action recommended by the 
Commission, the President is mandatorily required to put into effect the changes 
in customs treatment recommended by the Commission within 15 days after the 
adoption of such resolution. Privileged status would be given to such resolu- 
tions. 

“NATIONAL SECURITY’? AMENDMENT 


Section 8 of the bill deals with the so-called national security amendment. 
Section 2 of Public Law 464, 83d Congress (the 1954 Trade Agreements Extension 
Act), provided as follows: 

“No action shall be taken pursuant to such section 350 [of the Tariff Act of 1930] 
to decrease the duty on any article if the President finds that such reduction would 
threaten domestic production needed for projected national defense requirements.”’ 

This section was amended by the Trade Agreements Extension Act of 1955 
by designating the above provisions of section 2 as subsection (a) and adding a 
new subsection (b) reading as follows: 

“In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the Presi- 
dent agrees that there is reason for such belief, the President shall cause an im- 
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mediate investigation to be made to determine the facts. If, on the basis of 
such investigation, and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being imported 
into the United States in such quantities as to threaten to impair the national 
security, he shall take such action as he deems necessary to adjust the imports of 
such article to a level that will not threaten to impair the national security.”’ 

The bill would amend subsection (a) of section 2 so as to substitute for the 
language “if the President finds that such reduction would threaten domestic 
production needed for projected national defense requirements,’ the language 
“if the President finds that such reduction would threaten to impair the national 
security.”” This change is apparently made with a view to conforming the 
purposes of subsection (a) with the purposes of subsection (b). 

The bill wonld revise subsection (b) so as to require the Director of the Office 
of Defense Mobilization to make a national security investigation upon request 
of the head of any department or agency, upon application of an interested party, 
or upon his own motion. If as a result of the investigation the Director is of the 
opinion that an article is being imported into the United States in such quantities 
or under such circumstances as to threaten to impair the national security, he 
must promptly advise the President, and if the President agrees with the Director’s 
opinion he must adjust the imports so that they will not threaten to impair the 
national security. 

The principal change made by the provisions mentioned in the preceding para- 
graph is to eliminate the specific provision in the present law for an investigation 
by the President in addition to the investigation by the Director. However, if 
revised as proposed in the bill, the statute would not preclude an additional 
investigation by the President if he deems it to be warranted. 

Further changes in subsection (b) would specifically set forth factors which the 
Director of the Office of Defense Mobilization and the President shall take into 
account in arriving at an opinion and determination, respectively. The factors 
specified are (1) domestic production needed for projected national defense require- 
ments, (2) the capacity of domestic industry to meet such requirements, (3) exist- 
ing and anticipated availabilities of the human resources, products, raw materials, 
and other supplies and services essential to the national defense, (4) the require- 
ments of growth of such industries and such supplies and services, and (5) the 
importation of goods in terms of their quantities, availabilities, character, and use 
as those affect such industries and the capacity of the United States to meet 
national security requirements. The President and the Director would be 
permitted to consider, in addition, other relevant factors. 

Another new requirement proposed in the bill would be that a report shall be 
made and published upon the disposition of each request, application, or motion 
made, and the Director would be required to publish procedural regulations to give 
effect to the authority conferred upon him. 

Another new requirement proposed in the bill is that the Director, with the 
advice and consultation of other appropriate departments and agencies, and with 
the approval of the President, shall by February 1, 1959, submit to Congress a 
report on the administration of the national security provisions. Such report 
would include an analysis of the nature of projected national defense requirements, 
the character of emergencies that may give rise to such requiremend5s, the manner 
in which the capacity of the economy to satisfy such requirements can be judged, 
and the alternative means of assuring such capacity and related matters. 

The Commission assumes that the national security amendment, which is 
considered to be trade agreements legislation, is intended to be administered in 
conformity with international obligations of the United States. In this con- 
nection, it should be noted that in article X XI of the General Agreement on 
Tariffs and Trade there is a so-called security exception that permits a contracting 
party to take any action which it considers necessary for the protection of its 
essential security interests ‘‘if taken in time of war or other emergency in inter- 
national relations.”” To be consistent with the general agreement, therefore, 
action under the national security amendment that would restrict imports in a 
manner otherwise inconsistent with the agreement would conflict with article X XI 
of the agreement unless taken in time of war or other emergency in international 
relations. 
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EXTENSION OF SUBPENA POWER OF THE TARIFF COMMISSION 


Section 9 would amend the existing provisions of the Tariff Act of 1930 which 
grant to the Tariff Commission subpena and other powers to obtain information in 
connection with certain investigations and provide general authority for the 
Commission to adopt reasonable procedures and rules and regulations deemed 
necessary to carry out its functions and duties. 

The present subpena powers of the Commission may be used only in connec- 
tion with investigations conducted under part II of title I1I of the Tariff Act 
of 1930. Part Il includes general powers to make investigations under section 332 
of the Tariff Act, flexible-tariff investigations under section 336 of the Tariff Act, 
and unfair import practice investigations under section 337 of the Tariff Act, 
and investigations regarding discrimination by foreign countries against American 
commerce under section 338 of the Tariff Act (the latter provision being, for practi- 
cal purposes, obsolete). No specific subpena authority is given to the Commission 
in connection with the functions which it is required to perform in trade agree- 
ments legislation in section 22 of the Agricultural Adjustment Act, as amended, 
and in the Antidumping Act of 1921. This has caused the Commission to resort 
to making escape-clause investigations, for example, investigations under section 
332 of the Tariff Act of 1930 as well, in order to make available the subpena power 
that may be used in connection with a section 332 investigation. This is an 
unsatisfactory state of the law and there seems to be no reason to assume that 
Congress deliberately omitted the extension of subpena powers in connection with 
escape clause and other investigations which the Commission is required to make 
under statutes other than the Tariff Act of 1930. 

The possession of subpena powers by the Commission is an aid in expediting its 
investigations, even though such powers are rarely used. If the time for comple- 
tion of escape-clause investigations is reduced from 9 months to 6 months, the 
enactment of section 9 would be of some help in enabling the Commission to 
obtain necessary information in time to complete investigations within the cur- 
tailed period. 

Specific authority for rules and regulations by the Commission is contained in 
sections 336 and 337 of the Tariff Act of 1930 only. The Commission should have 
the general authority to make reasonable rules and regulations necessary to carry 
out any of its functions. Section 9 (c) would provide this authority. 


Senator ANDERSON. We will recess until 10 o’clock Monday morn- 
ing. 
(Whereupon, at 12:05 p. m. the committee was recessed, to recon- 
vene at 10 a. m., Monday, June 23, 1958.) 
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MONDAY, JUNE 23, 1958 


UniTep Srates SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 312, 
Senate Office Building, Senator Clinton P. Anderson presiding. (The 
chairman was absent due to illness in his immediate family.) 

Present: Senators Anderson (presiding), Long, Douglas, Martin, 
Williams, Malone, Carlson, and Jenner. 

Also present: Elizabeth B. Springer, chief clerk. 

Senator ANDERSON. The committee will be in order. 

We have a rather long list of witnesses for this session. 

Again I am going to repeat the rules the chairman laid down that 
the witness will be allowed to present a prepared statement without 
interruption, subject to a time.limitation of 10 or 15 minutes, and 
the committee members will try to stay to a 20-minute schedule 
on questions. 

The first witness this morning is Mrs. Walter H. C. Laves, director 
of the League of Women Voters. 

Mrs. Laves, if I do not ask you a lot of questions you will know it is 
because I have a sore throat and not because I have a mean disposition. 

Go ahead, please. 


STATEMENT OF MRS. WALTER H. C. LAVES, DIRECTOR, LEAGUE 
OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. Laves. Mr. Chairman and members of the committee, I am 
Mrs. Walter H. C. Laves of Bloomington, Ind., a member of the 
board of directors of the League of Women Voters of the United States, 
which consists of over 126,000 members in more than 1,000 local 
leagues in all 48 States, Alaska, Hawaii, and the District of Columbia. 

For over 20 years the League of Women Voters has supported the 
principles of expanding world trade as embodied in the Trade Agree- 
ments Act, GATT and the proposed Organization for Trade Coop- 
eration. 

We feel strongly that the United States must be able to move for- 
ward in a role of leadership in the field of world trade, because of the 
ever-increasing importance of trade for our own national interest. 

_ Assuming this role of leadership requires recognition of certain facts 
in the current world situation. 

The first of these facts is the deep and increasing involvement of 
our own economic life with that of the entire world. It is obvious 
that all countries are becoming more dependent on each others’ 
resources and markets as they seek to expand their own domestic 
capacities. 
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This is especially true of the United States, with its great produc- 
tive capacity. Though we have been relatively self-sufficient in the 
past, we are experiencing increasing shortages of raw materials, which 
will be accentuated in the future. At the same time, the volume of 
jobs and profits that depend upon export of our products increases 
steadily. 

As trade draws all nations closer together, it involves us in each 
others’ problems and opportunities. An adequate trade policy is no 
longer concerned merely with questions of tariffs and other trade bar- 
riers, but involves such complicated questions as foreign exchange 
shortages, the role of private investment, taxes, and the development 
of regional trading groups. 

One such problem, which is causing increasing difficulty, is the 
plight of the one-commodity country where a crop failure, a serious 
price drop or the loss of an export market can bring economic disaster 
to the entire nation. 

So far, very little has been done to alleviate this kind of situation. 
Surely the hostility encountered by Vice President Nixon on his re- 
cent trip was in part a reflection of resentment over United States 
trade barriers, actual or feared, against a few products that loom 
disproportionately large in the total economies of Latin American 
countries. 

These recent episodes also illustrate a second significant fact: the 
importance of our trade policies for our foreign policy objective that 
seeks to develop sturdy, reliable partners for a more peaceful free 
world, in which we can maintain our way of life through voluntary 
cooper ation with others. 

The thrust toward this goal must be consistent. To foster eco- 
nomic aid and development programs to increase world prosperity, 
and then refuse to trade with the developing countries is not only 
inconsistent, but it is dangerous in that it arouses enmity and sus- 
picion on the part of those we want for our friends. One of the 
surest ways to assure the strengthening of new free-world nations is 
to encourage their self-help through offering them increasing trade 
opportunities. 

A third, and closely related fact is the steady expansion of economic 
warfare by the Communist bloc countries. The U. S. S. R. has 
embarked upon a broad program of trade with the underdeveloped 
countries, with the clear objective of binding their developing econo- 
mies as closely as possible to the state-controlled economies of the 
Communist bloc. 

If our trade policies discourage the hopes of the new nations to find 
outlets in the free world for their developing productivity, we may lose 
not only great potential markets but also free world partners that are 
important for our very survival. 

A fourth new and important fact in the current world trade picture 
is the rapid development of the European Common Market, which 
within a decade or so promises to weld into a single economic unit 6 
nations that in 1956 accounted for $2.9 billion of our export trade. 

As these nations gradually eliminate all trade barriers among 
themselves and adopt a common tariff level against outside nations, 
the crucial question is whether we shall be able to prevent discrimi- 
nation against our goods in this important European market. 
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The ability of our Government to negotiate flexibly and on a long- 
range basis with this powerful new trading unit as it develops may 
make the difference between trade cooperation and trade war with 
our friends, in the future. 

Now, obviously, the Reciprocal Trade Agreements Act is not going 
to take us very far toward the solution of all our trade problems and 
the meeting of the Communist economic challenge. New and creative 
thinking concerning these problems is now going on in many segments 
of the American public, including the Congress of the United States, 
and we hope that out of this ferment will come proposals for a more 
positive, constructive, and consistent foreign economic policy. 

In the meantime renewal of the Trade ‘Agreements Act is impera- 
tive, as an extremely modest but indispensable step in the right 
direction. The League of Women Voters has been concerned at the 
steady weakening of the act in the last few years, and though we do 
support its extension, we feel that any further crippling amendments 
would seriously curtail the ability of the United States to conduct 
negotiations with other countries. 

Without this ability, we could not even make a beginning toward 
an adequate trade policy. 

To be specific: 

We endorse the extension of the act for 5 years, not only because 
the longer period of time promotes greater consistency of policy, but 
also because of the need to conduct uninterrupted negotiations with 
the European Common Market during the critical years of its devel- 
opment. 

We do not favor the expansion of the escape-clause principle, which 
we believe increases instability in our trade relations. 

The escape clause started out as a narrow street where interests 
having justified complaints could seek a passageway to special pro- 
tection. In recent extensions of the Trade Agreements Act, the 
escape clause has become a broad throughway, and now we find still 
another provision to make the throughway even wider. 

I refer to the section authorizing the President in escape clause cases 
to raise tariffs by 50 percent of the 1934 levels instead of the 1945 
levels as at present. By permitting a 50 percent increase of the high 
1934 rates, tariffs on some items could be raised several hundred 
percentage points above their present levels. This could have a 
disastrous effect in barring foreign goods from our market. 

Another threat not only to trade, but also to our foreign policy 
objectives, is the suggestion that the Tariff Commission findings should 
be made binding. ‘The interests of all Americans must be considered, 
and not just those of the group whose complaint is investigated by 
the Tariff Commission. 

One of the most important considerations is the question of who 
gets hurt by the raising of tariffs or the imposing of quotas. Surely, 
that forgotten man—or woman—the consumer, suffers through paying 
higher prices. 

Our exporters, and the workers they employ, will pay a heavy 
penalty if other countries cannot sell to us and thus earn the dollars 
needed to buy United States goods. Our foreign relations become 
strained on all levels— diplomatic, military, political, economic—if we 
strangle the economy of our friends by closing our markets to their 
merchandise. 
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We may indeed force our allies into political as well as trade relations 
with the Communist countries if we reject their commodities. 

We must analyze these factors and many others to see who gets 
hurt by high tariffs. Against these conclusions must be weighed an 
appraisal of who gets helped by high tariffs. 

Only after considering the evidence from all points of view can 
sound judgments be made in the best interests of the United States. 

Because we feel that only the executive branch of the Government 
has the information available to it to make decisions on an overall 
basis, the League of Women Voters would like to see eliminated the 
provision inserted by the House of Representatives for escape-clause 
review by the Congress. 

During 1958 the local Leagues of Women Voters have been con- 
ducting many community programs on the importance of an expand- 
ing world trade for the United States. We have found both interest 
and support on the part of the public. This attitude was certainly 
reflected in the large vote supporting the Trade Agreements Act in 
the House. 

We urge the Senate Finance Committee to strengthen the world 
trade position of the United States by supporting— 

Renewal of the Trade Agreements Act for a period of 5 years; 

2. By assuring retention in the executive branch of final decisions 
on escape-clause findings; 

3. By rejecting any broadening of the escape clause; 

4. By supporting GATT and OTC as means for the effective nego- 
tiation of the agreements made possible by the Reciprocal Trade 
Agreements Act. 

Thank you. 

Senator AnpeRsON. Do I understand you do not like the bill 
written? 

Mrs. Laves. We think it is not adequate, but we think that it 
should be renewed. 

Senator AnpeRSON. Well, but you do not want the 1934 level; you 
want the 1945 level? 

Mrs. Laves. We would like to see that change; yes. 

Senator ANDERSON. If you went to the 1945 level and took out the 
escape-clause provisions, do you think it would pass? 

Mrs. Laves. This, I would not know. 

Senator ANDERSON. Would you care? 

Mrs. Laves. Yes, we do indeed care, yes. 

Senator ANDERSON. Well, it would jeopardize it, if you go back to 
the 1945 law. It is something to think about. 

You have to weigh all of the considerations. 

Mrs. Laves. Yes, itis. You have to weigh the possibility of passage 
either way but it is important to us to state our position and what we 
would like to see passed. 

Sneator ANDERSON. Senator Jenner? 

Senator JENNER. I have a question or two, Mr. Chairman, I have 
to go to the Judiciary Committee. 

What percent of our total productivity of this country goes into 
export trade? 

Mrs. Laves. This I do not know. I do know 

Senator JENNER. How can you testify on a thing like that if you do 
not even know that simple question? 


EET ES 








~—_ ~~ SS ee me 


od 


tee ee 2 ee ree 


TRADE AGREEMENTS ACT EXTENSION 243 


Mrs. Laves. We can testify on it, I think, on the basis of other 

figures. I think the fact that I believe is established as based upon—— 
Senator JENNER. These are the facts established. 

What percent of our total productivity, goes into export trade? 

You don’t know? 

Mrs. Laves. I do not know the precise figures. 

Senator JENNER. What percent of our total export trade goes to 
Canada? 

Mrs. Laves. Certainly a larger percent than goes to any other coun- 
try. Canada is our best customer. 

Senator JENNER. You do not know what percent it is? 

Mrs. Laves. I do not know. 

Senator JENNER. Who do you get these other facts from—but you 
cannot find out these facts. Could you furnish these facts to the 
committee? 

Mrs. Laves. All right. 

Senator JENNER. Find out also what percent if you don’t know, 
what percent goes to Latin America and South America. Do you 
know that? 

Mrs. Laves. I do not. 

Senator JENNER. Also find out what percent of our total export 
trade goes to Europe, and Asia, and South Africa. 

Mrs. Laves. Yes. 

(The information is as follows:) 


United States merchandise exports in relation to gross national product, 1957 


[Value in millions of dollars] 


Gross national product- -- elie Sheees ial es elcicean eee ete ---- $433, 900 
Exports including reexports !__- sere c ae 20, 800 
Exports as percentage of gross national product - : s sen 4.8 


1 Shipments to foreign countries of United States domestic merchandise and reexports, as recorded by 
the Bureau of the Census. The data include, besides commercial goods, shipments of military equipment 
and supplies and other aid and relief shipments whether financed by Government or private agencies. 


United States exports by areas and continents (total, 1957, $20,809.7) 


[Value in millions of dollars; export data by areas include all special category items; data by continents 
excludes special category items as indicated in explanatory note] 





| 
Exports including} Percentage of 
Area and Continent reexports total United 
States exports 


Canada. ; te dealt $4, 033.1 | 





| 19. 38 
20 American Republics . ; 4, 673.4 22. 45 
Western Europe = 6, 738.5 | 32. 38 
Other areas_- ‘ i 5, 364.7 | 25. 77 
Western Asia !__.- 406. 2 | 1.9 
Far East ! 3, 239.9 | 15.5 
Africa '. . 681.0 3.2 





1 Security restrictions prevent publication of detailed statistics for certain commodities included in this 
category. These include military equipment, special machine tools, some radio and other electrical 
apparatus, etc. 


Senator JENNER. When you find these facts out, I think you will 
find that somebody is giving you a lot of bad information. 

For example, let’s assume and I think it is a fact, that Canada 
takes 25 percent of our total export trade, and your Government has 
adopted the policy, and set up $3% billion to take surplus grain, grown 
in our economy, and given it away to the rest of the world. 
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Now when we do that, we destroy the economy of Canada, our 
biggest export trader, and our most substantial friend, because Canada 
primarily is an exporter of wheat. 

Mrs. Lavgs. Right. 

Senator JENNER. When you destroy Canada’s export wheat busi- 
ness, you are wrecking their economy, destroying our best customer. 

Now you seem in this statement of yours to be greatly concerned 
about Russia’s economic warfare. 

Mrs. Lavss. Yes, sir. 

Senator JENNER. Do you know how much money Russia has spent 
in her total economic warfare as you have called it, throughout the 
world in the last 50 years or 25 years? 

Mrs. Laves. Fifty years? 

Senator JENNER. The last 5 years; the last 2 years. 

Mrs. Laves. No 

Senator JENNER. Do you know of any figure, what she has spent? 

Mrs. Laves. I do not know the figures, no. 

Senator JENNER. Do you know what your country has spent in 
foreign aid and so forth, in the last few years? 

Mrs. Laves. I have a pretty good idea. 

Senator JENNER. Will you tell the committee? 

Mrs. Laves. I am sorry; I do not have the exact figures. 

Senator JENNER. Who prepared this statement for you? 

Mrs. Laves. I prepared it in collaboration with other members of 
the League of Women Voters Board and staff. 

Senator JENNER. Well, would it be important to change your 
testimony if I told you that all of the economic aid that has even been 
tentatively promised by Russia to all the world put together only 
amounts to a little over a billion and a half dollars and that we have 
already spent $67 billion? 

Mrs. Laves. And you regard this as inconsequential? 

Senator JENNER. We spent $67 billion, and you are worried about 
Russia’s economic warfare, and she spent a billion and a half. 

What do you think about it? 

Mrs. Laves. I think that our proportion, that the amount that 
we have spent has been justified. I think that our position is at this 
point stronger than that of the Soviet bloc. 

The only 1 thing I am concerned about, Senator—— 

Senator JENNER. You think it is stronger than the Soviet bloc? 

Mrs. Lavess. I think it is stronger. 

Senator JENNER. Let’s stop and analyze that statement. 

Let’s do not think, let’s talk about facts. 

Mrs. Lavss. Yes. 

Senator JENNER. Why do you say it is stronger when at the end 
of World War II there were about 175 million Russians, not Com- 
munists, in the whole world but today after they have spent a billion 
and a half in economic aid and we have spent a total of $67 billion 
she today controls over a third of the world, and over about a billion 
people? 

Do you think we are in better shape than she is? 

Mrs. Lavus. I think you misinterpreted what I said. 

What I meant to say was that I think as of this moment our posi- 
tion, with the uncommitted world, is stronger than that of the 
Russians, because—— 
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Senator JENNER. Who is the uncommitted world? 

Let’s get these facts out. This committee has got to act on facts. 

Who is the uncommitted world? 

Mrs. Laves. By the uncommitted world, I mean such nations 
as the underdeveloped countries of Asia, of Africa, of the Middle 
East. 

Now I realize that in each case—— 

Senator JENNER. Let’s see, is India uncommitted? 

Mrs. Laves. I would say that India comes closer to being com- 
mitted to us than to the Russians, the Communist bloc. 

Senator JENNER. Let’s see, is Poland uncommitted? 

Mrs. Laves. No; Poland is committed. 

Senator JENNER. Is Yugoslvaia uncommitted? 

Mrs. Laves. That is an interesting question as of the moment. 

Senator JENNER. Well, have you got an answer for it? 

Mrs. Laves. May I say, Senator, that I think that this line of 
questioning, [ am delighted to cooper rate, but I would like to say that 
it seems to me that the questions you are raising illustrate precisely 
the point I was trying to make, that we cannot consider our trade 
legislation in a vacuum as a single piece of legislation. That what I 
think we need at this point is a development of a consistent overall 
program based on much better information than any of us have in- 
cluding, I think, the Congress and the administration. 

Senator JENNER. ( ‘ertainly you need more information than what 
you have presented because you have demonstrated clearly to me you 
presented a statement here to this committee and you do not even 
know the essential facts. 

What percent of our trade goes to export trade, goes to North 
America and South America and those are essential facts if we are 
talking about an overall trade policy and I don’t want any lectures 
from you about an overall trade policy when you do not know the 
facts. 

Mrs. Laves. No. You see, the testimony I am presenting is 
simply in favor of the renewal of the act thet we now have that makes 
it possible to negotiate trade agreements with other countries. 

We are saying simply we regard this as essential. 

Senator JENNER. Where does the responsibility for an overall trade 
act lie, with the executive or with the Congress? 

Mrs. Laves. I would say it is a joint responsibility ; wouldn’t you? 

Senator JENNER. What does the Constitution say about it; do you 
know? 

Mrs. Laves. My impression is that it is the joint responsibility. 

Senator JENNER. That is all the questions I have, Mr. Chairman. 

Senator ANDERSON. Senator Long? 

Senator Lone. I did not hear the presentation of your written 
statement, but did you go into the question of the relative cost of 
production of an American producer as against a foreign producer? 

Mrs. Laves. No; I did not go into that 

Senator ANDERSON. Mrs. Laves was speaking for the League of 
Women Voters mainly, urging the continuation of the act for 5 years, 
expressing their doubt as to the desirability of going to the 1934 instead 
of the 1945 and also questioning the effectiveness of the esc ape clause. 


Mrs. Laves. Yes. 
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Senator Lona. I am concerned with the way in which our technical 
and economic aid makes it possible for foreign nations to produce 
goods more cheaply than producers in the United States. 

This is a problem in the textile industry at the present time and 
could become a problem in other industries. 

The Japanese are very able people, and, if you show them how to 
do something, they can do it as well as you can. 

Many other people in the world resemble the Japanese in this 
respect. We helped them rebuild their economy, and gave them 
loans. Men in our textile industry showed them how to use our 
machinery, and we enabled the Japanese to have the same equipment 
as we have through loans or by direct purchases by or for them. 

Mrs. Laves. Yes. 

Senator Lona. Their labor is almost as efficient as ours, vet costs 
much less than ours. They use the same techniques that we do and 
receive cotton at a lower price than our manufacturers because of 
our section 480. We further subsidize them through loans and gifts. 

Thus, the Japanese can produce cotton goods more inexpe nsively 
than we can in America. 

A similar situation could arise in other industries if we continue 
our present policy. 

What is your opinion of a situation that allows a foreign producer 
to produce goods at a lower cost than an American producer partly 
because of our policies? 

I do not regard the situation as serious when true of one industry, 
but I wonder about it when true of many. 

Mrs. Lavess. If I may say so, I think this is an illustration of a 
situation in which you have to look at the overall interests of the 
United States in contrast with simply the interest of the one producing 
industry that is involved, and I think that the illustration of Japan 
is an extremely good one because I think no country is more important 
to the overall welfare of the United States than Japan. 

I think that Japan, occupying, as it does, a key position in our 
whole strategic setup, occupying the important position it does in 
relation to the Asiatic countries, that we hope to hold to the free 
world, is of extraordinarily great importance to our welfare as a whole. 

So that it might be, we would conclude that we could take a loss 
in the price level of the products with which they are competing, in 
which they are competing, in the interests of the overall welfare of 
the United States strategically, economically, and politically. 

Now, this raises a serious question, as you point out, and the 
question, I think, is who bears the cost of this thing that we have to 
buy at the expense of one industry, and I think that this is one of the 
questions that is now taking a great amount of thought on the part 
of many people. 

I think illustrations of it are several bills that are pending before 
your committee for measures to assist in the readjustment of industries 
where the competition becomes heavy and where the results bear un- 
fairly upon one industry as over against the total United States 
economy. 

I think the only point we want to make clear is that we insist that 
the whole welfare of the United States must be considered in each of 
these cases rather than simply the effect upon the industry, and I 
would like to point out also that it is not only we of the general public 
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who will suffer if we lost Japan to the free world but the textile peoples 
themselves are going to suffer because their sons are going to be in- 
volved in a war just as much as those of people who are not affected 
directly. 

Senator Lone. But you do see my point. 

Mrs. Laves. Yes, I do see it. 

Senator Lona. It is one thing for us to help friends abroad so that 
they completely displace American produce in the world market and 
cause us to lose our export trade in a particular commodity. 

It is another thing to subject an American businessman to the pros- 
pect of the failure of his business or industry as a result of the 
foreign policy which is supported by his taxes. 

When a foreign producer is able to undersell him, he may be able 
to protect his investments by certain changes in his operations. But 
he may be driven out of business if he is given no protection. 

Japan has voluntarily limited its exports to this country, but it is 
not compelled to do so. For this reason, many Americans would like 
the Congress to make a study every few years of the effect of the 
importation of Japanese goods upon our industries. I assume that 
you favor some protection for an American industry that cannot 
compete with low-cost foreign imports, at least for a period of time 
sufficient for this industry to close down. 

Mrs. Laves. I think we would favor efforts to make possible as 
easy an adjustment as could be managed. 

Now, I think there is one other factor I would like to add to my 
answer to this question and that is that I think we also must take 
into consideration the people who will be helped in this country, the 
industries that will be helped by the development of a greater pur- 
chasing power within Japan and greater ability of the Japanese 
economy to absorb imports from the United States. 

I think we must put this also into balance, don’t you? 

Senator Lona. Yes, I certainly think it should be considered. 

Thank you very much. 

Senator ANDERSON. Senator Martin? 

Senator Martin. Mr. Chairman, I appreciate the opportunity of 
questioning this distinguished witness and I want to say we appre- 
ciate greatly having people like this who are interested enough in 
our Government to come down here and testify, and I have no 
questions. 

Mrs. Laves. Thank you, sir. 

Senator ANDpRSON. Senator Williams? 

Senator WixiiraMs. | have no questions. 

Senator ANDERSON. Senator Malone? 

Senator Matone. I just had a copy of your statement. 

Senator ANDERSON. Would you rather have Senator Carlson go 
ahead while you have a chance to read it? 

Senator Matone. You are the director of the League of Women 
Voters? 

Mrs. Laves. I am only one director. 

Senator Matonr. How many do they have? 

Mrs. Laves. Fourteen—officers and directors. 

Senator Matong. How are they chosen, by region? 

Mrs. Lavss. No; not by region. Some of them are elected and 
others are appointed. 
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Senator Matone. Would you furnish a list of your directors to the 
committee? 

Mrs. Laves. Yes; I would be glad to. I am sorry; I included the 
officers as well as the directors. They are all members of the board. 
Of the national board. 

Senator MaLonr. You say you have included them? 

Mrs. Laves. No; I will include them if you would like. 

Senator Matone. Then do you have a head of the League of Women 
Voters in each State? 

Mrs. Lavus. A president of each State league; that is right. 

Senator Mautone. Then they have officers, do they? 

Mrs. Laves. That is correct. They do. 

Senator Matonz. Could you furnish a list of the presidents of each 
of the States and the officers as far as you know to the committee? 

Mrs. Laves. We would be very happy to do so. 

Senator Matoneg. I note you say that for 20 years the League of 
Women Voters has supported the principles of expanding world trade 
as embodied in the Trade Agreements Act, GATT, and the proposed 
organization for trade cooperation. 

GATT—by that I suppose you mean the General Agreement on 
Tariffs and Trade? 

Mrs. Laves. Yes. 

Senator Matonr. I am very much interested in your organization, 
Mrs. Laves. 

Mrs. Laves. Thank you. 

Senator Matone. As a director, are you one of the directors that 
stay in Washington? 

Mrs. Laves. No. 

Senator Matonr. Where do you live? 

Mrs. Laves. I live in Bloomington, Ind. 

Senator Martone. Who are your representatives here? 

Mrs. Laves. The representatives who are resident in Washington? 

Senator Matone. Well, the ones who are either a secretary or a 
president or legislative representatives? 

Mrs. Laves. The president is Mrs. Robert J. Phillips, of Illinois— 
St. Charles, Ill. 

Senator Mauone. She lives in Illinois? 

Mrs. Laves. She lives in Illinois. She comes to Washington at 
intervals. 

She has just been elected, so the schedule has not been worked out. 

Senator Matonre. Who was your president last year then and 
how long do they hold office? 

Mrs. Laves. Mrs. John G. Lee was the president, had been president 
up until last April, the end of April, and she had been president of 
the league for 8 years. 

She comes from Farmington, Conn. 

Senator Matone. Do you have 1,000 local leagues in all 48 States? 

Mrs. Laves. That is right. 

Senator Matonz. That is quite a lot of league, isn’t it? 

Mrs. Lavess. It is indeed. 

Senator Matons. How many leagues do you have in a State like 
Nevada where I am from? 

Mrs. Lavets. I do not know the exact number. We have a number 
of local leagues. 
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Senator Matoner. Would you, as a part of the information you are 
about to furnish the committee, include all of the leagues located in 
our State of Nevada? 

Mrs. Laves. Yes; I would be delighted to. 

Senator Matoner. I would not ask you for all of them as it would 
take up too much space. 

Mrs. Laves. We would be delighted to. 

Most of them are very new. 

(The information is as follows): 


Local leagues in Nevada: Carson City, Elko, Reno, Wells. 


LEAGUE OF WOMEN VOTERS OF THE UNITED STATES, 
WASHINGTON, D. C. 


OFFICERS AND DrrectTors, 1958-60 
OFFICERS 


President: Mrs. Robert J. Phillips, Baker Hotel, St. Charles, Il. 

First vice president: Mrs. John F. Latimer, 3601 Connecticut Avenue, NW., 
Washington, D. C. 

Second vice president: Mrs. Alf Gundersen, 133 South 14th Street, La Crosse, 
Wis. 

Secretary: Mrs. Leon K. Richards, 7301 Westover Road, Waco, Tex. 

Treasurer: Mrs. Donald F. Bishop, 306 South Smedley Street, Philadelphia Pa. 


DIRECTORS 


Mrs. John Briscoe, Silent Meadow Farm, Lakeville, Conn. 

Mrs. George A. Dreyfo s, 1228 Conery Street, New Orleans, La. 

Mrs. Paul Holmer, 14 Rancheria, Kentfield, Calif. 

Mrs. Tor Hyltom, 120 Cresta Road, Colorado S-rings, Colo. 

Mrs. Walter H. C. Laves, 701 So th Ballantine Road, Bloomington, Ind. 
Mrs. Lisi Petr llo, 2431 North Edgewood, Arlington, Va. 

Miss Barbara Stthler, 134 Warwick Avemie SE., Minneapolis, Minn. 

Mrs. Alexander A. Tre shaft, 18600 Shaker Boulevard, Shaker Heights, Ohio. 
Mrs. Arthur E. Whittemore, 189 Gardner Street, Hingham, Mass. 


PRESIDENTS OF STATE LEAGUES 


Alabama: Mrs. I. Berman, 2124 Allendale Road, Montgomery, Ala. 

Arizona: Mrs. Lovis Hirsch, Rote 5, Box 362, Tueson, Ariz. 

Arkansas: Mrs. LeMon Clark, Ro:kwood Trail, Fayetteville, Ark. 

California: Mrs. Ro ert L. Z rbach, 120 South Euclid, Pasadena, Calif. 

Colorado: Mrs. E. P. Swerdfeger, 1545 Tremont Place, Denver, Colo. 

Connecticut: Mrs. Lincoln R. Young, 404 Farmington Avene, Hartford, Conn. 

Delaware: Mrs. Sam’'el Handloff, 4 Kent Way, Newark, Del. 

District of Col:mbia: Mrs. Milton Dunn, 1822 Massachusetts Avenue NW., 
Washinston, D. C. 

Florida: Mrs. Melville K. Gill, 10 Lagoda Avene, Davis Island, Tampa, Fla. 

Geor;ia: Mrs. Edward M. Vinson, 217-18 Rhodes Building, 78 Marietta Street, 
Atlanta, Ga. 

Idaho: Mrs. James Gundersen, 1703 Amity, Mounted Route, Nampa, Idaho. 

Illinois: Mrs. Harper Andrews, room 2104-5, 59 East Madison Street, Chicago, 
Til. 

Indiana: Mrs. John A. Campbell, 505 Illinois Building, Indianapolis, Ind. 

Towa: Mrs. Georre Norris, 1402 Fo rth Avenve, Grinnell, Iowa. 

Kansas: Mrs. L. E. Anderson, 1635 Alabama, Lawrence, Kans. 

Kent'cky: Mrs. James R. Shepherd, 2730 Harrison Street, Paducah, Ky. 

Lo ‘isiana: Mrs. C. K. Moresi, Box 1105, Oil Center Station, Lafayette, La. 

Maine: Mrs. Julian H. Orr, 152 Prosvect Street, Portland, Maine. 

Maryland: Mrs. William H. Wood, 4216 56th Aven’e, Bladensburg, Md. 

Massachusetts: Mrs. Hugh M+Kinstry, 3 Joy Street, Boston, Mass. 

Michiran: Mrs. Berrien C. Ketchum, room 506, Garfield Building, 4612 Wood- 
ward Avene, Detroit, Mich. 
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Minnesota: Mrs. O. H. Anderson, University of Minnesota, 15th and Washington 

Avenue SE., Minneapolis, Minn. 

Mississippi: Mrs. Clara 8. Williams, 3703 Ridgewood Road, Natchez, Miss. 

Missouri: Mrs. Robert E. Seiler, 6640A Delmar Boulevard, University City, Mo. 

Montana: Mrs. Howard R. Jones, 104 Agnes Avenue, Missoula, Mont. 

Nebraska: Mrs. Dewey F. Gruenhagen, 3540 South 31st Street, Lincoln, Nebr. 

Nevada: Mrs. Dale Reynolds, 437 Pine Street, Elko, Nev. 

New Hampshire: Mrs. Elbridge Stoneham, Elm Street, Exeter, N. H. 

New Jersey: Mrs. Charles Kellers, 20 Fulton Street, Newark, N. J. 

New Mexico: Mrs. Verle R. Seed, 624 Cedar Street NE., Albuquerque, N. Mex. 

New York: Mrs. Harry Lea, 461 Fourth Avenue, New York, N. Y. 

North Carolina: Mrs. Neal Austin, Post Office Box 1806, High Point, N. C. 

North Dakota: Mrs. Lawrence Summers, 611 Oak Street, Grand Forks, N. Dak. 

Ohio: Mrs. Griffith L. Resor, Jr., Post Office Box 63, Madeira, Cincinnati, Ohio. 

Oklahoma: Mrs. William S. Morgan, Building 1001, North Campus, Norman, 
Okla. 

Oregon: Mrs. Charles Ford, 119 East Broadway, Eugene, Oreg. 

Pennsylvania: Mrs. Norman F. Patton, Town Hall Building, Wilkes-Barre, Pa. 

Rhode Island: Mrs. Horton Quinn, Boston Neck Road, Narragansett, R. T. 

South Carolina: Mrs. C. Smith Toms, 69 Church Street, Charleston, 8. C. 

South Dakota: Mrs. Clarence Stekl, 2305 West 18th Street, Sioux Falls, S. Dak. 

Tennessee: Mrs. R. K. Browning, 119 Tucker Road, Oak Ridge, Tenn. 

Texas: Mrs. Horton Wayne Smith, 1007 West 24th Street, Austin, Tex 

Utah: Mrs. Roger Bailey, 180 C North State Street, Salt Lake City, Utah 

Vermont: Mrs. Clarence Howard, 134 Monument Avenue, Bennington, Vt. 

Virginia: Mrs. Albert E. Farwell, Box 188, Route No. 2, Vienna, Va. 

Washington: Mrs. Robert J. Stuart, 608 Realty Building, Spokane, Wash. 

West Virginia: Mrs. J. N. Compton, 1401 Summit Drive, Charleston, W. Va. 

Wisconsin: Mrs. R. H. Wenberg, office, 119 East Washington Avenue, Madison, 

Wis.; residence, 3251 North 50th Street, Milwaukee, Wis. 

Wyoming: Mrs. Raymond R. Jones, 919 Fox Farm Road, Cheyenne, Wyo. 

Senator Martone. Nevada has just joined the Union, as far as the 
League of Women Voters are concerned. It is a fine State. I hope 
you will visit it. 

Mrs. Laves. It is a fine State. 

Senator Matonr. Have you visited Nevada? 

Mrs. Laves. I have not. 

Senator Martone. You should visit it. I want to ask you some 
questions because I know that you want to be accurate and I know 
that your league does, because you have some of the finest women in 
the world belonging to the League of Women Voters. I remember 
that it was not too long ago when they first allowed the women to 
vote, and you do have an amendment to the Constitution proposed 
here for equal rights, do you not? 

Mrs. Laves. I believe so. 

Senator Matonr. The League of Women Voters is, generally, for 
that amendment? 

Mrs. Lavzs. No; the league has not taken a position of support for 
the equal-rights amendment. 

Senator Matonr. It just stays away from—— 

Mrs. Laves. We do not oppose it. We do not think it gets at the 
basic problems that we are concerned with. 

Senator Matonr. What are these basic problems? 

Mrs. Laves. I think that the basic—the one single, basic objective 
of the League of Women Voters is to promote citizen responsibility 
through informed and active participation of citizens in government. 

This is the way our bylaws state it, Senator. The thing we are 
most concerned about is that not only women, but men citizens, as 
well, citizens generally, should participate in this democratic form of 
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government we have so that it can really become an effective form of 
government. 

Senator Martone. I know you want to be accurate, and I do not 
want to take too much time here, there are other Senators, but 
would it interest you if I told you that we did not have a democratic 
form of government? 

Mrs. Laves. That we do not have? 

Senator Matone. We have a democracy, which is a theoryof 
government, but, if you read some of the background, also the Con- 
stitution, the C onstitution talks about a re publican, representative 
form of government; don’t you remember? 

Mrs. Lavzs. Yes. 

Senator Matong. And when they asked Ben Franklin about it in 
1789, they called him out of Independence Hall and said, ‘What 
have you given us?” 

He said, ‘‘We have given you a republican, representative form of 
government, if you can keep it.” 

You remember that? 

Mrs. Laves. I do. 

Senator Matonn. So a democratic form of government is like an 
Indian tribe where everybody votes on every question, and we have 
a good many Indian tribes in Nevada. 

Mrs. Laves. I had assumed, Senator, that there were many forms 
of government that could be called democratic just as there are other 
forms of government that may be called autocratic, but that to say 
that a form of government is democratic simply means that basically 
the control of the government is in the hands of the governed. 

But I am sorry if I have misused the term. 

Senator Manone. The dictionary does separate it. There has 
been a good deal of propaganda to the effect that we have a demo- 
cratic form of government but the Constitution says we have a 
republican representative form of government because you represent 
people for a certain length of time and then consult everybody you 
can, I suppose, most of us do, and then you listen to the evidence, do 
your research, and vote your convictions. Then you go home and 
tell the folks how you voted and why, and then every so often you 
are the final word in an election. 

Mrs. Laves. I would call that democratic but I would not want 
to quarrel with you. 

Senator Matone. That is not so. It is a republican representative 
form of government. I think the correction should be made for 
the record. 

Mrs. Laves. Thank you. 

Senator Matone. I want to ask you a few questions if you know, 
because sometimes people do not have all of the information. 

Do you know that under the 1934 Trade Agreements Act the 
President, or the preg Department as his representative, and Mr. 
Dulles so ‘testified, ‘an in all of these negotiations trade a part or all 
of any industry in the United States to foreign nations if he believes 
it will further his foreign policy? 

Do you know that? 

Mrs. Laves. Would you mind repeating that again, I am not sure 
I caught the first part of your statement. 
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Senator Matonx. In cross-examination of Mr. Dulles on Saturday 
21st he said that the State Department is the representative of the 
President of the United States, the spearhead, of a policy committee 
made up of several Cabinet officers, who agree on a general policy of 
what they are going to consider. Then he is the spearhead in the 
bilateral trade agreement and the multilateral agreement at Geneva, 

Mr. Dulles himself has never attended one of these sessions, I am 
informed, but he does have a representative there to sit in with 36 
competitive foreign nations in multilateral trade agreements. 

My question was, that regardless of any peril point established by 
the Tariff Commission, which I will go into in a minute, the President 
may disregard it, and may trade any part or all of any industry in 
the United States to a foreign nation or foreign nations if he believes 
it will further his foreign policy. 

Do you believe that is a good policy? 

Mrs. Laves. He may trade it to any foreign nation? 

What do you mean by that? 

Senator Matone. He may leave the tariff lower than the difference 
in the wage standard of living and the cost of doing business here 
and the chief competing nations, which means, of course, that their 
products will come in and displace American products. 

So in short, you can just say we are trading it for a foreign policy. 
He has that authority under this act. 

Do you believe that he should have that authority? 

Mrs. Laves. Well, it seems to me, that if by this you mean that the 
President will have in his power the ability to determine a tariff level 
in terms of the overall foreign policy of the United States—— 

Senator Martone. That is right. 

Mrs. Lavss. Is that what you have in mind? 

Senator Martone. It means he can trade the crockery industry or 
any part of it, to the chief competing nations in that field, if he 
believes that it will benefit further his overall foreign policy. 

Mrs. Laves. The overall foreign policy of the United States? 

Senator Matone. That is right; as fixed by him according to the 
Constitution or by Mr. Dulles, his agent. 

Mrs. Lavss. It seems to me I would not agree to the description 
you give of the result of a policy of lowering the tariff. 

Senator Matone. Would you describe in your words— 

Mrs. Laves. I would describe it as opening to the industries of the 
other countries freer competition without industries. 

Now to say this means selling out our industry to another country, 
implies that our industries cannot compete with the other industries, 
that they have to be given a crutch to make it possible for them to 
compete at all. 

I would say that what the act would do would make it possible for 
the President to eliminate the artificial assistance that our Nation 

ives to our industry in the interests of an overall foreign policy that 
is determined, after all, on the basis of the best judgment as to what 
is good for the whole Nation. 

With that amendment, I would accept what you have said. 

Senator Matone. I think you have done very well. 

I guess I will have to start a little further back because maybe 
I have been in this business longer than you have. I do not mean that 
you should conclude as I have but I want to give you the background. 
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For 150 years as a nation, we had a general policy as set down in 
article I, section 8 of the Constitution of fixing that duty or tariff on 
a basis of equalization, making it the difference between effective 
wages and the cost of doing business here and in the chief competing 
country, meaning then that whenever you could compete with other 
Americans you were in business. 

Now that was the general policy up to 1934. If they paid $2 a day 
for labor somewhere else or if they paid 50 cents a day or 20 cents an 
hour, as they do in Japan, then any product in which Japan was the 
chief competing nation the tariff or duty would represent that differ- 
ence. 

That merely kept you in business on your standard of living here. 
You understood that? 

Mrs. Laves. Yes. 

Senator Matone. Now the policy was changed in 1934 so that the 
President does have that authority referred to; do you think that is 
good? 

Mrs. Laves. Yes. 

Senator Matone. Do you know that the 36 competitive foreign 
nations that sit in Geneva with our State Department, so testified 
to by Mr. Dulles, making 37 nations including the United States, 
each with 1 vote, do you know that under the rules and regulations of 
GATT under which the trade agreements are made these foreign 
nations do not need to keep their part of the trade agreements as long 
as they can show their dollar balance payments are short? 

Meaning that in their trade, if they are short of dollars in their bal- 
ances of dollars payments, they do not need to keep their part of the 
agreement. Do you know that? 

Mrs. Laves. That is they may raise their tariff levels against us? 

Senator MALone. Well, yes; it results in that. But let us say that 
they agree to a regularly made, multilateral trade agreement (and 
then, of course, we have other provisions that I will reach later). 
When they sign an agreement to lower their tariffs on certain things, 
and that includes any agreements lowering our tariffs on certain 
things, we must keep our agreement but they do not need to keep 
theirs as long as they can show that they are short of dollar balance 
payments. 

Mrs. Laves. Of course, do we not also have escape-clause provi- 
sions? 

Senator Matonr. We have, but nothing like that. 

Mrs. Laves. Which permit our breaking our agreement or invali- 
dating our agreement? 

Senator Matone. I will get to the escape clause. It has nothing 
to do with what I asked you, did you know that? 

Mrs. Laves. No; I did not know that. 

Senator ANpErsoN. I do not believe an escape clause breaks any 
agreement. 

Senator Matone. It does not have anything to do with my ques- 
tion. 

Mrs. Laves. I don’t believe I said that an escape clause—— 

Senator Martone. I will come to that—— 

Senator ANDERSON. Go ahead. 

Senator Matonr. What it means then is that the President can 
lower the tariffs below that differential in costs of production, meaning 











254 TRADE AGREEMENTS ACT EXTENSION 


that you either would have to lower your wages here or taxes or 
something to reach their level or you would lose at least a percentage 
of the business, and if you lowered them enough, you would lose 
practically all of the business; would you not? You could see that. 

Mrs. Lavses. However, you might increase your business in other 
segments of our economy as a result of the concessions that are given 
us by other countries. 

This is the side of the thing that I think is so often overlooked. 

Senator Matonz. No; it is not over looked, I will come to it. 

Mrs. Lavss. Reducing of tariffs is not a one-sided thing but two- 
sided. 

Senator Matone. Very good. 

But remember what I told you. They do not need to keep their 
part of the trade agreements act as long as they are short of the 
dollar balance. 

If you will check that, and find it erroneous, communicate with the 
chairman and send me a copy of the letter. 

You will do that? 

Mrs. Laves. Yes. 

Senator Matoneg. They do not have to keep their part of the agree- 
ment. And you can see that if our tariffs were reduced or are reduced 
through inflation—and I know you understand that when you have 
inflation, say a dollar is worth 50 cents now, they say 48 cents, I 
think it is worth about 35—that any fixed tariff is reduced in proportion 
to the inflation. 

You understand that? 

Mrs. Lavss. Yes. 

Senator Matonz. You do understand that. 

Then all fixed tariffs have been reduced in that proportion; have 
they not? 

Mrs. Laves. I would take your word for it. 

Senator Martone. Well, I would not want you to do that. 

I would want you to check it because I have never found that you 
women have a lack of understanding. 

You sometimes have a lack of research and maybe some of the 
information has not reached you but once it reaches you, you under- 
stand it just as well as anybody. 

Mrs. Lavzs. Could I ask you to explain to me the bearing of this 
upon the question of the renewal of the act? 

Senator Matone. Yes. 

The fact is that they do not have to keep their trade agreements, 
and they are not keeping them. Every nation in the world but us is 
not keeping them. All but 2 or 3 manipulate their money value in 
terms of the dollar for trade purposes. All they have to do, if they 
want to keep a certain product out of, we will say Bolivia, ‘all they 
have to do is to raise the value of the money in terms of the dolled. 
and it becomes uncompetitive. So they do that through a simple 
executive order. It is all in the hands of the Executive. 

They do not have to go to Congress like they do here in order to 
change the value of the dollar. So you can see that if they raise the 
value of their money, their pesos, in terms of the dollar then you take 
the profit out of the trade and nothing would come in, you can see that. 

Mrs. Lavses. May I suggest that it seems to me—— 

Senator Matone. Practically all nations do that. 
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Mrs. Laves. That this kind of manipulation might be a suitable 
subject for the discussions that go on under the General Agreement 
on Tariffs and Trade as to fair trade practices, fair practices in trade 
agreements between countries. 

I understand that is one of the functions for which the general 
agreement was set up, to make it possible for nations to discuss and 
agree upon fair practices in relation to other nations and in relation 
to their agreements. 

Is this not the case? 

Senator Martone. Well, on the contrary 
sion. 

Mrs. Laves. This makes it more important. 

Senator Matone. Contrary to the information which may have 
reached your organization, the General Agreement on Tariffs and 
Trade makes the rules making it possible to evade the whole trade 
agreement as I have explained to you and the rules have not been 
changed. 

Mr. Dulles justified it Saturday ; it is in the record, and it probably 
will be printed before long and I hope you will get a copy of it. 

Mrs. Laves. I shall certainly do so. 

Senator Matone. By simply saying if a nation was short of a 
dollar balance why they naturally let them out of an agreement until 
such time as they can do that without impairing, I think the words 
he used ‘‘without impairing their standing in the community finan- 
cially.” 

What I am trying to do is establish and have you understand that 
these are the facts. I am not arguing about whether they should be 
changed at the moment. 

Of course, I think they should. But under the Tariff Act of 1930, 
to which we would revert almost immediately (within 60 days’ notice 
for the multilateral agreements and 6 months for the bilateral) the 
Tariff Commission would take into account all of these manipulations 
in determining what the duty or tariff ought to be in order to take 
the profit out of the low wages or such manipulation. It is a flexible 
thing, don’t you see. They could change it every day, every 6 months, 
or every 6 years, whenever the relationship between two nations eco- 
nomically changes; did you know that? 

Mrs. Laves. Y es; I did not know that. 

Senator Matonr. Do you think it is better to have a peril point as 
provided here, which at the moment would be the evener between the 
two nations to which the President does not have to agree, and can 
lower it regardless of that peril point, and even if he took the peril 
point, the next day any nation could manipulate its currency in value 
in reference to the dollar and obviate the peril point? You could see 
that; couldn’t you? 

Mrs. Laves. Yes. 

Senator Matone. Well, now there is no way of correcting that 
trade agreement except through the escape clause and no one of any 
consequence has ever escaped. 

I think the testimony here will show that there have been 3 or 4 
like clothespins. They made little difference in the overall industrial 
picture but were important locally—but they did not escape far enough 
to keep the industry going. 

You knew there had been very few escapes in industry? 
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Mrs. Laves. Yes, I know that. 

Senator Matone. Quite a few applications, but few escapes. 

Now, I will have to learn how to pronounce your name—Laves? 

Mrs. Laves. That is right. 

Senator Matone. I have got it; what is your first name—it is Mrs. 
Walter 

Mrs. Laves. Mrs. Walter Laves. 

Senator Matone. What is your first name? 

Mrs. Laves. Ruth Laves. 

Senator Martone. I could remember that because my wife’s name 
is Ruth. 

Mrs. Laves. That helps. 

Senator Matone. If those two things are correct—and I hope you 
check me in the record of the testimony of both Mr. Weeks and 
Mr. Dulles—what it actually means is a division of the wealth of 
this Nation. There are about $70 billion of the taxpayers which 
have been given to the foreign nations since World War II to buy 
our goods or to build plants to compete with us, to build up dollar 
balances. I am not going into that with you because the investiga- 
tion of the economic structure of this country has been going on by 
this committee for some time and those transcripts are being printed 
and are available to you at the Government Printing Office. 

But in addition to other things, they build up enough dollar balances 
with the folding money we give them with which they can buy gold 
if they are converted to national foreign nations balances, that if all 
of the credits were presented here we would have about $5,700 million 
worth of gold left out of the 22.4 billion currently on our depositories. 

That was testified to by Mr. Martin, who is the Director of the 
Federal Reserve Board. 

Were you aware of that? 

Mrs. Laves. No. 

Senator Martone. They do a good many things in manipulation, 
so it really means a division of wealth and aleve Jing of living standards. 
Today, and this I would like you to investigate, we are living pretty 
much on a war economy—40 billion a year to buy goods all over 
the country. 

Now next year I think it will be nearer to 50. 

We are going to try to put a little zip into this economy by spending 
more taxpayers’ money. 

Now, all of this has been justified before the public. There has 
been a tremendous propaganda campaign going on, I guess you are 
aware of that, that this will destroy us if we do not renew the Recipro- 
cal Trade Act although it was never called that by law, and the Con- 
gress has never agreed on the International Trade Organization or 
on the OTC, Office of Trade Cooperation. 

Mrs. Laves. That is right. 

Senator Matonge. Which would approve it. 

Congress always balked at approving it. 

You know that? 

Mrs. Laves. Yes, I do know that. 

Senator Martone. I want you to be sure you are for it after you 
study this record. 

Now, what was that policy for the overall general picture? 

Why do you girls think it is such a terrific thing? 
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Is it to keep out of war? 

Mrs. Laves. I think that is an element in the picture, Senator. 
But I think that a great deal more is involved in it than that. 

Senator Matons. I am sure of it but I want you to understand 
at least know some of the answers of this thing before you go too 
far with it. 

Mrs. Laves. May I say that I think our conviction really is that it 
is no longer possible for the United States to exist as a closed-in unit 
economically or in any other way. 

That though this may have been possible in the 19th century, I 
do not think it really was so then because I think we depended very 
heavily upon investment from Great Britain, from other countries, 
and I think we always have relied on other countries. 

I think that the position we take is this: 

That the interest of the United States requires, above everything 
else, the existence of friends among other nations. That if we are to 
maintain our way of life we must do it not by regarding other countries 
as our enemies, as out to get us, as out somehow to destroy us by 
everything they do. 

That we do not think we can operate and continue to exist on the 
basis of suspicion of all peoples in the world. 

I think there are people against whom we must guard, but I think 
that our basic interest requires the building up of a world of cooperat- 
ing friends and I think that the Trade Agreements Act is a step in 
that direction. 

I think that we must consider the interests of the Japanese blouse 
manufacturer as well as the American textile manufacturer, of the 
Danish clothespin maker as well as the Vermont clothespin maker. 

I think in some respects they are just as important for the total 
welfare of me and my children as the people in our own country. 
I recognize this is a concept that many people do not accept and many 
people believe we can exist within our barriers, within our boundaries, 
keep out goods that would compete against our industries, and live a 
satisfactory life among ourselves. 

We just do not believe it is possible in the 20th century, and we do 
not think it is ever going to be possible again, if it ever was. 

Therefore, we think that we must, perforce, regard other free 
peoples as potential friends and potential partners in an economic 
world, and not as enemies, and that we must proceed to build, in 
cooperation with them, the kind of a world economy that can be to 
the benefit of all of us rather than to try to keep a system in which we 
are fighting each other, in which we are enemies. 

We cannot be enemies with all the world. 

We must maintain a world of friendly nations with which we 
cooperate just as you in Nevada and we in Indiana cooperate, just 
as we build an economy jointly that is to the welfare of all of us in 
the United States. 

I think that I must state this as the basic foundation upon which 
all of our positions are built. 

Now we may make a mistake sometimes in deciding which policies 
will best promote this kind of a world. 

But I think that the error is not in the basic assumption upon which 
we proceed but in our interpretation of what will promote this kind of a 
free world. 
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Do I make myself clear on that? 

Senator Matonge. You really do. 

Mrs. Laves. Good. 

Senator Mauone. I love you for it. I think it is the ideal of the 
world, and I think it is my ideal, as it is everyone else’s 

I am a free trader. That would be a funny thing to tell you, but 
there is a different way of reaching free trade. 

What you are saying now is that you are just as much for the 
Danish textiles and Japanese textiles as you are for American textiles 
on the theory that we would keep friends in that way, isn’t that it? 

Mrs. Lavus. It is on the theory that they are important for the 
creation in the future of the kind of a world in which we can continue 
our way of life. 

Senator Matoner. I think it is one of the finest idealistic speeches 
I have ever heard. 

Mrs. Laves. Of course we think it is realistic. We do not think 
it is idealistic. 

Senator Matone. I hope you retain those ideals but I do want to 
say this to you: If you knew that there was a way of being a good 
neighbor, as we were for 150 years and our basic law is that way 
now—we only made this transfer of the constitutional responsibility 
of Congress to trade these industries away in 1934 as an emergency 
for 3 years, and it has been extended 10 times, now it is up for the 
11th time, you know all of that, don’t you? Then if I told you—and 
many people make the mistake of saying this—the propaganda 
started, I think, that we are taking the place of Great Britain in trying 
to hold the world together. 

Mrs. Laves. I never heard that. 

Senator Matone. Great Britain, if you would read a little history— 
and I am very fond of them—I think they are smarter than we are 

Mrs. Lavus. I would doubt that. 

Senator Martone. [ do not think they are really smarter, but they 
are living on their nerve and they have to be smart. They have 
lived on foreign trade all their lives, and forced most of it. 

We were the first of the colonials to break away. 

They still have their colonials to a certain extent, but the colonial 
system is dead—dead as Julius Caesar. 

They used to just throw a little grapeshot over the jungles 
Malaya when they had an uprising. 

I would not expect you to remember that far back. 

I do go that far back. 

Mrs. Laves. So do I, Senator. 

Senator Matongr. And they never made an investment in their 
lives that they did not expect to make a profit out of it. 

When they had us as a colonial, the reason we broke away was not 
only because of the Boston Tea Party. That was just the straw that 
broke the camel’s back. They would not let us build manufacturing 
and processing plants. They bought the stuff from us as cheap as 
they could and then brought back the finished product and sold it for 
what the traffic could bear. 

They made money all over the world and grew, but when the air- 
plane dominated the British fleet during World War IJ]—there and 
then the colonial system died. They have been living on nerve ever 
since then. 
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But the contrast is that we go in and give our money away, give 
our markets away. Great Britain never did that. 

Senator AnpERSON. I would just like to remind the Senator from 
Nevada we did have a limit of 20 minutes. 

Senator Matonz. Give me about 5 minutes more and I would 
appreciate it. I think this is one of the most important witnesses you 
are going to have, Mr. Chairman, and I think the women of this 
Nation are entitled to know the few things that you and I have dis- 
cussed this morning, and I am sure you are going to let them know. 

Would it interest you to know that the Constitution of the United 
States—and I know you know this, if you would just remember— 
pointedly separates the regulation of the national economy from the 
fixing of foreign policy. 

You do know that. It puts the first in the Congress, the legislative 
branch, in article I, section 8, and the second in the Executive, in 
article II, section 2. It says specifically that the Congress shall— 
it does not say “maybe’’—lay and collect the duties, imposts, and ex- 
cises, what we call tariffs, and regulate the foreign trade—that means 
the national economy. 

But in 1934 the Congress of the United States transferred that con- 
stitutional authority by the 1934 Trade Agreements Act. To make it 

alatable to the American people they named it ‘reciprocal trade,” 
ecause nearly everybody 1s for reciprocity. But there is none ir this. 

And now it would be just as legal to pass an act in Congress tomorrow 
to transfer the fixing of foreign policy to the legislative branch as to 
transfer article I, section 8, from the legislative branch to the Execu- 
tive; would vou not think so? 

Mrs. Lavzs. I do not know the constitutional provisions for making 
such changes, but I would think this power which was given the Exec- 
utive to negotiate the trade agreements was a deliberate and voluntary 
delegation of power, was it not, by Congress? 

Senator Matonzg. I do not think so. 

Mrs. Lavus. This is why this comes up for renewal at intervals. 

Senator Matonn. If you will look up the record of Congress in 
1934, I do not think there was very much voluntary on the part of the 
Congress. They just scared the hell out of them, is what they did. 

Mrs. Laves. They are trying to keep them scared. 

Senator Matoner. Well, some are not so scared now, but they will 
be more so soon with the scary information coming from the folks. 
I just want to ask you this—— 

Mrs. Lavus. Yes. 

Senator Matonr. We have three branches of Government. George 
Washington said if the distribution of powers were found to be in any 
way wrong, and I will quote exactly for the record, that it should be 
corrected in a way set down in the Constitution by amendment to the 
Constitution and not to be evaded because in some instances it might 
be for the immediate good because that is a customary method by 
which free governments are destroyed. 

Do you remember him saying that? Have you ever seen it? 
Would you not agree that that would be the best thing: to amend the 
Constitution of the United States if we really believed that the Presi- 
dent should have this power? 

Mrs. Laves. I think if the Congress wishes to delegate by legisla- 
tion any authority it has, it has the right to do so, and there might be 
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circumstances under which this would be a better way than amending 
the Constitution. 

Senator Matone. Well, it is probably the only way, because if 
someone ever introduced an amendment to the Constitution to give 
the President these powers, they would probably shoot him. 

You know, Lincoln said something which there has been a quotation 
about a number of times. He said if this Government is ever 
destroyed, it will not be from without but it will be from within, and 
we are on a grandiose international Socialist program now. 

So I will not take any more time of the committee, but I would 
like to sum up what we have said for the record so that when it is 
printed—and I know you would want to be accurate in the reports 
you send out—lI would like to make a part of the record here that we 
have, they say, 4% million employed on foreign trade. You have 
heard that. 

Mrs. Lavess. Yes, I have heard that figure. 

Senator Matone. There is a table in the record when I questioned 
Mr. Dulles which shows that, when you subtract all the subsidies 
and all the gifts, we are exporting a less percentage of our exportable 
goods today than we did in 1934 when we passed the act, and we are 
remaking the industrial map of the United States in the process. 

I ask that there be included in the record at this point an editorial 
from the Reno Evening Gazette entitled, “Another Free-Trade 
Victim,” which goes on to say that the last tungsten is being mined 
in Nevada. They had 139 of them that went out of business. And 
the crockery is gone, they have gone out of business. The glass is 
going. Textiles are hurting terribly. 

But without going into detail, we know—let us assume the whole 
4% million were unemployed if we did not extend this, and they would 
not because we would retain the profitable trade, which is all we want, 
in my opinion. But there are nearly 6 million boys on the streets 
today, by virtue of this act, and more are coming by election time 
and by next spring, if we renew it. I will just predict that to you. 

(The article referred to follows:) 





{Reno Evening Gazette, June 19, 1958] 
ANOTHER FREE-TRADE VICTIM 


Victim of the free-trade policy fastened on this country by the New Deal and 
continued by the present administration, one of Nevada’s largest industrial oper- 
ations is ending. The Nevada-Massachusetts Co., oldest and one of the largest 
producers of tungesten in the United States, is closing down its mining and 
milling operations on June 30. 

As recently as 2 years ago, there were 139 tungsten-producing properties in 
Nevada. Nevada-Massachusetts is the only one left, and it has only a few days’ 
life remaining. And Nevada, once the largest producer of tungsten in the United 
States, will not have a single mine or mill left. 

The death of the Nevada tungsten industry was not caused by the petering 
out of the mines or of a lessening demand for the metal. Tungsten is still one of 
the most important elements for industrial use, and in time of war it ranks as 
one of the most strategic and critical materials of all. 

The American market is loaded with tungsten, but it does not come from the 
mines and mills of this country. It is produced abroad, by low-paid labor, and, 
in many cases, by foreign industry that has been subsidized by loans and gifts 
from the United States Government. 

Not only tungsten, but many other American metals, have been deprived of 
their rightful market. The United States mineral industry is in sorry state, 
thanks to a Government policy that puts foreign nations ahead of the United 
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States, and imposes a heavy burden on American taxpayers to continue a global 
giveaway. 

Senator Matone. I thank you, Mr. Chairman. 

Senator Lone (presiding). Senator Carlson. 

Senator Cartson. Mr. Chairman, just this: Mrs. Laves, I appre- 
ciate your appearing here this morning on behalf of the 100,000 
members of the League of Women Voters. You have a very fine 
unit in Kansas, a very fine organization. I know the officers and 
members, and it has been a pleasure to work with them, and I am 
glad you came in and expressed their views so forcibly and ably this 
morning. 

Mrs. Laves. Thank you very much. 

Senator Lone. Thank you very much, Mrs. Laves. 

The next witness is Miss Ann Meikle, speaking for the American 
Association of University Women. 


STATEMENT OF ANN MEIKLE, LEGISLATIVE CHAIRMAN, PENN- 
SYLVANIA DIVISION, AMERICAN ASSOCIATION OF UNIVERSITY 
WOMEN, ACCOMPANIED BY DOROTHY B. ROBINS, ASSOCIATE 
IN INTERNATIONAL RELATIONS, AMERICAN ASSOCIATION OF 
UNIVERSITY WOMEN 


Miss MEIKLE. Mr. Chairman and members of the committee, I am 
Ann Meikle, of Harrisburg, Pa. I serve as the legislative chairman 
for the Pennsylvania division of the American Association of Uni- 
versity Women. 

Senator Lone. Excuse me, if | might interrupt for just a moment. 
I want to check on the other witnesses. 

Is Mrs. Genevieve Oslund here in this room? Of the General Fed- 
eration of Women’s Clubs. 

Not yet. Is Mr. Roy Blough, of the National Council of Churches, 
here? 

Mr. Biovau. Yes, sir. 

Senator Lone. Do you have a prepared statement? 

Mr. Biovau. Yes, sir. 

Senator Lone. Is Mr. Reuben Johnson here? Do you have copies 
of your statement? 

Mr. Jounson. Yes, sir. Copies have been turned over to the clerk. 

Senator Lona. Thank you very much. Will you proceed, Miss 
Meikle? 

Miss Merkur. Thank you, Mr. Chairman. 

The American Association of University Women wishes to express 
its appreciation for the opportunity to appear before this committee. 

Iam Miss Ann Meikle, of Harrisburg, Pa., and serve as the Ameri- 
ean Association of University Women legislative chairman for the 
State of Pennsylvania. 

Our organization is composed of approximately 1,400 branches in 
the 48 States, the District of Columbia, Hawaii, Alaska, and Guam. 
Our membership numbers some 145,000 women. The AAUW, 
which came into being almost 76 vears ago, in 1882, found its interest 
in foreign affairs crystallized by World War I when its study groups in 
international relations first were formed. 

Throughout the subsequent 40 years, the purpose of these study 
groups has remained development of informed public opinion as a 
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contribution toward building a healthy foreign policy for the United 
States. 

Since 1934, when Secretary of State Cordell Hull first proposed 
reciprocal trade arrangements, the association has studied and endorsed 
this important concept of American foreign policy. It has as part of 
its legislative program consistently favored the renewal of the 
agreements. 

We are here today to support H. R. 12591 under the following 
AAUW legislative program item unanimously voted at the AAUW 
biennial convention in June of last year in Boston. 

This item reads: 

Support of a constructive foreign policy implemented by existing constitutional 
provisions and designed to develop conditions favorable to democracy, economic 
well-being, security, and peace throughout the world by working for such objec- 
tives as liberalizing world trade. * * * 

Government witnesses have already appeared before this committee 
to give testimony about the technical functioning of the reciprocal 
trade program. As an education, consumer, and citizen association, 
we wish to emphasize the importance of the reciprocal trade agree- 
ment as an instrument of American foreign policy. 

The phenomenal growth of the United States to a position of domi- 
nating economic as well as political and military power has thrust 
upon us the leadership of the free world. We believe that along with 
this leadership goes a major responsibility for the economic stabiliza- 
tion of the free world. We are impressed by the figures, provided by 
the First National Bank of Boston, which report on the United States 
as the world’s greatest trading nation. 

The bank reports that the value of our exports totaled $12 billion. 
Nearly 4% million American families depend for their income directly 
upon world trade. With our remarkably high standard of living— 
the United States according to United Nations statistical studies for 
1952 to 1954 shows a per capita national product of $1,870 for the 
United States by comparison with Britain at $780 and India at $60— 
we find ourselves simultaneously in a position of privilege and obli- 
gation. 

We agree with the view that the decisions we make about United 
States economic policies serve in fact as decisions about the economic 
future and well-being of the rest of the world. 

As this Committee knows even better than we do, the Communists 
are well aware of the value of using economic policies to accomplish 
their larger political and diplomatic purposes. 

Recent news and reports warn us that they are moving increasingly 
into the foreign aid and economic development field, distorting that 
fundamentally American concept personified by the Marshall plan in 
order to bind selected areas into the economic web of the Soviet 
orbit. Further, they have increased their trade with the less de- 
veloped areas of the world to $1.4 billion in 1956, an increase of 27 
percent over 1954. Khrushchev, as you well know, has openly de- 
clared economic war upon the United States, giving dramatic reem- 
phasis to the words of Lenin pronounced more than 40 years ago. 

As long as capitalism and socialism exist, we cannot live in peace; in the end, 


one or the other will triumph—a funeral dirge will be sung over the Soviet Re- 
public or world capitalism, 
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Having lost the propaganda victory of launching the first earth- 
eircling satellite, we cannot and must not lose to the Russians the 
very crucial leadership in the economic field through lack of trade 
policy continuity or because of the pressure of special-interest groups. 

In light of these circumstances of world politics, we hope the Senate 
will take action on the reciprocal trade agreements in the perspective 
of the United States as a world leader. 

The AAUW believes, therefore, that: 

One. It is imperative for the President and his executive depart- 
ments, who have access to intimate information on foreign affairs, to 
continue to have the power to administer the trade treaty arrange- 
ments. The establishment of the President’s Trade Policy Com- 
mittee enables the Secretaries of State, Commerce, Treasury, Defense, 
Interior, Agriculture, and Labor to confer together so that the recom- 
mendations made to the President reflect the information and ex- 
perience of their agencies closely concerned with United States trade 
policies. 

We believe also that it is essential for the Congress to approve 
extension of the Reciprocal Trade Act for the 5-year period requested 
in the bill. Our industrial allies in Europe as well as our economically 
less developed friends in Asia, Africa, and Latin America are moving 
rapidly with their economic policies to meet the challenge of changing 
world patterns. 

The next 5 years will prove of critical significance for the new 
Common Market of Western Europe. In order to conduct necessary 
negotiations with this new trade unit, both the United States and the 
European Economic Community must have the assurance of con- 
sistency in American policy for this minimal period. 

Such continuity will also provide the atmosphere in which trade 
agreements can be readily reached to the mutual advantage of both 

rties. 

The budding Latin American common market poses a similar 
situation. 

The 5-year extension, we believe, is wise because it parallels the 
long-term development loan programs which the United States is 
now endorsing to assist the economic growth of our neighbors in the 
southern half of the Western Hemisphere, the new nations of Asia 
and Africa and the still relatively untouched areas south of the 
Sahara. 

The AAUW recognizes that certain industries, in attempts to pro- 
tect themselves against serious foreign competition, have called for 
amendments to raise tariff barriers or for the rejection of the reciprocal 
trade agreements. It is our belief that such action would not mitigate 
our domestic economic difficulties and could seriously damage the 
leadership of the United States in the free world. 

Rather, we believe that some form of trade-adjustment legislation 
could provide the means for assisting workers, industries, or commu- 
nities which are in fact injured by imports into this country. 

In reviewing reports from our membership all over the country 
and the comments of the AAUW State presidents who have just 
concluded a meeting this past weekend here in Washington, we are 
of the opinion that the House vote of 317 to 98 in support of the bill 
on June 11 is an accurate index of public opinion favoring extension 
of the Reciprocal Trade Agreements Act. 
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We again wish to thank this committee for the privilege of appearing 
before it. 

Senator Lone. Thank you, very much, Miss Meikle 

I think you have made a very good statement. I have no further 
questions to ask. 

Senator Malone. 

Senator Matonr. Miss Meikle, it is a very fine statement that you 
made there. We are glad to have you. 

Miss Merkur. Thank you. 

Senator Matone. Is Mrs. Walter M. Bain the chairman of the 
legislative program committee of the AAUW, the wife of Mr. Bain 
who is the secretary or holds some position at the head of the State 
governments of the United States? 

Miss Merxkue. I do not know the answer to that question. 

Senator Dovetas. I can give the answer. It is Mr. Frank Bain 
that I think you may be speaking of. 

He spells his name, as I remember it, B-a-n-e. He lives in Chicago. 

Senator Martone. Miss Meikle, I think you were present when I 
asked some questions of Mrs. Laves. Perhaps you understood. I will 
not dwell too much on these questions. 

Do you know who it was that first said, so far as I know, at least 
officially and he held an official position, that the economic affairs can 
no longer be separated from the political affairs of the country? 

Miss Meike. No, sir. 

Senator Martone. I will quote his language exactly for the record. 
It was Mr. Acheson, who was Secretary of State. 

That was in 1948 or 1949 at about the same time that the Marshall 
plan was being argued before the Senate. That same year Mr. 
Willard Thorp, Assistant Secretary of State, testified (and I will 
correct his words for the record) that there were three things inevitably 
tied together. The Marshal) plan, which would be a temporary 
method of building up the foreign nations in dollar balances and in 
various ways to get them on their feet. You are no doubt familiar 
with the argument on the Marshall plan. But he said that was a 
temporary plan. 

The permanent plan was the Reciprocal Trade Act, and he did not 
say so-called. I have already explained that the phrase has never 
occurred in any act that Congress has passed and, of course, the agree- 
ments are not reciprocal. We will go into it far enough so that you 
can review the record and find that out. 

3esides those two things there was ITO, the International Trade 
Organization. Do you remember when that International Trade 
Organization was put before Congress about 6 or 7 years ago? 

Miss MErKLe. Very vaguely; I do not recall the discussion. 

Senator MALONE. Very “well. If we had passed that act Congress 
would have approved everything that was done at Geneva. Congress 
has never approved it. The OTC, the Office of Trade Cooperation, 
was for the same purpose of approving what they are doing there and 
Congress denied that last vear or the year before. The matter of 
GATT has never been put before the Congress. 

I don’t think the State Department thinks it would have very much 
chance and I think they are right. 

Now Thorp said that those three things were inseparable and _ part 
of the entire program. Without taking time of the committee, I will 
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have to quote those two men accurately so that it will be in the record, 
but it is enough to say now that the Secretary of State Acheson was 
the first one who tied those two together. 

He was not the first one, however, to make those proposals that 
we become dependent on foreign nations for those things without 
which you could not live in peace nor fight a war. 

Mr. Harry Dexter White, Assistant Secretary of the Treasury, 
was the first to make a proposal of that nature in 1945. He wrote a 
letter to the then Secretary of the Treasury, proposing that we give 
$5 billion to Russia to buy oil and tungsten and he listed 5 or 6 other 
materials that he said we were out of—we just didn’t have them. 

Of course, what he said has since been proven wrong, and every- 
body that knew anything about it knew then that it was wrong. 
But it was in support of our buying those materials from Russia that 
he wrote that letter to Mr. Morgenthau, his boss, who transmitted 
the letter, almost without change, to the then President of the United 
States, in 1945, and only asked for 10 million instead of 5. 

Thank God C ongress didn’t do it, but this is to show you how these 
things are cooked up over a period of years and people forget who 
has been behind them. 

Now, with that foundation, I will ask you if you know, and of course 
I know you do, that the Constitution pointedly separates the economic 
regulation of the economy of the country from the financing of foreign 
policy which Mr. Acheson said was no longer separated—in other 
words they should be tied together. 

You do know that the Constitution definitely separates the two, do 
you not? 

Miss MEIKLE. Yes, sir. 

Senator Matone. Article 1, section 8, puts the regulation of the 
National economy in the ee of the Congress, and says they shall 
regulate the duties, imposts, and excises that we call tariffs. 

They shall regulate foreign commerce, foreign trade, which, of 
course, regulates the national ec onomy. 

Article 2, section 2, says that the President of the United States 
shall fix the foreign policy. It’s never been questioned. 

Well, do you think that those two should be tied together effectively 
amending the Constitution of the United States without, as George 
W ashington said, changing the Constitution in the way set down by 
the document? 

Miss Meike. No, sir; I don’t think that the Constitution should 
be circumvented in any manner. 

Senator Mauone. I knew you didn’t. 

Now, you call tariffs barriers. That was a word invested along 
about 1934 or 1935. But, as a matter of fact, do you know that the 
duties or tariffs, as we have come to know them for 150 years were 
adjusted, awkwardly at times, because they had to work out machin- 
ery as they went along, to make the general difference between the 
effective wages and the cost of doing business in this country and in 
the chief competing nation on each produc t. 

Do you know that was the general policy in effect until 1934? 

Miss MEIKLE. Generally spe eaking. 

Senator Matonr. Would you call it a barrier if vour husband was 
getting $15 or $20 a day and the worker in a foreign nation such as 
Japan was getting 20 cents an hour, about $2 a day, where in many 
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industries they worked 10 hours a day although some of them have 
cut to 8, with American machinery and all the know-how that we 
have here—would you call it a barrier if a duty on the product of 
the factory where he was employed would just make the difference 
in the effective wages and costs of doing business here and in Japan? 

Miss Merkue. Well, sir, I think it is a barrier to the import of the 
Japanese duties, of the Japanese goods. 

Senator Matone. That is true. But would you refer to it as a 
barrier or would you find a milder word if it only made the difference 
in the effective wages? 

You see, our standard of living is so much higher; I have been in 
Japan and I have been in all of the nations of the world. I decided 
when I first came here to visit all of our star boarders, and made it a 
point to visit all of them. 

Then I went behind the Iron Curtain and I have pictures from all 
that area. I stayed 2% months and traveled 14,000 miles in Russia 
and, when I came back, I said 3 things which I think I first said from 
Russia. 

First, in a very reasonable time Russia would be self-sufficient in 
every thing they needed to fight a war or live in peace. 

It is a tremendous country. I am an engineer and it would drive 
the engineers crazy the things they can produce and are producing 
out in those mountains. 

Second, there would be no effective revolt. 

Miss Metkte. I am sorry I didn’t hear that. 

Senator Mautong. There would be no vehicle of effective revolt 
because they were living so much better than under the Czar, and 
better than 5 or 10 years ago and that is the way we figure here. If 
we are improving our living standard all the time nobody says much 
about it. 

It is only when we go down that we hear arguments. 

Further, then, the third thing: that all the power in the Eastern 
Hemisphere had moved to Russia. There is none in Europe. The 
colonial system died when the airplane dominated the British Fleet 
in 1942. 

Therefore, there is no power in the Eastern Hemisphere other than 
Russia and nobody but us in the Western Hemisphere. There are 
not 5 nations, but 2 of us. 

If those three things are true that I outlined to you, and I will tell 
you that even the State Department found that out in October of 
1947, just 2 years after I had said it; when they launched the sputnik, 
or whatever it was, out in my State there were several suggestions as 
to who ought to go up in that first sputnik of ours, but it was not 
carried out. If those three things are true and, of course, everyone 
should know now that they are, wouldn’t you think we would have to 
make our economy work here and make it strong, whatever it took to 
do that? 

Miss Merkue. Yes, sir; I think we are always interested in making 
everything, our economy, strong. 

Senator MALONE. Sure you are. 

I want to leave this thought with you, without taking any more time 
of the committee: We are living on a war economy. 

Miss Merkte. I beg your pardon. 
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Senator Matoner. We are living on a war economy. If Mr. Khru- 
shchev is half as smart as I think he is, and I met him a half dozen times 
over there at cocktail parties and unofficially in his own office, he is 
tougher than a boot and he is for Russia. Some of these days we are 
going to have to develop a few people for the United States of America 
on the same basis. 

Do you agree to the fact that our President, under this act that is 
contrary to the provisions of the Constitution of the United States 
and without consulting Congress at any time whatever, can in a 
trade agreement lower the tariff or duty below the effective difference 
in wages and the cost of doing business here and in our chief competing 
nation on any product and thus trade to a foreign nation all or any 
mes of it he wants to if he believes that it will further his foreign 

olicy? 
. Miss Merk.e. I think that the wage differential is not the only 
thing that the President takes into consideration, and that the Trade 
Policy Committee takes into consideration in making its recommenda- 
tions to the President. 

Senator MaLonsr. Would you believe that if he were to further his 
foreign policy by doing that, and we have no time to go into the wage 
differential, but I can do that, we have done that and it is a matter of 
record, and I would be very happy to furnish it to you, do you believe 
he should be able to trade any industry that he wants to to further 
his foreign policy which he can do without consulting Congress, your 
Senators or Congressmen? Where are you from, by the way? 

Miss Merkuez. Pennsylvania. 

Senator Matone. A fine State—that your Senators and Congress- 
men have nothing whatever to do with fixing tariffs any more? 

They can take up any product they want to, but unless they do 
especially, they have nothing whatever to do with it, so Secretary 
Dulles testified Saturday. They are not informed of what the State 
Department is going to do until after they have done it and they are 
not allowed to attend the meetings over there at Geneva, neither 
Congressmen or Senators or you, but after the agreements are signed, 
sealed, and delivered, then they furnish the copy to Congress. 

Are you aware of that method of doing business? 

Miss MerIkue. Yes, sir, generally, although it is my understanding 
that there has been an amendment to the Trade Agreements Act put 
in by the House which would give the Congress, by a two-thirds vote, 
the right to restore the Trade Commission’s recommendations if the 
President 

Senator Matong. The Tariff Commission. 

Miss Merkue. The Tariff Commission. 

Senator Matong. That is right. It is pretty hard to get a two- 
thirds. Wouldn’t you favor a joint resolution if it was serious enough 
that your Senators and Congressmen, in a joint resolution by the 
majority would be against going below what they call the peril point 
at the moment, that it ought to prevail? 

Miss Merxkuz. I don’t think so, sir. I think that our organization 
would still prefer to see the President taking all of the factors of 
foreign policy into consideration, having the greater discretion. 

Senator Matong. He could consider what he himself believes to 
be at the moment the factors of furthering his foreign policy. 
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The crockery business has been traded off. I could go into 40 or 
50 of them. There is no need to go into it. 

You believe he should have the authority to do it? 

Miss MEIKLE. Yes, sir. 

Senator Matonr. Then I know you are sure, you already dis- 
cussed this a moment ago, that the rules and regulations of GATT 
make it unnecessary for the 36 foreign competitive nations sitting in 
Geneva with us as member 37, each with 1 vote, to keep their share 
of the agreement as long as they can show they are short of dollar 
balance. You believe that is all right? 

Meaning, of course, that they are just short of money to buy 
what they want to buy on the world market and still have money 
enough to keep abreast of their dollar balance of payments. 

As long as they can show that they are short, then they do not 
need to keep their part of the agreement. 

Do you believe that is all right? 

Miss Merkue. I am afraid I am not familiar enough with that 
portion of the GATT agreements. 

Senator Matone. I wih you would study it and if you could 
answer it “Yes” or “No,” or a modification, I would be happy if it 
would show in the record. 

You will allow that won’t you, Mr. Chairman? 

We are not trying to embarrass anybody here. You see you are 
representing a bloc of American taxpayers. You have a fine organi- 
zation in the State of Nevada. Do you know who is the president? 

Miss Merxte. No, I do not. 

Senator Matone. It is Mrs. Bill Darling, one of the finest women 
you ever knew and she was just here in Washington. 

Would you at your convenience or if you could as part of your 
testimony, furnish to the committee a list of your State presidents? 
You do have one in each State? 

Miss MEIKLE. Yes, sir. 

Senator Marone. And your officials that make their headquarters 
in Washington? 

Miss Merxkte. I would be very happy to. I happen to have that 
with me. 

(The material referred to was subsequently submitted for the 
record as follows:) 


STATE PRESIDENTS ATTENDING 1958 STATE PRESIDENTS CONFERENCE 


Alabama: Mrs. Wm. R. Van Gelder, 3705 Mountain Park Circle, Birmingham 
Arizona: Miss Betty Leddy, 2100 North Campbell Avenue, Tucson 
Arkansas: Mrs. L. M. MeGoodwin, Goshen Road, Route 8, Fayetteville 
California: Mrs. Wm. H. N. Bryant, Jr., 1815 Garden Street, Santa Barbara 
Colorado: Mrs. Orville Suhre, 2220 North Nevada Avenue, Colorado Springs 
Connecticut: Miss Margaret T. Corwin, 177 State Street, Guilford 
Delaware: Mrs. Louis Levinson, 206 North Cass Street, Middletown 
Florida: Mrs. Dave Caton, 2203 North 20th Street, Pensacola 

Georgia: Dr. Bernice Freeman, 305 Park Avenue, LaGrange 

Idaho: Mrs. Kales Lowe, 1830 Conant Avenue, Burley 

Illinois: Dr. Jean Liedman, 813 East. Broadway, Monmouth 

Indiana: Mrs. Harold Donieker, Rural Route No. 2, Connersville 

Iowa: Mrs. George Barbour, 629 Seventh Street, West Des Moines 

Kansas: Mrs. Walter A. Meyers, 5923 Hardy, Merriam 

Kentucky: Mrs. Earl W. Roles, 609 Emery Road, Louisville 

Louisiana: Miss Ivey Gravette, 109 Marv Street. Pineville 

Maine: Dr. Margaret Dickie, Jackson Memorial Laboratory, Bar Harbor 
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Maryland: Mrs. William R. Hinshaw, 140 Kline Boulevard, Frederick 
Massachusetts: Miss Marian G. Cruikshank, 52 William Street, Worcester 
Michigan: Mrs. C. M. Humphrey, Jr., 121 West Arch Street, Lronwood 
Minnesota: Mrs. E. R. Komarek, 729 Fifth Avenue Southeast, St. Cloud, Minn. 
Mississippi: Mrs. Saul Habas, 604 Orleans Street, Natchez 

Missouri: Mrs. Otto C. Seymour, 520 North Byers Avenue, Joplin 

Montana: Mrs. R. R. Renne, Route 2, Bozeman 

Nebraska: Dr. Leona M. Failor, 608 West 26th Street, Kearney 

Nevada: Mrs. W. R. Darling, Jr., 1305 Purple Sage, Las Vegas 

New Hampshire: Mrs. G. R. Johnson, Durham Point Road, Durham 

New Jersey: Mrs. Everett Preston, 937 Bellevue Avenue, Trenton 

New Mexico: Mrs. Robert J. Green, 3024 Mackland Avenue NE., Albuquerque 
New York: Mrs. George W. McLellan, 65 East Fourth Street, Corning 

North Carolina: Dr. Leslie W. Syron, Meredith College, Raleigh 

North Dakota: Dr. Adeline Olson, State Teachers College, Mayville 

Ohio: Miss Flora G. Flint, 505 Stonewood Drive, Akron 

Oklahoma: Miss Ruth Arnold, 902 Wilson, Norman 

Oregon: Miss Maurine Laber, 3716 Southwest Mount Adams Drive, Portland 
Pennsylvania: Mrs. Alfred W. Crozier, 6837 Juniata Place, Pittsburgh 

Rhode Island: Miss Evelyn Morris, Little Rest Road, Kingston 

South Carolina: Mrs. John T. Bregger, 318 College Avenue, Clemson 

South Dakota: Mrs. William Lamont, Meadowlark Farm, Route 1, Aberdeen 
Tennessee: Miss Marie White, 1218 Byrne Avenue, Cookeville 

Texas: Dr. Gladys Hicks, Baylor University, Waco 

Utah: Mrs. Gladys Harrison, 895 East Ninth North, Logan 

Vermont: Miss Genieve Lamson, 6 Prospect Avenue, Randolph 

Virginia: Mrs. J. 8. G. Carson, Curator’s Cottage, Quinlan Street, Lynchburg 
Washington: Mrs. Robert D. Williams, 3116 Maringo Road, Olympia 

West Virginia: Miss Edith Castleberry, 12424 Ninth Avenue, Huntington 
Wisconsin: Mrs. James Hill, Jr., P. O. Box 75, Baraboo 

Wyoming: Mrs. Wilson J. Walthall, Jr., 1314 Steele Street, Laramie 


List oF MEMBERS ATTENDING 1958 StaTE PRESIDENTS CONFERENCE 


BOARD OF DIRECTORS 


President: Dr. Anna L. Rose Hawkes, 1634 I Street NW., Washington, D. C. 

First vice president: Dr. Hallie Farmer, Anderson, Ind. 

Second vice president: Mrs. Frederic Gilstrap, 1800 Rio Grande Boulevard, 
Albuquerque, N. Mex. 

Recording secretary: Dr. Minnie M. Miller, Kansas State Teachers College, 
Emporia, Kans. 

Treasurer: Mrs. Charles Concordia, 1704 Lexington Parkway, Schenectady, N. Y. 


VICE PRESIDENTS FROM THE REGIONS 


North Atlantic: Mrs. Herbert W. Anderson, Prospectville, Pa. ; 

South Atlantic: Dr. Rosamonde Ramsay Boyd, Converse College, Spartanburg, 
S. C. 

Northeast Central: Miss Alice L. Beeman, 1100 Hill Street, Ann Arbor, Mich. 

Southeast Central: Miss Henrietta M. Thompson, University of Alabama, Box 
1983, University, Ala. 

Northwest Central: Mrs. Lawrence E. Schneider, 5700 London Road, Duluth, 
Minn. 

Southwest Central: Mrs. Erwin C. Ochsner, 81 Avondale, Amarillo, Tex. 

Rocky Mountain: Dr. Lillian G. Portenier, University of Wyoming, Laramie, 
W yo. 

North Pacific: Dr. Marion Fish Cox, 4510 54th Avenue NE., Seattle, Wash. 

South Pacific: Mrs. Ray W. Townsend, 4520 Pepperwood Avenue, Long Beach, 
Calif. 

COMMITTEE CHAIRMEN 


Education: Dr. Kate Hevner Mueller, Indiana University, Bloomington, Ind. 

International relations: Dr. Meribeth E. Cameron, Mount Holyoke College, 
South Hadley, Mass. 

Social and economic issues: Dr. Janet L. MacDonald, Hollins College, Hollins 
College, Va. 





TRADE. AGREEMENTS ACT EXTENSION 


Standards and recognition: Dean Eunice C. Roberts, Indiana University, Bloom- 
ington, Ind. 

Fellowship program: Dean Elizabeth S. May, Wheaton College, Norton, Mass, 

Legislative program: Mrs. Walter M. Bain, 175 Linden Avenue, Oak Park, III. 

= women: Miss Ysabel H. Forker, 2724 West 19th Street, Bakersfield, 

ali 
Bylaws: Mrs. Arne Fisher, 34 Elm Court, South Orange, N. J. 
Arts: Dr. Eugenie M. Oole, 345 Ramsey Street, Mankato, Minn. 


EX-OFFICIO MEMBERS 


General director: Dr. Helen D. Bragdon 
Controller: Miss Eleanor J. Sieg, 1634 I Street, Washington, D. C. 
Fellowship awards: Dr. Mary F. Keeler, dean, Hood College, Frederick, Md. 
Fellowship funds: Dr. Ethel M. Barber, 2636 Walnut Avenue, Evanston, IIl. 
International grants: Dr. Janet Clark, 708 Cedar Croft Road, Baltimore, Md. 
meee fund raising: Miss Flora Rawls, Memphis State University, Memphis, 

enn. 

HEADQUARTERS STAFF 


General director: Dr. Helen D. Bragdon 

Controller: Miss Eleanor J. Sieg 

Journal editor; publications and public relations: Miss Elizabeth Phinney 
Elementary and secondary education: Miss Christine M. Heinig 

Higher education: Dr. Eleanor F. Dolan 

International relations: Miss Dorothy B. Robins, American Association of 
_ University Women, 1634 I Street, Washington, D. C. 

Social and economic issues: Mrs. Edith H. Sherrard 

Legislative program: Mrs. Alison G. Bell 

Status of women: Mrs. Ruth 8. Brumbaugh 

Fellowships; membership organization: Miss Mary Haley Smith 

Special assistant for fellowship funds: Mrs. Blanche E. Espy 

Coordinator, arts resource center: Miss Mary-Averett Seelye 

Travel program coordinator: Mrs. Esther H. Alford 

Special assistant in publicity and publications: Mrs. Mary B. Boyette 

Senator Matone. Thank you Mr. Chairman, and if I may sum up 
the testimony and not take the time of the committee, that is all, I 
appreciate the fact that you and Mrs. Laves and others of your 
caliber and the organizations you represent are coming here and 
giving us an opportunity to question you, and I assure you that you 
have your full right to your opinion. 

You may be right or may be wrong and I may be right or wrong, 
but as long as we can keep it on that basis, and every taxpayer and 
everybody in the United States has a right to say what they care to 
say, I think we are getting along pretty good. 

‘Miss Merxue. Thank you. 

Senator Lonc. Senator Carlson, you are next in the order of 
seniority in the committee, even though there is a Democrat between 
you and Senator Douglas that I could call on. 

Senator Cartson. | would be glad to yield. 

However, I have just 1 or 2 questions. I believe Miss Meilke, you 
had your national meeting or national convention here last w eek in 
Washington. 

Miss Merkie. There was a State presidents meeting here in 
Washington. 

Senator Cartson. Did you take any action in regard to extension 
of reciprocal trade agreements at that time? 

Miss Merkur. I was not here. Dorothy Robins. 

Miss Rosins. There was no specific action taken on reciprocal 
trade at this past meeting, the official action was taken at the June 
biennial convention a year ago in Boston. 
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However, the State presidents who know about the intensive 
educational campaign which has been carried on among the member- 
ship, actually since reciprocal trade idea was first put forth, knew 
about the fact of the testimony today and lent their good w ishes and 
congratulations to this action. 

Senator Martone. All of this testimony would be available to the 
State presidents, and they were supposed to go out and sell this pro- 
gram regardless of what they think about it, are they? 

Miss Merkue. No, sir. 

Senator MALone. They are not? 

Miss Merxte. I[ beg your pardon. 

Senator Matone. They are supposed to go out and sell this pro- 
gram to their States, regardless of what they personally think about it? 

Senator Lona. I believe we had better let Senator Carlson have 
his turn as he has only asked a few questions this morning. 

Senator Matong. Thatisright. I think I ought to have an answer. 

Miss Merxte. Shall I answer the question? 

Senator Lone. Answer the question and then we will turn the 
floor over to Senator Carlson. 

Miss Merk.e. Of course, it is an AAUW sponsored program in that 
we advocate all of our branches, study and take action on this partic- 
ular item. However, we do not expect any person who is personally 
opposed, to advocate something that she is personally opposed to. 

I think that would be very difficult for anyone to do. 

Senator Lone. Senator Carlson. 

Senator Cartson. In view of the questions just asked by the Sen- 
ator from Nevada, I would say, knowing the heads and many members 
of the university women, I don’t think anyone could convince them 
they should go out and advocate anything against their ideas. 

Miss Merkur. I think so. 

Senator Carson. T hey are a splendid group of outstanding women 
and in many of our State schools and doing a splendid job and you 
have been a very able representative here this morning and I shall 
report your work. 

Miss Merkuz. Thank you. 

Senator Lona. Senator Douglas. 

Senator Dovcias. I have no questions except to say I want to 
thank the witness and those who are also going to testify today for 
coming here, they have nothing to gain individually by their testi- 
mony, “and the Vy represent a group which normally is not heard before 
committees, namely consumers and citizens who are simply generally 
interested as distinguished with specific interest and I want to express 
my appreciation for the trouble they have taken in preparing their 
statement, Mr. Chairman. 

Senator Lone. I would like to ask one question relating to an as- 
sertion I have heard about your organization and about the Lea gue of 
Women Voters. To what extent is ; the opposing point of view debated 
in your meetings? 

On the Senate Finance Committee there are some members who are 
in favor of expanded foreign trade, like Senator Douglas, and Senator 
Gore, we have some who, like Senator Malone, feel the present program 
is injuring a number of American industries. I do not think that 
Senator Malone’s vigor is exceeded by any Member of the Senate in 
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opposing the way the program is being administered at the present 
time. 

I would appreciate your answering this question. To what extent 
do you have vigorous dissenters to the present trade program within 
your own organization? 

Do you have some who have studied the matter thoroughly and 
debate vigorously against the prevailing view of your organization of 
the Association of University Women? 

Miss Merxue. I think we undoubtedly have some persons and [ 
think I can speak from my experience in Pennsylvania primarily not 
from any other State. We had a number of branches in Pennsylvania 
where I know the international relations study group did study the 
matter of reciprocal trade and mutual security very thoroughly and 
I would assume certainly there were persons who dissented because 
there are naturally persons who have individual interests who are 
going to be opposed to this program and those points of view were 
expressed. 

Nevertheless, many of our study groups take action in recom- 
mending to their members that they support the extension of the 
reciprocal trade agreements. 

Senator Lone. May I suggest that, if any of your organizations 
are looking for information to buttress the case, they can get informa- 
tion from the office of Senator Malone. 

Senator Matone. Just to keep the record straight, all of us are 
for expanding free trade. It is a question of whether you think of 
sacrificing an industry in the interest of foreign policy. 

The question is whether it is worth it to do that or just to have a 
principle laid down that the Tariff Commission, an agent of Congress, 
be so set up that they shall always have that flexible duty, impost or 
tariff, whatever you want to call it, to equal the difference between 
the wages and cost of doing business here and in the chief competing 
nation—and to lower that tariff as the living standards of that nation 
might increase. When their living standard increased to equal ours 
there would be automatic free trade. 

We are all for free trade. It is a matter of how we reach it. 

Miss Merkur. Of course, we said, as I said in the prepared state- 
ment, if industries are damaged by the trade program that Congress 
could provide other methods of taking care of it. 

Senator Matone. That is what some of us are trying todo. What 
other method would you have for taking care of it? 

Miss Merkur. Well, I cannot speak authoritatively about the 
proposals, the trade-adjustment proposals. I think that such things 
would be better veda out by people much more familiar with those 
matters than we are. 

Senator Matone. Yes. I thought maybe you had a reference to 
a bill that the State Department has generally supported over the 
years, to appropriate money so that when men are put out of work 
through cheap imports they would be trained for other work and 
transportation provided to take them to other areas, and also to 
compensation to a certain extent stockholders of industries that had 
been hurt. 

I thought maybe you had reference to that. 

Miss MEIKLE. Yes, sir; we have been familiar with those proposals. 

Senator Matone. That is the way they do it in Russia, only they 
don’t need a congressional act. 
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That is all, Mr. Chairman. 

The CrarrMan. I place in the record at this point the statement 
of the General Federation of Women’s Clubs, 1734 N Street NW., 
Washington, D. C., submitted by the president, Miss Chloe Gifford, 
in lieu of personal appearance. 

(The statement referred to follows:) 


STATEMENT ON ReEcrIPROCAL TRADE AGREEMENTS PRESENTED By Miss CHLOE 
GIFFORD, PRESIDENT, GENERAL FEDERATION OF WoMEN’s CLUBS, WASHING- 
TON, D. C. 


The General Federation of Women’s Clubs is an international organization of 
12 million members, including our associates. We have clubs in every State and 
in our Territories, and in 60 countries throughout the world. We were chartered 
by Congress in 1901. 

The principles of the reciprocal trade agreements, as passed by the Congress 
in 1934, were considered by our State conventions and endorsed by national con- 
vention in 1938. By resolution at national convention the General Federation 
has supported legislation which would extend the life of the agreements every 
time such legislation was necessary. At our last convention in Detroit, June 1958, 
GFWC delegates amended the resolution passed in 1948 in order to support the 
proposed extension for 5 years. 

The women of the General Federation take an intelligent approach to economic 
problems—they are wives of prominent business and professional men of this 
country. Many are themselves engaged in the business, industrial, and profes- 
sional fields. They study and think about what is good for the security and 
defenses of the United States. They believe the foreign policy of the United 
States, as expressed in the reciprocal trade agreements program, is wise and for- 
ward looking which would not only aid friendly nations but would be of great 
economic benefit to the United States. 

Our members believe in the free enterprise system. They do not wish to injure 
domestic enterprise—they have confidence in the ingenuity of the American 
people. They believe that in a rapidly changing world where distances have been 
so drastically reduced by transportation and communication we must extend our 
ideals of free enterprise. It would be short sighted to think we can sell free enter- 
prise if the principle is to be confined to industry within our own borders. 

We feel certain that American industry will be challenged to develop new and 
better merchandise for Americans as well as for export in competition. We have 
confidence in American business and industry. Russia has challenged the free 
— system—we do not want them to prove it cannot compete with foreign 
trade. 

We know the law will have certain safeguards, that whoever is President of the 
United States will use good judgment in using those safeguards, if and when it is 
necessary. 

It seems to the General Federation that a stronger sense of security for our 
Nation would evolve and a greater sense of confidence in the United States would 
develop among our foreign friends if we extended the Trade Agreements Act for 
5 years at this time. It would surely show that the United States planned from 
strength. We do not dare, in these challenging times, to let it appear we are 
controlled by fear. 

As a strong, progressive nation let us courageously act in the way that will 
create confidence in the United States. We urge you and the full Senate to sup- 
port the proposal for a 5-year extension of the reciprocal trade agreements. 


Senator Lone. Thank you very much. 

Our next witness is Mr. Blough representing the National Council of 
Churches. Mr. Blough, I have a copy of your statement here and 
I believe it is available to the other members of the committee. 

I have asked that it be distributed and inasmuch as we have a 
number of other witnesses we hope to hear today, rather than ask them 
to come back on into the night, 1 would hope that you could follow the 
Reorganization Act where we would print the statement and then 
proceed to examine the witness with regard to it. 
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I believe you have had some experience here up on the Hill in 
Government, have you not, Mr. Blough? 

Mr. Bioven. That is correct. 

Senator Lone. Would you tell us your experience prior to your 
present post? 


STATEMENT OF ROY BLOUGH, REPRESENTING THE NATIONAL 
COUNCIL OF CHURCHES OF CHRIST IN THE UNITED STATES 


Mr. Biover. That is correct. My principal experience in Gov- 
ernment was as Director of Tax Research for the Treasury Depart- 
ment from 1938 to 1946, and Assistant to the Secretary of the Treasury 
from 1944 to 1946, and later as a member of the President’s Council 
of Economic Advisers from 1950 to 1952. 

At the present time, I am professor of International business in the 
Graduate School of Business at Columbia University. 

However, I am appearing here on behalf of the National Council of 
the Churches of Christ in the United States, and what I would like to 
do, if it pleases the committee, is to have the statement printed in the 
record. 

Senator Lona. Yes. 

Mr. Bioveu. But to have leave to read a few parts of the statement 
for the purpose of getting the ideas a little more clearly before the 
committee than might be the case if we had no preliminary statement 
at all. 

| think this might take 5 minutes. 

Senator Lone. Yes; if you can confine yourself to 5 minutes, go 
right ahead. I have noted what I thought were the highlights of your 
statement about which to ask questions. 

Senator Carlson? 

Senator Cartson. Mr. Chairman, before we proceed I had the 
privilege of being on the House Ways and Means Committee and had 
Roy Blough before the committee on many occasions and | think for 
the record it should show he served as economist and adviser to at 
least four Treasury officials in charge of tax-policy matters—Under- 
secretaries Magill and Hanes, Assistant Secretary Sullivan, and 
General Counsel Paul—and then I believe he was himself acting in that 
capacity directly under the Secretary for 2 years or so. 

Mr. Broven. Thank you, Senator. 

First, Mr. Chairman, I think I should say how the National Council 
of Churches arrives at its statement in view—— 

Senator Lone. I would like you to know I have already read your 
statement. 

Mr. Bioveu. Yes; but it does not make quite clear what happens. 

Senator Lona. Yes. 

(The statement in full is as follows:) 


TESTIMONY ON BEHALF OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE U. 8, A., By Roy BLoucH 


My name is Roy Blough. Through your courtesy, I am pleased to testify here 
on behalf of the National Council of the Churches of Christ in the United States 
on the basis of its official policies and by authorization of its appropriate officers. 
I am a member of the general committee of the department of the church and 
economic life of the National Council of Churches and I am appearing here 
through the cooperation of that department with the department of international 
affairs. 
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The National Council of Churches has as its constituent bodies 33 Protestant 
and Eastern Orthodox communions, which have a total membership of approxi- 
mately 38 million persons. While of course I do not presume to speak for these 
38 million individual church members, the views which I am presenting where 
adopted after careful study, discussion, and deliberation by the official repre- 
sentatives of the constituent communions. 


THE COMPETENCE OF THE NATIONAL COUNCIL OF CHURCHES TO SPEAK ON TRADE 
POLICY 


The National Council of Churches believes it has a responsibility to adopt and 
make known a position on international trade policy. The achievement or failure 
to achieve the great Christian goals of dignity and worth of the individual, the 
brotherhood of man, and world peace is dependent not only on the behavior of 
each of us as individuals but also on group action, including governmental policy, 
which is therefore a matter of Christian concern. 

Governmental policy towards international trade has an important bearing on 
the relations of people and of nations. What happens to people and nations and 
world community because of the economic facts of life are matters of concern 
for religious faith and values. In such matters the churches have a particular 
interest and competence. 

In arriving at its position the National Council of Churches has brought to bear 
a number of special elements of competence. First, the churches through their 
world-wide stationing of workers in mission and service enterprises have access to 
first-hand knowledge of the effects of international trade policy on people in many 
countries. 

Second, in the worldwide cooperative work among different church communions, 
notably through the World Council of Churches and its Commission of the 
Churches on International Affairs, Christian groups in more than 50 countries 
meet in periodic internatidnal conferences, and carry on continuing contacts in 
which views are exchanged with respect to the mutual impact of the foreign 
economic policies of nations. 

Third, the National Council of Churches has special departments devoted to 
economic life and international affairs. In these departments outstanding Chris- 
tian laymen who are qualified in various related fields of specialization are regu- 
larly brought together to consider important current issues and to develop policy 
statements which represent both the general concerns of the churches and the 
best informed judgment of laymen who are particularly competent in the matters 
under consideration. 

The churches through the national council have consistently taken the position 
that promoting the economic health of the world will help to create the conditions 
of peace, and that to promote economic health in the world, trade policies should 
be sustained and dependable, should aid economie stability and progress in each 
nation, should be mutually advantageous through increasing international ex- 
change of goods and services, and should lead to the elimination of excessive trade 
barriers. 

SOME STATEMENTS OF POLICY IN RECENT YEARS 


The following are statements on international trade and trade policy made by 
the National Council of Churches in recent years: 

In 1951 the following statement was officially voted: 

“Peace among nations and trade among nations are interrelated, for the first 
requires and the other aids economic stability and progress in each nation. Asa 
country of unique economic strength, the United States should adopt on the 
national level, and support on the international level, policies which will be 
mutually advantageous through an increasing exchange of goods and devices 
* * *”’ (The National Council of Churches Views Its Task in Christian Life and 
Work, ‘“‘approved”’ for publication May 1951.) 

In that same year, with regard to Japan in particular, at the time of urging 
ratification of the treaty, the National Council of Churches spoke as follows on 
the matter of trade for Japan: 

“It is our hope that the provisions therein contained will promote the economic 
well-being of Japan. The limitations of the sovereignty of that country to the 
Japanese home islands pose for its 83 million people an exceptionally difficult 
but not insuperable problem * * *, Since the Japanese people cannot subsist 
upon their own very limited agricultural resources, Japan must be helped to a 
position where she can support herself by trade abroad. If we would build con- 
structively for peace in the Far East, Japan must be allowed access to raw mate- 
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rials and overseas markets.” (The Treaty of Peace With Japan, November 28, 
1951.) 

In 1952, previously adopted and maintained policies of the churches cooperating 
in the National Council of Churches were recorded in this way: 

“The national council has supported the United States program of economic aid 
and technical assistance to the underdeveloped areas of the world and the prin- 
ciples embodied in the reciprocal trade agreements which seek to promote economic 
health in the world community by eliminating excessive tariff barriers.” (Christian 
Responsibility in the 1952 Election, September 24, 1952.) 

In 1953, the National Council of Churches declared: 

“Even highly developed areas cannot become economically healthy unless the 
United States has a sustained trade and tariff policy which will permit them to 
sell more goods here.”” (The Price of American Power, September 16, 1953, for 
publication, October 25, 1953.) 

In 1957, while concentrating on issues of economic aid, the National Council 
of Churches also expressed its concern for constructive international trade pro- 
grams: 

“The National Council of Churches on the basis of Christian concern, and in 
keeping with actions of many of its constituent bodies, holds that the United 
States should continue to develop, improve and expand programs of technical 
assistance, economic aid and international trade such as will make for stability, 
justice, freedom and peace for the peoples of the underdeveloped areas of the 
world and for all nations including our own.”’ 


THE INCREASED IMPORTANCE OF TRADE POLICIES AND PROGRAMS IN THE 
NUCLEAR-SPACE AGE 


The most recent official policy statements of the National Council of Churches 
emphasize the increased importance of constructive trade policies and programs 
in the nuclear-space age. Taking recognition of the beginning of this new era in 
human history, the general assembly of the National Council of Churches meeting 
in St. Louis, December 5, after a process of careful consideration by responsible 
units within the council, adopted two significant statements which are pertinent 
to the subject of these hearings. The vote on the first was unanimous and that 
on the second virtually unanimous among the total number of 520 registered, 
voting delegates. 

In the first statement on ‘Some Hopes and Concerns of the Churches in the 
Nuclear-Space Age”’ the point is made that “the present crisis with its dangers 
and opportunities, while partially military and scientific, is of broader and deepe: 
nature. It is also educational, political, psychological, economic, diplomatic, and 
cultural. Even more fundamentally, it is moral and spiritual.’’ In terms of the 
urgent need for nonmilitary actions by our Government in these days, and espe- 
cially concerned with political and economic policies, this statement declares: 

‘“‘We must take fuller account of the revolutions of rising expectations among 
newly developing areas for more freedom, dignity, independence, and a fuller 
share in the control and the benefits of modern industrialization. 

‘We must recognize that questions are now raised as to the adequacy of United 
States and other free nations and systems not only in science and know-how but 
also in economic and political leadership. We believe our Nation must react not 
defensively but in constructive policies and programs to demonstrate the values 
of our society in economics, political procedures, and human values. We must 
avoid, however, attempting to impose our ways on other peoples, and we must 
encourage their developing of their own ideas and institutions for human good. 

“We urge our Nation to take new diplomatic initiative in persuasive ways, mak- 
ing maximum use of the United Nations and its agencies, and working more 
sensitively and comprehensively through appropriate bilateral and regional means. 
Our coalitions must be strengthened in mutual efforts and sharing of concerns 
and knowledge, in reaffirmation of their relation to the United Nations and its 
purposes, and in increasing joint responsibilities for economic, political, and social 
well-being of peoples. 

“Our Nation, in partnership with others, we believe, should seize the present 
crisis as an opportunity to give increased moral and spiritual leadership to the world. 
In this we must avoid self-righteousness and moralism, but develop domestic and 
foreign policies and practices which will give more compelling witness to our funda- 
mental concerns as a Nation for human rights and human values, for independence 
and interdependence, for freedom and responsibility, for justice and peace.” 


TRADE AGREEMENTS ACT EXTENSION 277 


Spelling out more fully the nature of foreign economic policy which Christian 
faith and values and the international facts of life demand at this moment of his- 
tory, the General Assembly of the National Council of Churches adopted this 
official statement on international aid and trade: 


““OUR CHRISTIAN CONCERN 


“Oneness in Christ across the nations requires mutual aid and trade. 

‘‘As Christians we feel compelled to give our special support to the further de- 
velopment ot foreign economic policies of the United States which will reflect our 
interest in man’s welfare in other countries as well as in our own. We believe that 
constructive policies of international aid and trade are essential to the creation 
of conditions of peace with justice and freedom. 

“The natural wealth of the world and the capacity to transform raw materials 
into desirable goods are not evenly distributed among nations. Our own country 
is richly endowed and highly developed. Some countries may be able to produce 
many commodities efficiently but have serious shortages in other essentials. Still 
other lands have such a low level of production that most of their citizens live in 
poverty, disease and illiteracy. These nations are all in our world and their people 
are all in God’s concern. As Christians, we cannot help but be distressed by human 
misery and misfortune wherever it may be, and seek appropriate ways by private 
and public means to promote the welfare of our fellow men. 


“INTERNATIONAL TRADE 


“Trade in goods and services as a cooperative effort benefits both buyer and 
seller. On the basis of the principle of mutuality, in our own interest and in that 
of our neighbors, our economic foreign pdlicies should seek expansion of trade. 
We believe that encouragement should be given industry to expand its interna- 
tional trade by constructive governmental policies. As a means of lowering bar- 
riers to trade, we support the principle of reciprocal trade agreements. We hope 
this program wi!l be extended for at least another 5 years without weakening 
amendments. We urge that in its provision and operation there be less emphasis 
on reinforcing trade barriers and more on expanding trade. Further, we endorse 
United States participation in the international machinery necessary for efficient 
and orderly administration of the reciprocal trade agreements system such as is 
planned for in the proposed Organization for Trade Cooperation. While advocat- 
ing the strengthening and extension of the reciprocal trade system, we are aware 
that some agreements may have certain local adverse effects. We hold, therefore, 
that as our Government adopts measures to strengthen international trade it 
should also approve programs of special assistance to areas, industries, and people 
adversely affected, to aid them in adjusting to the new conditions brought about 
in efforts for the larger good in an interdependent world. 


“TRADE BENEFITS US AND THE WORLD 


‘Tt is important not only that trade among nations be expanded, but also that 
it be stable. Any significant decline in United States business activity would 
have serious repercussions abroad as well as at home. There will be specific 
benefit to our national economy because of policies which will increase trade, 
but, even more, we urge such policies because they can be of much greater benefit 
to other countries more dependent on trade. Most of all we support such policies 
because they represent an important element in the construction of international 
cooperation which is so essential to building a world of more justice, brotherhood 
and peace. 

“ECONOMIC AND TECHNICAL AID 


“We recognize that trade alone will not enable economically underdeveloped 
countries to realize their potentialities for economie growth and social progress 
including freedom. Both private and public aid, in the form of technical coop- 
eration and capital, is indispensable. Assistance in long-time capital loans on 
favorable terms and capital grants, on a more limited basis, will be needed over 
along period of time to enable such areas to establish their own economies and 
their place in the world market. Greater use should be made of international 
agencies, such as the United Nations and regional organizations. Technical and 
economic aid, while related to other parts of foreign policy, should not be pri- 
marily for political and military considerations, but for the purpose of helping 
people to meet economic and social needs and opportunities. 
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‘IN SUMMARY 


“This assembly advocates balanced, expanding programs of international aid 
— trade to the end that in this interdependent world its various peoples, all 

sated and cared for by God, may have a more abundant life, with more well- 
chan knowledge, justice, freedom and peace. 


Mr. Biouveu. What happens is that there is a department of inter- 
national affairs which has a general committee of about 120 men and 
women from various walks of life, employers, employees, farmers, 
economists, professional people, clergymen and so on, and they 
hammer out problems which involve moral responsibility on the part 
of the churches, and come up with statements regarding those matters 
on which they believe a stand should be taken. 

These statements then, if they can get virtually unanimous support, 
with very little dissenting opinion—and that was true in this case—go 
up to the executive committee of a higher body, the division of 
Christian life and work, where the statement is considered, and if it 
is passed there it goes either to the general board or the general 
assembly of the National Council of Churches, which represents 
about 38 million members of 33 Protestant and eastern Orthodox 
communions. 

Among the national council statements over the past 7 years favor- 
ing a liberalized trade policy, the one I particularly wish to mention 
was passed by the general asse ‘mbly last December at St. Louis by a 
virtually unanimous vote on the part of the 504 delegates. There 
was only a very small scattering of negative votes. 

Now there are two paragraphs from this statement which I would 
like to read, Mr. Chairman, if I may. 

Senator Lone. Go ahead. 

Mr. Buiovanu. They are as follows: 


Trade-in goods and services as a cooperative effort benefits both buyer and 
sellér. On the basis of the principle of mutuality, in our own interest and in that 
of our neighbors, our economic foreign policies should seek expansion of trade. 
We believe that encouragement should be given industry to expand its inter- 
national trade by constructive governmental policies. As a means of lowering 
barriers to trade, we support the principle of reciprocal trade agreements. We 
hope this program will be extended for at least another 5 years without weakening 
amendments. We urge that in its provision and operation there be less emphasis 
on reinforcing trade barriers and more on expanding trade. 

Further, we endorse United States participation in the international machinery 
necessary for efficient and orderly administration of the reciprocal trade agree- 
ments system such as is planned for in the proposed Organization for Trade 
Cooperation. 

While advocating the strengthening and extension of the reciprocal-trade sys- 
tem, we are aware that some agreements may have certain local adverse effects. 
We hold, therefore, that as our Government adopts measures to strengthen inter- 
national trade it should also approve programs of special assistance to areas, 
industries, and people adversely affected, to aid them in adjusting to the new 
conditions brought about in efforts for the larger good in an interdependent 
world. 

It is important not only that trade among nations be expanded, but also that 
it be stable. Any significant decline in United States business activity would 
have serious repercussions abroad as well as at home. There will be specific 
benefit to our national economy because of policies which will increase trade, 
but even more, we urge such policies because they can be of much greater benefit 
to other countries more dependent on trade, 

Most of all we support those policies because they represent an important ele- 
ment in the construction of international cooperation which is so essential to 
building a world of more justice, brotherhood, and peace. 
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I will let the rest of the statement go into the record, Mr. Chairman. 

Senator Lona. Fine. I would like to get something of your view, 
and I assume in some instances it will be your personal view, but you 
are a well versed witness on this question, with regard to one or two 
of the aspects of foreign imports. 

It would seem to me some people are in a very good position to 
look at this problem from a statesmanlike point of view. I have 
noticed that our automobile exports are four times as large in dollar 
yolume as our imports. 

Our chemical exports are seven times as large as our imports of 
chemicals, but one chemical industry wants protection. 

Our exports of some types of electrical machinery, printing equip- 
ment and office supplies are nine times as large as our imports. 

I think that those industries can very well take a statesmanlike 
point of view. They can afford to be in favor of expanded foreign 
trade even if it means more imports, can’t they’ 

Mr. Buiovuau. Yes, sir, I think they should Ee able to. 

Senator Lona. Although many automobiles are now being imported, 
our automobile industry is currently gaining more business than it is 
losing. 

What is your view about the situation in which a foreign producer, 
because of our technical and material aid, is in the position of producing 
at a lower price than the American producer? 

Do you believe we should simply make arrangements for the Amer- 
ican producer to go out of business or do you think we should work 
out an arrangement whereby at a particular level we would protect 
the market of the American producer? 

Mr. Bioveu. Well, this is, of course, a very central question—and 
I am now speaking as an individual and not representing the National 
Council of Churches. 

Senator Lona. Yes. 

Mr. Buovuau. The export trade of the United States is closely 
linked to the import trade of the United States, because if it were not 
for our imports our exporters would not be able to sell abroad. 

In a very real sense the competition from foreign producers is at 
bottom really competition from our export industries. Our export 
industries have shown that they are relatively more efficient, in com- 
parison with foreign producers, than are the industries unable to 
meet foreign competition. They pay American wages and still under- 
sell their foreign competitors. 

The United States exports those kinds of goods on which our com- 
parative costs are low and imports those kinds of goods on which our 
comparative costs are high. 

In this country we have in general felt that competition is in the 
national interest, even though some businesses are driven out by 
competition. Every day we have many business concerns that go 
out of business, not because of foreign competition but because of 
domestic competition. 

My point is that in foreign trade our exporters, the ones who can 
sell more cheaply and produce more cheaply than foreign producers, 
are in competition with our domestic producers in the import in- 
dustries, although superficially it does not appear that way. 

If we cut down on our imports, our exports will fall; if we increase 
our imports, we have every reason to believe that our exports will 
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rise. In view of the situation I would say, that from the viewpoint 
of the national economy, while I hate to see anybody hurt, we must 
expect some people to be hurt. 

We should not forget that the industries which are protected by 
tariffs or quotas have been bolstered by Government intervention. 
They are the beneficiaries of special Government interference in the 
market. 

However, they have been built up under that intervention, and they 
have gone on for many years, and we must recognize that they have 
developed an expectation that the intervention will continue. Some 
injustice results from reducing it or taking it away. 

But at the same time, we know that there are many injustices 
inherent in any economic system, including the American economic 
system. I am afraid that we simply will have to consider that the 
particular interests of some people must give way to the larger interests 
of consumers and of national economic strength. 

An export industry from the viewpoint of justice is no more de- 
serving than an industry that is subject to import ¢ ompetition. Neither 
is more important than the other essentially, but in case we have freer 
trade and are able to buy abroad at lower prices, we benefit the general 
consuming public and the national economy, while, as between groups, 
we are benefiting the export industries and are permitting difficulties 
and perhaps harm to come to industries which are subject to import 
competition. 

Senator Lone. This thought occurs to me. 

The petroleum and the automobile industries are essential in 
commerce. 

The automobile is not as essential to the national defense as the 
products to which the automobile industry can convert in the event of a 
national emergency. Moreover, the heavy industries that exist by 
supplying components to the automobile manufacturers are essential 
to America. 

Foreign producers have approximately 25 percent of the petroleum 
market, while, in 1957, 337 million gallons were imported and 1 bil- 
lion 300 million exported from the United States. 

The automobile exports are four times as great in dollar volume as 
the imports. 

I should think the statesmanlike thing to do would be to say, ‘‘What 
is the tariff on automobiles?” 

Take it off automobiles and give petroleum a little more protection. 

I wonder how this idea appeals to you. 

Mr. Bioveu. I do not quite get the point. 

Senator Lone. What is the tariff on automobiles? 

Mr. Buioveu. I do not recall. 

Senator Matons. Ten percent. 

Senator Lone. It has been reduced to 7. 

Senator Matons. Seven and a half. 

Senator Lona. I understand it has been reduced to 7% from 10. 

What would be your reaction to further reducing the tariff on 
foreign-produced automobiles? Our automobile industry does not 
seem to need protection, while possibly our oil industry could use this 
protection. 

Mr. Buioveu. I would have no objection to taking the tariff off 
automobiles, as far as that is concerned. But on petroleum I think 
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the statesmanlike thing to do is to see to it that 25 or 50 years from 

now we still have some petroleum, and that the best way to have some 
etroleum in 25 or 50 years is to meet a substantial part of our needs 
y imports. 

Senator Lone. Let me ask you this: Suppose a war actually broke 
out and we were producing at 60 or 70 percent or even 50 percent, 
of our present capacity to supply our market. How long do you 
think it would take us to produce at full capacity if our foreign 
suppliers from Saudi Arabia and Venezuela were cut off by Russian 
iaaarines? 

Mr. Buioucu. This would depend of course on what had happened 
to our wells in the meantime. 

Senator Lona. Do you expect any industry to maintain a capacity 
of 100 percent greater than its production without a very heavy 
subsidy from the taxpayers? 

Mr. Biovau. It would depend on the circumstances whether they 
could afford to do it. 

The chances are we would not have as extensive a research and 
development program as we have had. 

Senator Lona. Well, does not capacity tend to come into line with 
the volume sales of almost any industry? 

Mr. Biovuau. Over the long run that is certainly true, of course. 

Senator Lona. If we were producing half of our domestic require- 
ments and suddenly found ourselves at war with 500 to a 1,000 
Russian submarines cutting off our shipping lanes, how long do you 
estimate it would take us to produce the necessary supply of petroleum? 

Mr. Buioveu. If, in the case you are giving, the wells in the United 
States had been operating at full capacity, and the war then cut us 
off from imports, it would of course take a long time, at least 5 years. 

Senator Lona. It might take a lot longer than that, might it not? 

Mr. Buovau. Yes. 

Senator Lona. If we had to ration steel? 

Mr. Buovau. Yes. If, on the other hand, our wells were operating 
at 50 percent or less of capacity, we could expand the production to 
meet the need virtually overnight. So there is some advantage in 
having an industry which is running at substantially less than full 
capacity. 

enator Lona. You realize that the reason the capacity at the 
present time far exceeds production is because you have been cutting 
back on the production of the industry in the last few years. 

At the time of Suez, however, you were asking for the production 
of all the oil you could pull out of the ground. 

Now the industry is being required to cut back to about 50 per- 
cent of capacity. If you keep production there it seems logical that 
they are not going to drill or develop as many wells as they would 
otherwise. This is particularly true because most of the major 
companies produce oil in Saudi Arabia as well as in this country. 

They would much prefer bringing in cheap oil from Saudi Arabia 
rather than producing as much of it in America. 

Mr. Biovueu. They would bring in oil from where they could make 
the most money on it. 

Senator Lona. If they can produce it at half the cost in Saudi 
Arabia would not they rather produce it there and bring it to America? 
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Mr. Buoveu. If they could land it here, considering the cost of 
transportation, yes, of course. 

Senator Lone. Have you any experience as to what the transporta- 
tion costs are? 

Mr. Biovau. My recollection is that we are not getting a great 
deal of Saudi-Arabian oil here. I think what has happened more is 
that the petroleum from the Middle East has been going largely to 
Europe, and our market has been considerably reduced in Europe on 
account of that. 

We have been getting Venezuelan oil mostly. 

We may have been getting some oil from the Middle East. 

Senator Lona. Are you making that statement with regard to 
products as well? 

Mr. Biovexr. No, I would not make that, in fact the statement is 
one based on memory. 

Senator Lone. Guesswork? 

Mr. Biovenr. No, not guesswork. I am trying to remember. 

Senator Lone. On present-day facts? 

Mr. Buioveu. I am trying to remember. 

Senator Lone. Remember from when? 

Mr. Buoveau. I looked into this 3 or 4 years ago. I am not pre- 
pared to say that my memory is correct. _But—— 

Senator Lone. What is your estimate of the cost of hauling oil here 
from Saudi Arabia? 

Mr. Bioven. I would not want to guess. 

Senator Lone. Would 5 cents a barrel sound reasonable? 

Mr. Buiovagz. No, sir. 

Senator Lone. How far out of line would that be? 

Mr. Buiovau. Well, now, if vou are going to push me into showing 
that my memory for figures is bad, I would say that the cost is very 
much higher than that, many times 5 cents. But I would not want 
to say how much. 

Senator Lone. If 5 cents a barrel were the approximate cost on 
a $3 barrel of oil, you can see that would be a very small fraction of 
the total cost. 

Mr. Buioven. That is correct, assuming the 5 cents. 

Senator Lone. The cost of producing oil in Saudi Arabia is only a 
fraction of what it is in the United States because the oil is near the 
surface. The profits are fantastic as compared to those arising from 
operations on the small strata of oil sand in most American wells. 

Mr. Buioveu. That is correct. I would say with respect to the 
American petroleum industry that the problems of the very short 
run, of the middle run, and of the long run are somewhat different. 

Senator Lona. Do you think it fair for the chemical manufacturers 
who are exporting seven times as much dollarwise as they are import- 
ing, to expand foreign trade at the expense of other industries? 

Would it not be fair for them to say, ‘‘Senators, cut our tariff. 
We have more protection than we need; let’s bring more chemicals 
into America and let the people who are getting hurt have a little 
protection.”’ Would that sound fair to you? 

Mr. Bioven. Of course the so-called chemical industry, as in the 
case of most industries, is not a single, homogeneous industry. 

The chemical industry is made up of a lot of firms making a lot of 
different chemicals, and not all of these firms are making chemicals 
on which they have an export market. 
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Certainly with respect to the large diversified chemical companies 
[agree with you. I have been distressed by the fact that the chemical 
industry has taken the attitude toward protection that it has in 
general. at 

Senator Lone. I notice in a statement of the Commerce Depart- 
ment that in the fields of electrical supplies, industrial, and office 
supplies and printing machinery, these industries would appear to 
be exporting about nine times as much as they import. 

Would it seem logical and fair to you if they came in here and said, 
“We are ahead as 9 is to 1 on this trade business. We think you ought 
to remove the tariffs from the goods in which we are predominant 
on the world market.” 

Would you say that was fair? 

Mr. Bioveu. Well, I would say one of the problems is the one I 
mentioned before. We cannot generalize for the printing industry 
or some other industry. We would need to find out what segment of 
the industry a company was in. 

Those companies which have a fairly broad range of production 
and are engaged in foreign trade as well, that are exporting some of 
their items and on other items are protected from imports by tariffs, 
I would say that such companies obviously ought not to try to have 
it both ways, getting the benefits of export trade on the one hand and 
at the same time demanding protection. 

But a particular company in one of these industries may be just as 
badly hurt as in an industry which has no direct connection, another 
industry entirely. 

Senator Lona. That is the thought that occurs to me. As I tried 
to explain to the Secretary of Commerce, the program should provide 
for a loosening up on the tightened and a tightening up on the loosened. 

I am not sure we will ever obtain a practical program to provide for 
people who are forced to go out of business. 

Mr. Bioveu. That is very difficult. 

Senator Lona. Some suggestions have been made, but I have never 
seen any enthusiasm for them. 

They have never been well received by this committee. 

Senator Humphrey proposed something in this field. It does seem 
to me a man who is driven out of business as a matter of calculated 
national policy should be protected as a laboring man is when he loses 
his job. 

It seems to me, if we want to try to expand foreign trade, we should 
do so in areas where an American has more protection than he needs 
or more exports than imports standing behind the high tariff barrier. 

Well, thank you very much. 

Mr. Buoueu. Thank you. 

Senator Lona. Senator Carlson? 

Senator Caruson. I don’t believe I have any questions. 

Senator Lona. Senator DouG.ias? 

Senator Douaias. Mr. Blough, under the present Trade Agree- 
ments Act, the President, under the escape clause, can raise tariffs 
50 percent above the 1945 level; isn’t that true? 

Mr. Buiovau. I think that is the provision, yes. 

_ Senator Doucias. Now under the bill which is now before us, he 
is empowered to raise tariffs 50 percent above the tariffs prevailing 
in 1934; isn’t that true? 
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Mr. Buoveu. As I understand it, yes. 

Senator Doveras. At that time, the tariff which prevailed was the 
Smoot-Hawley-Grundy tariff? Wasn’t that the highest tariff in 
American history? 

Mr. Buiovau. Yes. 

Senator Doveias. We have had figures produced at other hearings 
that under the Smoot-Hawley-Grundy tariff the average rates 
amounted to 52 percent. 

Senator Lone. Might I just interrupt there? 

Where did that name “Grundy” come in? 

Senator Doucias. Grundy was a participant. He was a Senator 
from Pennsylvania. Not Mrs. Grundy, but Mr. Grundy. [Laughter,] 

To return to the question, the average rate of tariffs at that time 
amounted to 52 percent. 

In 1945 as a result of 1945 tariff, the average rate was 13 percent. 

Now part of this, of course, had been caused by the rise in the 
price level which lowered the tariff on the specific tariffs, of so much 
per pound or per ton or per yard and so on, but about half of the 
decrease came from the reciprocal lowering of trade. 

Well, now, under the law as it now stands, the President has the 
power, under the escape clause to raise tariffs to a level of 20 percent; 
namely, 13 percent and 6% percent, which equals approximately 
20 percent. 

But if we go back, as the administration asks, to where he can 
raise 50 percent above the 1934 levels, he can raise tariffs to an average 
of 78 percent; 52 percent plus 26 percent equals 78 percent; isn’t 
that true? 

Mr. BiovuGcu. Not quite, Senator. 

Senator Dovcias. What is wrong? 

Mr. Buioveu. Because the effect of inflation on the specific rates 
you mentioned before would presumably not be reversed and you 
are talking 

Senator Dove as. Doesn’t he have the power to raise specific rates? 

Mr. Biovex. Well, but the specific rates—— 

Senator Dovatas. I see. 

Mr. Buoveu. You mentioned that about half of the change from 
52 to 13 percent is from the trade agreements and that the rest of it is 
from the increase in price level, so the possible increase is not quite 
as great as you indicated. 

Senator Dovatas. It is three-quarters as bad as that. 

Mr. Buovau. Perhaps, roughly. 

Senator Dovetas. Yes. Well, now, then doesn’t this bill, which 
seems on its face to be a program for expanding trade, have within it 
the possibility that by Executive order the Tariff Commission and the 
President can convert it into a program of greatly restricting trade 
and of approaching the Smoot-Hawley-Grundy Tariff Act of 1930? 

Mr. Buovau. As I interpret it, yes. 

Senator Dovetas. What? 

Mr. Buovau. I so interpret it; yes. 

Senator Dovetas. Don’t you think it would be well to knock out 
that provision that the President has power to raise tariffs 50 percent 
above 1934 and retain the present provision of 50 percent above 1945? 

Mr. Buoveau. I do. 
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Senator Dovetas. I am very glad to have you testify to that effect. 
I, personally, feel this is a great defect of the present bill, and that 
we are greatly in danger of passing an act which, on the face of it, 
seems to be in the direction of expanding trade, but which, by the 
escape clause, by the national-security provisions, by the informal 
quota agreements which we have imposed on Venezuelan oil, and have 
gotten the Japanese Government to impose upon their exports, may 
become an instrument for contracting trade. The reality of this bill 
may be something entirely different from the words used in its support, 
and, being a realist, it seems to me that the principle was wise, and 
that we should not merely give verbal adherence to something which, 
in practice, can be denied. Do you have any comments to make on 
that? 

Mr. Buiovau. I find myself in agreement with your statement, sir. 

Senator Dove tas. Thank you. 

Senator Lona. I believe, at the conclusion of this witness’ testimony, 
the Senate committee will recess, and I want to request the Senate for 
permission for this committee to sit at 2:30 this afternoon. If the 
‘consent of the Senate is not given, why, the committee will meet as 
soon as the Senate adjourns, and continue to hear the remaining 
witnesses. 

Senator Malone? 

Senator Martone. Mr. Blough, your testimony has been very 
interesting. The thing that is particularly interesting to some of 
us is that you purport to represent the National Council of Churches 
of Christ in the United States of America. 

Mr. Biovuenu. I was designated to represent the organization; 
yes, sir. 

Senator Matone. You mean that they are all agreed on the free- 
trade theory of saving the world? 

Mr. Buioveu. First, this statement does not call for free trade, 
and, secondly, of course, they are not all agreed. 

Senator Martone. Well, let us take up the first one. I am glad 
that you say they are not all agreed. Now, you are experienced. 
What is your present job? 

Mr. Bioveu. I am a professor at Columbia University. 

Senator Matone. I recently attended a meeting of Columbia 
University’s School of Engineers, and I found some very fine men 
there, and a lot of them who do not go for a lot of this theoretical 
stuff. I was glad to be there because I had bad a wrong impression 
of Columbia University, that they were all for this billions to Europe 
and free trade and inflation and all, and I found those engineers 
pretty rough and tough, like you find them every place. I had been 
in the engineering business 30 years before I got east of the Potomac 
for the last 12 years. I had made many trips here. I was State 
engineer when we built Hoover Dam. Pretty near everybody opposed 
it but then, after World War II, they said they could not have won 
it without that dam. 

I am very much interested in your theories, because I have a definite 
idea that in your organization the other side of the argument has very 
limited representation. I doubt if some of these things we have 
reviewed this morning reach them completely. We have, they tell 
me, a higher per capita number of churches in Nevada than any State 
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in the Union, and I am pretty familiar with most of these churches 
and their heads. 

Were you ever in a private business? 

Mr. Buovenr. None of any importance; no. 

Senator Matone. That is interesting. It is peace you are after, 
That is the thing you are hanging this thing on with the churches, 
By building these countries up through a division of our markets and 
money, that it will promote peace. “Ts that the main theme of this 
testimony of yours? 

Mr. Bioveu. Excuse me, Senator; I want to find that passage. 

Senator Matons. I read it. It is all right. You must have it in 
your mind. You have been working at it, according to your testimony, 
about 15 years. I would rather you would express it in different 
language than you have there. 

Mr. Biovau. The language is as follows: 

There will be specific benefit to our national economy because of policies which 
will increase trade, but, even more, we urge such policies because they can be 
of much greater benefit to other countries more dependent on trade. Most of 
all, we support such policies because they represent an important contribution, 
an important element in the construction of international cooperation which is 
so essential to building a world of more justice, brotherhood, and peace. 

Senator Matone. [ think it is a very fine statement which means 
nothing at all in the light of the factual evidence. You do not have 
anything there to support it. It is merely a statement, and I will 
say to you a very fine statement; if no one ever questioned it and it 
did do all those things, that would be another thing. 

For 150 years, starting in 1789 with the first tariff act, we had a 
policy in this country of Congress, under article I, section 8, of the 
Constitution, adjusting the duties, awkwardly at times but generally 
to make the difference in the effective wages—and I mean by “‘effee- 
tive wages” that some producers are not as efficient as others—but 
the effective wages and costs of doing business in this country and 
in the chief competing nation on each product, did we not? 

Mr. Bioucu. Are you asking me? 

Senator Matone. I am. 

Mr. Buioveu. I am not aware of that; no, sir; not for 150 years. 

Senator MaLone. How long did you serve in the Government? 

Mr. Buoveu. I was in the Federal Government in fulltime em- 
ployment something over 10 years. 

Senator Matone. That is a terrifically long time not to find out 
what the policy had been. Do you know what the 1930 Tariff Act 
provided as the policy before 1934? 

Mr. Bioveu. The 1930 Tariff Act did have the approach you are 
talking about, but you are going back 150 years. 

Senator Matone. I am. What did the 1789 Tariff Act provide? 

Mr. Bioueu. It said nothing about the point that you have men- 
tioned. 

Senator Matone. Did it not set a tariff high enough so these indus- 
tries should stay in operation in competition? 

Mr. Buioven. It didn’t say that. The Tariff Act——— 

Senator MAatone. No matter what it said, did it not do that? 

Mr. Biouex. The Tariff Act of 1789 was intended to promote indus- 
trial development. 

Senator MaLone. That is right. You are right. 
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Mr. Biovuau. It is an act about 10 lines long. 

Senator MaLone. What did it say? 

Mr. Biovau. I do not recall the language. 

Senator Maton. I will complete the record for you. It was to 

romote industrial development in this country; was it not? 

Mr. Biovuau. Yes, sir. 

Senator MALone. Well, that is good enough, and we had a tariff 
like that, awkw ardly adjusted at times, because congressional com- 
mittees were having hearings and trying to figure out what that 
difference was, and finally when they got together, there are bound 
to be inaccuracies. Some were too high, some too low. But in general 
was not the idea to preserve the competition between Americans in this 
country? 

In other words, if you could, as a young man, find a place in the 
United States of America where you could produce, manufacture, 
process, or mine any commodity, and you in your best judgment 
could compete with other Americans, paying approximately the same 
wages and taxes, and get someone to finance you, you would have 
been in business, would you not? 

Mr. Bioucu. I suppose so. 

Senator Matone. If your judgment was right, you would have 
been in business, would you not? 

Mr. Biovueu. I suppose so. 

Senator MaLone. Now then, if your judgment was wrong and you 
could not compete with other Americans, then you failed in business; 
is that about the principle that we followed for a long time? 

Mr. Bioveu. More or less. 

Senator Matone. Well, you can modify it; but that was the objec- 
tive. 

Now, as I say, sometimes the tariff or duty might have been too 
high and sometimes too low, because they had to work out better 
methods as they went along in determining what the difference was, 
but in general it was an evening process so that you did not have to 
figure if you lived in Nebraska or Maine how cheap you could produce 
this material, no matter what it was—textiles, minerals, or crockery— 
in Syria or Japan, because you knew in general the policy of Congress 
was to make it competitive in the United States and take the profit 
out of the low-cost labor at the water’s edge. Was that not the 
general policy? 

Mr. BLtoucu. Some people had that idea, yes. It never was 
possible to put it into effect, really, because the costs in this country 
range from very high to very low, and the costs abroad range all over 
the place, and the amount that is paid per hour for labor often has 
virtually nothing to do with the cost of production, in comparing 
costs of produc tion in different countries. 

So that it was an idea, but it was not an idea which could be made 
practical, and it never was made practical. 

Senator MALonn. It is very interesting to me that you would make 
a statement like that. 

Let me repeat it so we will know it is in the record for keeps. You 
state that the cost of labor has had nothing to do with figuring the 
cost of production in this country or in foreign nations abroad. 

Mr. Biovuau. I did not say that; at least I did not mean to. 

Senator MaLone. Well, tell it again. 
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Mr. Buiovau. I said that the hourly wage paid in different countries, 
what I would like to sak 

Senator Matone. You are taking it out now. Of course it is going 
to be there. 

Mr. Buioveu. I am not taking it out, and it is all right to compare 
this with that. 

Senator Matone. I want your statement there. 

Mr. Bioven. The statement, what I meant to say, is this: that in 
the cost, the hourly wage is only one of a great many factors. 

Senator Matone. Oh, yes. 

Mr. Buoveu. That enter into the picture. 

Senator Matonp. That is not what you said in the beginning. 

Mr. Buioven. I did not mean to say it had nothing to do with it. 

Senator Matone. Go ahead and straighten it out. 

Mr. Bioveu. The hourly wage varies from country to country; it 
varies inside this country. The cost of production is affected, ob- 
viously, by the hourly wage, but it is affected by many other things, 

Senator Matonr. Name them. 

Mr. Buioveu. First of all, by the intelligence of the worker, by his 
industry, the continuity of his performance, his staying on the job; 
by the capacity of the management, its ability to make the best use of 
the worker; by the availability of raw materials, and the prices at 
which those raw materials can be secured; by the type of capital 
equipment and the technology; by the size of the market which is able 
to be reached by this industry; by the policy of competition or monop- 
oly which exists in the country. 

“These all enter into the picture. 

Senator Matone. You are certainly entirely correct. 

Now let us see if you agree with this: Since 1945, after World War 
II, we have furnished various foreign nations approximately $70 billion 
to buy new machinery, establish plants and mines and processing. 

We have sent men there who are supposed to be competent, to show 
them the latest know-how in the industry. And we have $50 billion 
of American private capital invested in these foreign nations since 
World War II. And that the last plant built in the world—no matter 
whether it is in Syria, Siam, Chile—is the best in the world of that 
particular kind of plant because it is the latest one. Do you know all 
those things? 

Mr. Biovau. No; not all of those things, Senator. 

Senator Matoneg. I am happy to give you the news, because that 
is the way it is. 

Now I have traveled into every nation of the world. I thought I 
had to see all our star boarders so I would not fall into these traps. 

I was in Chile a couple of weeks, in northern Chile, at the last 
copper refinery of any size that has been built in the world. And 
do you know where the best refinery in the world is? It is in northern 
Chile, because it was the latest one. 

Do you know where the best one is going to be in the next 2 or 3 
years? 

Mr. Buiovau. Yes. It is going to be in southern Peru. 

Senator Matong. Southern Peru, because it is going to be the 
latest one. 

So every nation in the world, no matter where it is located, has the 
latest American machinery, if that is the best, and it not always is, 
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and the latest know-how. They take 2 to 5 or 7 percent, if it is nec- 
essary, of trained workingmen from the industry here to these coun- 
tries, and they train the other workingmen who ‘get 50 cents a day to 
$2.50 or $3 a day. And with only a few exceptions, those working- 
men, generally speaking, are just as efficient as anybody else, and the 
wages they pay them oftentimes do not equal the social security and 
industrial insurance paid to our workingmen in this country. Is that 
correct? 

Mr. Biovueu. Part of what you say, I know, yes. 

Senator Martone. Well, you will know the rest of it if you will do 
a little studying. It ought to penetrate even Columbia. And I am 
sure if you consult these engineers that I know up there, it will pene- 
trate pretty quick. ‘They do not like it, either. 

I am very fond of that engineering school in Columbia, and I 
learned a lot about Columbia. I learned there was a dividing line 
there between theory and practicality. You have one of the finest 
engineers there in nuclear energy. I am going to have him out at 
the University of Nevada to make a talk if we can get him. 

We have just got a subcritical nuclear reactor we have been work- 
ing for some time to get. Now these are the latest in the world, 
these power reactors. ‘Do you suppose that the reactor 50 miles out 
of Moscow lacks any of the things that we have in a reactor in the 
United States? 

Mr. Buiovau. | haven’t the slightest idea 

Senator Matonge. Well, Ido. Iwas there and looked at it. I also 
met two of the Russian engineers, and met for the first time with 2 or 
3 of them, with the same number of American scientists, in Geneva in 
1955 just by accident. I think I was the only extra man or one not 
officially in the conference in that glass cage with them when they 
started to talk for the first time. 

Then I went to Moscow and went out to this plant and met one of 
the Russian scientists there that I made the acquaintance of in Geneva. 

So this old stuff that is being put out by college professors all over 
the country, very liberally up until the last few years (we have 
stopped most of it, I am glad to say) that with our know-how and 
our machinery we can compete with anybody is just that, and you 
would do yourself a favor and Columbia University a favor if you 
would study the background of industry in the world today as it is 
now practiced. 

Mr. Buioveu. I have been studying it, Senator. 

Senator Matong. Then your testimony did not show it. 

Mr. Buiovanu. That is regrettable. 

Senator MAtone. I am sorry to take this time, because if your 
testimony had reflected that this is all available with the money we 
are giving these nations, then I would not have asked you a question 
on that particular thing. 

Now, that takes out everything that you have mentioned here 
except the raw materials and the workingmen. 

When you finally come down to this thing you do not instigate an 
industry in another nation or in this Nation when the raw materials 
are not available and the markets are not available. 

Their markets are not available at home; they have to take part 
of ours because they are already producing in a lot of instances more 
than they can consume at home, and every nation in Europe, almost 
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without exception, has to sell something to somebody else in order to 
maintain the standard of living to which they would like to become 
accustomed. 

There is no market but ours, and that is what we are dividing 
under the act for which you have come all this way to testify—and 
we are happy to have you—to say that the churches of America are 
for dividing the United States market with the other nations in the 
world. 

Now, to get to the raw material. Where do we have an iron 
industry? I went to Bolivar Mountain in Venezuela. It is an in- 
verted mine. It is something like the copper pits, only it is a hole 
in the ground, and you see the steam shovels going around the top 
of this mountain. It is all iron, around 60 percent, with low phos- 
phorus, a terrific thing. ‘So they have an iron industry. 

Then the largest manganese deposit that I know of is on the Amazon 
River. I sent my engineers in there in 1954. It took them 14 days 
to get in and out. But now they have airports. On the Amazon 
they have deepened the channel, made ports there, and they are 
shipping the manganese here and shipping the iron ore there. They 
are going to have an iron industry over there, and there is not a piece 
of machinery on the job that is not as good or better than our plants, 
because they are later plants. 

Do you believe that? 

Mr. Bioveu. That I believe. 

Senator Matonr. Why, of course. 

So when you finally came down to it—and I heard the acting chair- 
man of our committee asking this question a while ago—do you know 
what the transportation costs are? It is very low water transporta- 
tion. There is no difference in the cost of an article laid down in 
New York port or San Francisco port except the low water transpor- 
tation. 

And then if there is any difference—such as in South Africa, where 
it would take 4 or 5 of those colored boys to make 1 good Irishman 
working, you can pay them the going wage and still have $20 left. 

Is that not what you call comparative labor costs? Is that not 
what we are talking about? 

Mr. Buovenu. You are talking about comparative costs, really. 
An executive may be a better secretary than his secretary 

Senator Matone. What kind of an executive do you think they 
have on Bolivar Mountain? 

Mr. Biovenu. But he can afford to hire a secretary and pay her 
less, even though he is better than she is. 

And if we can hire other countries to do things for us cheaper than 
we can do them ourselves, we certainly have a substantial advantage 
in that. 

Senator Matonr. Now I think you and I are going to do business. 
You are, then, for producing an article, whether it is oil, iron ore, 
cotton, or anything else, in any country in the world where, with our 
machinery and know-how and using the lower cost labor, you can 
bring it in here for our consumers at a cheaper price; are you not? 

Don’t tell me you are not, because then we would have to get into 
this thing all over. 

Mr. Buoveu. I would say that I am not, in the first place, a free 
trader for various reasons. 
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Senator Matone, I did not ask you that. Will you answer my 
question? 

Mr. Bioven. Yes; I am going to answer your question, Senator. 

Senator Martone. All right. 

Mr. Bioveu. I am not a free trader. 

Senator Matonr. I did not ask you that. Answer my question. 

Mr. Buioveu. And, therefore, 1 could not logically give a firmly 
“ves” answer, because a man who would give a firmly “yes” answer 
to your question would have to be a free trader and be in favor of no 
tariffs. 

Senator Matonr. Give me a specific answer in words of one syl- 
lable. 

Mr. Biovuanu. I would say my answer to your question is this: 
That if goods can be produced comparatively more cheaply in other 
countries than in the United States, it is to our advantage economically 
and industrially, as a general principle, although not in every specific 
case, for us to buy those goods, because we will be selling them goods, 
too. Our consumers will get goods cheaper, their consumers will get 
goods cheaper, their income will rise. 

As their income rises they will buy more goods abroad, and we will 
get larger markets as their economies thrive. 

Senator Matone. It sounds like Mr. Hauge talking. Do you know 
him? 

Mr. Buiovau. I know Mr. Hauge. I regard him very highly. 

Senator MAtLone. I do, too. I think he is one of the finest men I 
know; and knows less about what he is doing than anybody I know. 
We will have him here I hope. 

Now, what you have just said is that consumers of the United 
States are entitled to the lowest costs that they can get; if anywhere 
in the world we can find a place where we can buy the consumer goods 
cheaper than we could make them, we should allow them to come in 
and the consumers then benefit from that operation. 

Mr. Biovenu. With certain exceptions; yes. 

Senator Matonn. What are those exceptions? 

Mr. Buovan. Well, this is going to be a long story, Senator. 

Senator Matonre. You go right ‘ahead. Iam sorry that we do not 
seem to have ack. time here, but it is important to know what you 
are driving at. 

Mr. Buioveu. I will say the exception 

Senator Matone. It is also important, I want to say to you, that 
the people you represent know what you have said here. 

Mr. Biovan. Of course, I want to make it very clear, Senator, that 
you are asking me now not on behalf of the National Council of 
Churches, but as an individual. 

Senator MAtone. No; in some way or another there should have 
been some evidence put before these fine people—— 

Mr. Buioveu. This evidence was before them, Senator. 

Senator Matone. On both sides of the question. So when I ask 
you these questions, you are answering for these churches. 

Mr. Buioven. No, sir; we must make it very clear that when you 
are asking me these technical questions, I cannot— 

Senator Matonge. These are not technical questions, but just 
horsesense questions, to find out how you arrived at this statement 
you made. 











292 TRADE AGREEMENTS ACT EXTENSION 


Mr. Bioven. I did not arrive at this statement for the national 
council. I read part of the statement for the national council. 

Senator Matone. Their resolution. But what did they base it on? 

Mr. Bioveu. They based it on a great deal of discussion by a 
large number of laymen and ministers to whom were presented the 
materials that you have been mentioning and that I have been 
mentioning. 

Senator Matone. Did you recommend these resolutions? 

Mr. Buioven. I was not personally a member of this particular 
group. 

Senator MaLone. Who were some of the ones who were members? 
Technicians and economists? Could you, just for the record, let us 
know who is advising these good folks? 

Mr. Bioven. Well, I will have to give you—I will have to give you 
only a limited list of names. 

Senator Matone. That is all right. Maybe you can supplement it. 

Mr. Buoveu. I can furnish you a complete list, if you would like. 

Senator Matone. That is what I would like. 

Senator Lone. I would like to interrupt you for just a moment. 

The committee agreed that we would limit each Senator to 20 
minutes. 

Senator Matone. I was not here when you made that agreement. 

Senator Lone. I announced we would recess for lunch and return at 
2:30. If you would like to, I suggest that you preside and conclude 
the examination of this witness. 

Senator MaLone. That suits me fine. 

Senator Lone. Let me ask if Mrs. Oslund has returned to the room. 
Is she here? 

(No response.) 

Senator Lone. She is not. When the committee meets at 2:30, we 
will hear the testimony of Mr. Reuben Johnson. 

Senator Matone. Following this witness. 

Senator Lone. In that order. I would assume, Senator Malone, 
you would have concluded your questioning of this witness—— 

Senator Matone. Yes. 

Senator Lona. By the time we meet. 

Is Mr. George Dietz here? I have the list of the order in which the 
witnesses will be called, and they may consult us. 

Senator MAtone (presiding). What was the last question I had 
propounded? 

(Question read.) 

Senator Matone. You will complete the list of names so far as you 
can today, and then supplement it for the committee. I would 
appreciate that. Send me a copy of your letter to the chairman, if 
you will. 

Mr. Buovau. I would be very glad to, Senator. 

(The information referred to follows: ) 


| 
| 
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A List or MEMBERS OF THE DEPARTMENT OF INTERNATIONAL AFFAIRS’ GENERAL 
ComMITTEE, NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE UNITED 


STATES OF AMERICA 


Chairman: Hon. Ernest A. Gross 
Vice Chairman: Dr. Ernest 8. Griffith 


Recording Secretary: Rev. Edward C. Boynton 
Executive Director: Dr. Kenneth L. Maxwell 


Arkush, Mr. Ralph M. 
Blake, Rev. Eugene Carson 
Bonell, Rev. Harold C. 
Brawley, Dr. James P. 
Calkins, Rev. Charles L. 
Hoffman, Rev. J. E. 
Jensen, Rev. Alfred 
Kaebnick, Rev. H. W. 
Koch, Rev. Henry C. 
Land, Rev. John S. 
Lloyd, Rev. Ralph Waldo 
Moore, Rev. Glen W. 
Nichols, Bishop D. Ward 
Nolde, Rev. O. Frederick 


Oxnam, Bishop G. Bromley 


Parlin, Mr. Charles C. 
Stevens, Miss Thelma 
Spaugh, Rev. R. O. 
Watermulder, Rev. David 
Bates, Dr. M. Searle 
Bennett, Rev. John C. 
Boynton, Rev. Edward C. 
Case, Hon. Clifford P. 
Case, Rev. Harold C. 
Chamberlin, Mr. Waldo 
Compton, Dr. Wilson 
Cordier, Hon. Andrew 
Culbreth, Mr. Harry W. 
Darken, Rev. Arthur H. 
Dudley, Mr. Tilford E. 
Empie, Rev. Paul C. 
Fangmeier, Rev. Robert A. 
Gezork, Dr. Herbert E. 
Graham, Dr. Frank P. 
Gross, Hon. Ernest A. 
Griffith, Dr. Ernest S. 
Handy, Dr. Robert 

High, Mr. Stanley 

Hotz, Dr. Alfred 

Jackson, Mr. Elmore 
Kooy, Rev. Vernon 
Lehman, Prof. Paul L. 
Levering, Mr. Samuel R. 
Loos, Dr. A. William 
McCabe, Rev. Donald A. 
Morehouse, Mr. Clifford P. 
Muelder, Dr. Walter G. 
Poling, Rev. Paul N. 
Rennie, Mr. Wesley F. 
Robinson, Dr. Leland Rex 
Row, Rev. W. Harold 
Ruff, Rev. G. Elson 
Sargent, Mr. Noel 
Sockman, Rev. Ralph 
Stoody, Dr. Ralph 

Stone, Mr. Donald C. 
Swisher, Mr. Elwood D. 
Thorp, Prof. Willard L. 
Voorhis, Mr. H. Jerry 
Waymack, Mr. William W. 
Wood, Mr. Richard R. 


Wyker, Mrs. James D. 
Barnett, Mr. Eugene C. 
Boss, Rey. Charles F. 
Fagley, Rev. Richard M. 
Harper, Miss Elsie 
Johnson, Rev. F. Ernest 
Leiper, Rev. H. Smith 
Seaver, Mr. Charles H. 
Anderson, Mr. Paul C. 
Billingsley, Miss Margaret 
Brumbaugh, Dr. T. T. 
Carleton, Dr. Alford 
Carpenter, Dr. George W. 
Farnum, Dr. Marlin D. 
Forsyth, Miss Margaret E. 
Freeland, Rey. Paul B. 
Gotwald, Dr. Luther A. 
Herman, Rev. Stewart 
Mathews, Rev. James K. 
Merwin, Rev. Wallace C. 
Ranson, Rev. Charles W. 
Rycroft, Rev. W. Stanley 
Scott, Dr. Roland W. 
Shacklock, Dr. Floyd 
Swain, Mrs. Leslie E. 
Tucker, Rey. Theodore L. 
West, Rev. Donald F. 
Yoder, Rev. Howard W. 
Browne, Rev. Benjamin P. 
Chappel, Rev. Nelson J, 
Crill, Rev. Edward 

Earle, Rev. Clifford J. 
Flory, Miss Margaret 
Hosie, Rev. Laurence T. 
Keir, Rev. Harold B. 
Stowe, Rev. David M. 
Buckle, Mr. Robert 
Nielsen, Mr. Helmar 
Langton, Mr. Stuart 
Whitney, Miss Janet 
Wood, Rev. John 8S. 
Burry, Mr. Allan J. 

Ellis, Mr. William 
Poitras, Mr. Ed 

Wieser, Rev. Thomas 
Burr, Rev. Hugh Chamberlin 
Dana, Mr. Ellis H 
Jervey, Mr. Charles P. 
Peters, Rev. Raymond R. 
Herron, Rev. Carl V. 
Brooks, Mrs. Wright W. 
Cowin, Mrs. Clifford C. 
Hymer, Mrs. Esther W. 
Martin, Mrs. George 
Sayre, Mrs. Francis B. 
Hammerschmidt, Mr. Louis 
Reisig, Rev. Herman F. 
Smeltzer, Rev. Ralph E. 
Taylor, Rev. Daniel E. 
Thomas, Rev. John W. 
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Senator Matong. Do you have an organization here in Washing- 
ton? Do you maintain offices here? 

Mr. Buioveu. There is a Washington office here for observation and 
to get information. 

Senator Matonge. You mean just to observe Senators and Con- 
gressmen? 

Mr. Biovueu. Well, it is a service office to the main office, which is 
in New York. 

Senator Matone. Can a Senator or Congressman inquire from them 
at any time for information relative to the organization? Are they 
here for that purpose? 

Mr. Buioveu. Oh, surely. 

Senator Matone. They have a secretary and a director? 

Mr. Bioveu. They have somebody on the staff. 

Senator Matong. Who is the director? 

Mr. Buoveu. Well, I am not too familiar with this Washington 
office. 

Senator Matone. You just furnish it for the record. I do not want 
to waste the time of the committee or your time. 

Mr. Buioveu. | would be very glad to, Senator. 

(The information referred to follows:) 

Staff members of the National Council of Churches’ Washington, D. C., office, 
122 Maryland Avenue NE., Washington, D. C.: 

Assistant General Secretary: The Rev. Fred 8S. Buschmeyer 
Assistant Director: Miss Nadine Blair 

Senator Matone. I want to ask you 3 or 4 questions here which 
should not take very long, which I believe not only you, if you are 
not familiar, but your membership throughout the country should 
know the actual condition and what your answer is. 

First, I will ask you this: Do you know the Constitution of the 
United States pointedly separates the regulation of the national 
economy through the adjustment of the duties, imposts, and excises 
that we call tariffs, and the regulation of foreign commerce—it 
pointedly separates that field, in a separation of powers in the three 
branches of Government, from the fixing of foreign policy? 

Mr. Buoveu. I am familiar with the Constitution, if that is your 
question, Senator. 

Senator Matong. Well, do you know that? 

Mr. Bioveu. The form—— 

Senator Martone. If you do not—or do you? 

Mr. Buovau. The direct responsibility for setting import duties 
is on Congress, and the direct responsibility for carrying on the foreign 
policy of the United States is on the President. 

Senator Matone. That is right. 

So the Constitution pointedly separates them, does it not? Article 
I, section 8, says that the Congress shall—it does not say ‘‘maybe’’— 
regulate foreign trade, foreign commerce, shall adjust the duties, 
imposts, and excises; does it not? 

Mr. Buoveu. Yes. 

Senator Matone. Then that regulates the national economy; does 
it not? 

Mr. Buoveu. To the extent that this is a regulation of the national 
economy, ves. 

Senator Matone. Why, of course. 
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And the regulation of the imports always has had perhaps the 
major part in regulating the national economy; has it not? 

Mr. Buovau. I would question that, sir. 

Senator Matone. Well, if you—— 

Mr. Buioveu. I would say other powers of Congress are perhaps 
more important than this one. 

Senator Matonr. Well, powers of Congress. But the legislative 
branch is charged with the regulation of the national economy. 

Mr. Bioueu. The regulation of the national economy does not 
appear in the Constitution, but the powers of Congress as specified 
in the Constitution certainly are the major powers with respect to 
regulating the economy. 

Senator Matong. You knew your Columbia language would be even 
better than mine, and I do not boast about my language. I have used 
it in the engineering business for 30 years, but nobody ever misunder- 
stands me. I will go that far with you. 

Now, if that is the case—that is in article I, section 5, that major 
provision; is it not? 

Mr. Buovan. It is my recollection; yes. 

Senator Matonr. Well, nobody reads the Constitution any more. 
If you go downtown to buy a copy of the Constitution, the chances 
are that a clerk will look at you in amazement and take it on order. 

There is a sound barrier on the Potomac, and, I think, on the Hud- 
son, that no public sentiment ever penetrates, and if you stay east of 
the Hudson or east of the Potomac for 60 days without getting your 
feet on the ground out there someplace where they earn these taxes 
that we levy all the time, and raise almost all the time, in my opinion, 
you are not even competent to discuss what the country is talking 
about, because you just do not know except theoretically. 

There is no question but that theoretical free trade is right, and I am 
for free trade on the basis that the Constitution sets down, of regulat- 
ing the duty or tariff to make the difference in the costs of production. 
It is called an evener—that is not the word, but that is about what it 
means in the tariff act—to make the difference in effective labor costs 
and the cost of doing business here and in the chief competing country, 
and that is what the Tariff Commission was charged with in 1930, 

Mr. Biovau. | believe so. 

Senator Matonsz. And to lower it they could examine it every 
month, every year, every 6 years, whenever they had reason to believe 
the relationship had changed. And if the chief competing country 
had raised its standard of living, labor and costs, the Tariff Com- 
mission could lower it. 

Mr. Buiovau. I believe they had that power. 

Senator Matone. It was not within their power at all. They were 
directed to do it. 

Mr. Biovuau. Well, it was, more or less, a discretionary power on 
their part. 

Senator Matone. It was not discretionary. It says they “shall’’ 
examine it. 

Mr. Buovau. Yes. 

Senator Ma.Lone. It is only discretionary when they examined it. 
But when they examined it—they could do it by their own motion, 
or at the request of the Congress, the President, or by you, as an 
exporter or importer, but when they examined it they had no discre- 
tion, did they? 
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Mr. Bioveu. They had the discretion to make the findings, and 
their findings determined their action, presumably. 

Senator Matong. They had a discretion like the Supreme Court, 
did they not, that what they found to be the facts, what they found 
to be the law, that is what the decision was supposed to be. 

Mr. Buiovau. Yes; that is right. 

Senator Matone. All right. 

I could write a book about it, too, but when you are going right down 
to it, you do not need a book. The law is as I said it was. They are 
to determiné the difference, not the high cost or the low cost, that is 
all poppycock, but the reasonable costs. 

And our Tariff Commission consists of people who know how to do 
it. Sometime you ought to talk to Mr. Brossard, one of the men who 
has been on there the longest. He knows what he is doing, and they 
have an organization that knows what they are doing. But we do 
not let them do it. The 1934 act dehorned them. They have no 
more authority than my grandson, and he is 8 years old. That is 
clear, is it not? And you know that, do you not? They have no 
authority at all now. 

Mr. Buioven. It depends on what you mean by “authority.” 

Senator Matone. They do not 

Mr. Buovenr. They do not have the last word. 

Senator Matonsr. They do not have any authority to put what 
they find into operation. 

Mr. Buoveu. The President puts it into operation. 

Senator Martone. He does not put it into operation. That is 
what I am getting at. He can, if he wants to, but he does not do it, 
and the record shows, as far as your escape clause is concerned, they 
do not escape anything of any magnitude. The peril point can be 
killed; by juggling foreign currency in terms of the alee you can 
kill the peril point in 24 hours, can you not? You are an economist. 

Mr. Buoveu. I do not quite see how the peril point enters into 
this picture. 

Senator Mautone. It does not, really, but that is all the Tariff 
Commission can do when they are asked ‘to do it. 

Mr. Buiovaeu. Well, the Tariff Commission I do not believe really 
is dealing with the peril- -point provision, Senator, in these escape- 
clause cases. The peril-point provision, as I rec all it, is a provision 
by which the Tariff Commission can give advice to the negotiating 
officers of the State Department with respect to the industries which 
are in difficulties, and the State Department is then, more or less, 
warned not to negotiate lower rates for those industries. 

Senator Matong. Well, you are putting a lot of nice language in 
saying it is not there. 

Mr. Buioveu. But the escape clause is really the one that the Tariff 
Commission works with. 

Senator Matone. Is it your understanding—— 

Mr. Buioveu. It is my understanding. 

Senator Matone. It may be your understanding, but it is a mis- 
understanding. They work with the peril point, too, and, when 
they are asked by the President of the United States or a committee 
of Congress, they determine what losses at a certain point would 
endanger that industry. 

Mr. Buioveu. Yes; I see what you mean. 
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Senator Matone. Then what happens? They have no authority 
to put it into operation, do they? 

Mr. Buoveu. That is correct. 

Senator Matone. That is what I asked you a while ago. 

Under the Tariff Act of 1930, and there had been progression over 
the years; I think by 1915 they set up a Tariff Commission as an 
agent of Congress to carry out their work, but the last tariff act, the 
last law is always the one you go by, because it is the most highly 
developed, and so on. The 1930 act says, and I will correct the lan- 
guage so that it is technically correct, that, when they make this 
examination, they determine the cost of producing an article in this 
country and the cost of producing that article or a like article in the 
chief competing foreign nation, and recommend that difference to be 
the tariff. 

Do you remember about that? 

Mr. Buioven. Yes; I think that is correct. 

Senator Matonge. They then can take that up on their own mo- 
tion, upon the request of a consumer or a producer or any interested 
party, is what it says, and, of course, the President, the Congress, 
or almost anybody, for any reason. And they could do that the next 
day, or in 6 months or 6 years, could they not? 

Mr. Buoveu. I believe so. 

Senator Matoneg. And, according to their judgment, if they think 
the relationship between the costs of the chief competing nation on a 
protected product and our own had changed, then ey could readjust 
it, up or down, could they not? 

Mr. Buioveu. That is my recollection. 

Senator Matonn. Were they directed to do that? 

Mr. Buoveu. I think so. 

Senator Matonz. They were. That is a fact. Now, then, if every 
nation were living about like we are, free trade would be automatic, 
would it not? 

Mr. Buioveu. No. 

Senator Matone. In that particular product. 

Mr. Buoven. You mean under this particular provision? 

Senator Matone. Well, under the law to which you would revert 
if you do not extend the 1934 act. 

Mr. Biovexr. But the Tariff Commission was operating within 
limits. It could not put an article on the free list as a result of this. 

Senator Matonz. We, Congress, determine that, do we not? 

Mr. Buioveu. That is right. 

Senator Matone. So, if Congress wanted to amend it tomorrow, 
they could do it. 

Mr. Buovan. Oh, yes; surely. 

Senator Matonz. They are also limited to 50 percent up and 50 
percent down; but, at that time, under the statutory rate, it was 
probably plenty of room for our keeping abreast of the changes. 

Now, with the dollar worth 48 cents, according to testimony here of 
the officials, and in my opinion probably about 35 cents, any fixed 
tariff is lowered in relation to the inflation, is it not? 

Mr. Buoven. Those that are specific rates and not ad valorem 
rates; that is correct. 

Senator Matone. That is right. 
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Well, you agree with me that a fixed rate is lowered in proportion 
to inflation? 

Mr. Buioveu. If you mean, by a fixed rate, 10 percent; no. If you 
mean, by a fixed rate, 2 cents 

Senator Matone. I am talking not about ad valorem rates, but 
about a fixed tariff. 

Mr. Buoveu. You are talking about specific rates? 

Senator Matone. Yes. 

That means, in other words, it is lowered in accordance with 
inflation. 

Mr. Bioven. Yes, surely. 

Senator Matong. Then, with the dollar being worth somewhere 
between 35 cents and 48 cents, 35 to 48 percent of what it was worth 
at that time, all fixed tariffs have been lowered in proportion, have 
they not? 

Mr. Bioueu. Yes; unless some step has been taken to raise them, 
they have been lower red proportionately. 

Senator Matonz. Do you know of any where steps have been taken 
to raise them? 

Mr. Buiovuan. No, except for a few in the escape clauses. 

Senator Matonz. About three, and they did not amount to any- 
thing, like clothespins in southern Maine. I mean over to the overall 
economy. 

Now, then, on that basis, whenever they were living about like us 
and their expenses and their costs were comparable, it would be free 
trade on that product; would it not? 

Mr. Biover. You mean if Congress took away the limitations? 

Senator Matonr. Why, yes, or if they did not need the limitation. 
The limitation would work if they began to raise their standard of 
living. They probably would come within the 50 percent because, 
you see, if you do not extend this act it dies midnight June 30, and 
then within 2 months’ notice to the nations party to multilateral 
agreements, all those products revert to the Tariff Commission, as an 
agent of Congress. With 6 months’ notice to the bilateral treaty 
nations, all the parties to the agreement revert to the statutory rate. 

You understand that, too; do you not? 

Mr. Buoveu. Yes. 

Senator Matong. Well, perhaps the 50 percent might be all right 
if these nations begin to pay attention to their own economy and 
let their wages go up and create a market in their own country; might 
it not? 

Mr. Buiovas. The basic reason their wages do not go up is because 
their people are not sufficiently productive. 

Senator Matone. Well, of course, there all you have to do is ex- 
amine the record. They produce just as much copper and just as 
much of many other products. I just got through examining on that 
basis. And you admit if they work as hard in Japan, they produce 
more. 

Mr. Bioveu. With respect to specific types of production, that is 
quite correct. 

Senator Matonr. Why, of course. In other words, if the workers 
are comparably competent. And they do not make an entire pound 
of copper, they each do a certain specific thing. I worked in a mill 
and was no better than a green hand while I was in college. I did 
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not know why litmus paper turned a certain color, but the foreman” 
told me that it would when I added certain acids. So I did not have 
to know that and he did not have to hire a college man and pay him 
$500 to $600 a month. He hired me at $4 a day, and I could do just 
as well as anybody could then, if I was told just what to do. 

Mr. Biovenr. But, Senator, even if each country had the same level 
of wages and the same standard of living that we did, there would still 
be reason for trade and there would still be—— 

Senator Matong. Why, of course. 

Mr. Buovau. There still would be industries right in here fighting 
for protection. 

Senator Matone. You think so? 

Mr. Buovan. Yes. 

Senator MALONE. Well, it isn’t so. 

Mr. Biovuanu. We cannot prove it. 

Senator Matong. Of course you cannot, and that is the kind of 
poppycock that is put out all over the country by Columbia and other 
universities. 

Mr. Bioveu. Senator, I am sorry you call logic poppycock. 

Senator Matone. That is not logic. Nobody 1s objecting to 
Canada about 15 percent. If they raised that other 15 percent in 
costs, anything that comes under that heading would be free trade, 
and nobody would pay any attention to it. 

But you cannot compete with $2 a day labor that uses our machinery 
and has our know-how and everything else. 

Mr. Biovau. But we sell more than we buy, Senator, even with 
our high labor. 

Senator Matong. Do we? 

Mr. Buiovau. Yes, we do. 

Senator Matone. All right, I will refer you to a table which I put 
in the record on Saturday when Mr. Dulles was here. It shows that 
when you deduct the amount of money we have given these nations, 
$70 billion since World War II, and deduct the subsidies that we 
pay to sell our surplus products—and you must know we are doing it— 
that we are exporting a lesser percentage of our exportable goods in 
money amounts today than we were in 1934 when we passed the act. 

Now that table is in this record, and when you get it I wish you 
— just take your Columbia professors and sit down and write me 
a letter. 

Mr. Bioveu. What do you want me to put in the letter, Senator? 

Senator Matone. I want you to tell me what you think, and you 
use the words that you think are appropriate. 

Mr. Buoven. All right, I will be glad to do it. 

Senator Matone. And don’t spare the horses, because I do not 
get you fellows here very often, and I want you people to know what 
you are testifying to and what the effect of it is, and that is that the 
President of the United States under this act has the authority, as 
testified by Secretary Dulles, and I guess you would agree with him, 
to trade a part or all of an industry to a foreign nation if he thinks 
it will further his foreign policy. And you agree with that; do you 
not? 

Mr. Buoveu. I think that is correct, within the limits set by 
Congress, which are rather narrow. 
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Senator Matone. Not very narrow. First you had a 50 percent 
lowering of the tariff, the second time you had another 50 percent, 
and then 15 percent at 5 percent a year, and now 25 percent, of 
course that means 50 percent of what is left, 15 percent of what is 
left, 25 percent of what is left. They are not very narrow; are they? 
At least in proportion that they teach at the University of Nevada. 
I do not know for sure about Columbia. 

But I think when you think it over, you will change your mind. 

If that is established, and I guess it is, you do know, do you not, 
that in the rules and regulations of GATT—General Agr eement on 
Tariffs and Trade—no nation has to keep its part of the agreement 
as long as they can show they are short of dollar balances? And I 
do not have to explain to you what dollar balances are. Do you 
know if that is in the agreement? 

Mr. Biovau. Well, the general agreement does have certain escape 
provisions init. Some of them we have taken advantage of, and some 
of them 

Senator Matonre. What are they? 

Mr. Buioven. Well, the agricultural products, we have taken 
advantage of. 

Senator Matone. We are giving them the agricultural products and 
paying the difference between the support price anda little less 
than the world price. As Senator Long, I think, said, and I know 
Secretary Benson is awfully worried, whenever we go in and take that 
market, it makes a lifelong enemy of the people who had been furnish- 
ing the market. I guess you have some idea of that proposition, too. 

Mr. Buioveu. Yes. That is another problem. 

Senator Matone. So we just upset the whole applecart when we 
try to get rid of something that we bought at twice what it cost to 
produce. 

Mr. Biovex. But to come back to your question, it is quite correct 
if a country finds itself in foreign-exchange difficulties, it can intro- 
duce—or maybe I had better say reintroduce import quotas. It 
cannot change its tariffs. 

Senator Matone. It does change his tariffs. 

Mr. Buoven. I am sorry, Senator, but I do not think so. 

Senator Matone. I might be wrong about that. But if an import 
quota is put on or an import permit or exchange, or a manipulation of 
money value in terms of the dollar, what else do you need? 

Mr. Buoven. If I might go a little way around in answering that 
question. 

Senator Matone. You go around. I will be very much interested 
in it. 

Mr. Biovex. You know how the general agreement came into 
existence, of course. 

Senator Matonr. Well, how did it? I am very much interested in 
that business, too. 

Mr. Biovenr. You see, as you know, of course, the Reciprocal 
Trade Agreement Act was passed 

Senator Matone. Did you ever find “reciprocal trade 
the acts of Congress that was ever passed? 

Mr. Biover. Anyway 

Senator Matone. Did you ever find it? 

Mr. Buoveu. In 1934. 
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Senator Matonge. Did you——— 

Mr. Buovau. I did not catch your question. 

Senator Matone. Did you ever find “reciprocal trade’”’ in the 
original act or any subsequent act that Congress passed? 

Mr. Buovuau. No, I do not think so. 

Senator Matone. Well, that is pretty good. It was sold to the 
Nation in propaganda east of the Potomac and the universities that 
are all out for world trade without waiting for the standards of living 
to reach a similar level. 

Mr. Buioveu. Well, the procedure is a reciprocal procedure. 

Senator Matone. Butitisnot. I can show you that it is not, if you 
want to revert to it; I can show that I have been in every nation and 
I have every nation’s regulations, and I am here to tell you they all 
have import quotas. They all have import—— 

Mr. Buovau. So do we, Senator. 

Senator Matonsr. What is that? 

Mr. Biovau. So do we. 

Senator Matonez. Exchange permits and import permits. We have 
have very few. But whenever they can show they are short of 
dollar balances, they are entitled to do all that, and do do it, and there 
is no nation on earth today that is following the free-trade spectacle 
except us. 

Ours are the markets and the pot being divided over there, not any- 
body else’s 

When we export anything we pay the difference between the world 
price and the cost. We are talking a lot about automobiles. I know 
a little something about that. Our own automobile people own many 
of those foreign plants now. Ford had 26 or 27 foreign plants 3 or 
4 years ago when I enumerated them on the Senate floor. 

They are using cheap labor and bringing their automobiles in, which 
is all right with me. Congress is to blame. Ford is not to blame. I 
do not blame any producer, any consumer, anybody. I blame 
Congress for making it profitable. 

You talked about the consumer a while ago. Every example we 
have such as mercury during the war, whenever your people go out of 
business here, then the importer takes what the traffic will bear and 
the consumer does not get the advantage. 

I do not know whether you have ever investigated that, but I 
recommend it as a study by Columbia University. 

Mr. BiovuGu. May I continue to answer that question about the 
general agreement? 

Senator MALoneE. Yes. 

Mr. Buovenu. After the war, the trade of the world was in such 
terrible shape with import quotas, tariffs, restrictions, exchange con- 
trols, everywhere, and with trade broken down to practically nothing, 
that it was obvious that the gradual negotiation of bilateral agree- 
ments was not going to get anywhere. And so, this country took the 
initiative to try to reduce these import quotas, to try to reduce dis- 
criminations, including discriminations against United States products, 
and to try to get more orderly trade. 

And I would say that the General Agreement on Tariffs and Trade 
has been a great success and has had great benefits to the United 
States in making the world trade picture so much more orderly than 
it was before. And when I said you perhaps should say reintroduce 
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import quotas rather than introduce them, I had reference to the fact 
that almost every country is much freer in its trade today than it was 
after the war before the general agreement’s operation started, and 
that it is only from time to time that specific countries find themselves 
in difficulties. 

I would say that if we had the Organization for Trade Cooperation 
in existence, it would be harder for a country to impose import quotas 
and exchange controls. At the present time, we do not have very 
good machinery there. It is necessary to wait until the next time the 
contracting authorities meet before considering the justification for 
the act of the country that imposes import quotas, and if the GATT 
disapproves, it may lead to reprisals by other countries, and that is 
something which countries take into account. 

Another problem is that a country can get around its general agree- 
ment obligations by imposing exc hange controls. 

Now, exchange controls are in the jurisdiction of the International 
Monetar y Fund, and at the present time there is no way in which the 
authorities of the general agreement and the authority of the Inter- 
national Monetary Fund can get together quickly and decide that a 
country has been playing one off against the other. 

If we had the Organization for Trade Cooperation, there could be 
daily or weekly or monthly, whatever it took, meetings between the 
International Monetary Fund authorities and the OTC authorities, 
and they could keep countries from discriminating in the way which 
you mentioned when that discrimination really was not necessary 
under the economic circumstances of the country. 

Senator Martone. Suppose it is necessary, if they are short of dollar 
balances, until they divide our markets and wealth so we are all living 
alike. That would be the only time when they could not show they 
were short of dollar balances. 

Mr. Buouau. Well, some countries are not short of dollar balances. 

Senator Matonr. Is that so? If you will give us a list of the ones 
that have not been short and we have not given them money, I would 
be very happy to have them in the record. Could you do that? 

Mr. Buioveu. Of course, this last condition, that we have not given 
them money makes a difference, because we have given almost every 
country something. 

Senator Matonr. Why, of course, we make up the difference, and 
the dollar shortage was the greatest hoax sold to this country. You 
and I have that; ‘T assume vou have, | know I do. It is because you 
spend some month more than vou make. Now, a nation can have 
it that way, too. 

Mr. Buovan. That is true. 

Senator Matonr. Thev can have it if they fix the terms of their 
money higher than the market price so they have a shortage, and that 
is their dollar shortage in a lot of cases. 

The International Monetary Fund is very interesting to me. Was 
that not Mr. White’s organization? 

Mr. Buoven. Harry White was a member of that organization. 

Senator Matonn. Harry Dexter White set it up for us; did he not? 

Mr. Buoven. No, not “set it up.” 

Senator Matonge. Well, I beg vour pardon. I would rather you 
look into that before you say “no.”’ 
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Mr. Buover. Harry Dexter White was one of the American nego- 
tiators at the Bretton Woods Conference. 

Senator Matone. Was he not Assistant Secretary 

Mr. Buioven. He was Assistant Secretary of the Treasury, and 
this was an international treaty, and he had something to do with it, 
of course. 

Senator Matone. And he led it over there forus. He was one of the 
finest traitors, one of the best we ever produced; was he not? 

Mr. Buiovau. I have no opinion about that. 

Senator Matone. I guess Alger Hiss——— 

Mr. Buiovau. I have no opinion about Harry Dexter White. 

Senator Matonr. But I do. I say that. I recommend the in- 
vestigations we made in the Interior and Insular Affairs Committee 
for your study, Senate Report 1627, on the accessibility of strategic 
and critical materials to the United States at time of war and for our 
expanding economy. That was in the 83d Congress and published 
in 1954. 

The second one was on the economy of the 42 nations and entities 
of the Western Hemisphere, that I think we will swing to more and 
more as time goes on, because it is our trade future, if we have any— 
one-third of the land area of the world, and about 350 million people, 
with room for a billion without crowding anybody. You can defend 
it from North America by expanding that old Monroe Doctrine out 
there someplace where men like General LeMay think our security 
would be threatened if someone tries to establish their form of govern- 
ment economically, militarily, or politically. 

It might be we will get closer to that as we get into more trouble 
abroad. 

Now that second one was of the 84th Congress, Senate Document 
83. They are available at a very nominal cost at the Government 
Printing Office, about a dollar apiece, I think. I recommend them 
for your study. 

It was Mr. White and the Alger Hiss crowd who took it over pretty 
quickly, that first advocated this thing, and then Mr. Acheson came 
along. I quoted him once before. There is no use doing that again. 
But he said it is no longer possible to separate the regulation of the 
national economy from the foreiga policy. 

But the Constitution of the United States definitely separates 
them. You agree to that? Or do you? I think you did. 

Mr. BLovuau. Well, I refer to the previous testimony. 

Senator Matonre. Yes. But he says it is no longer possible. 

Then Willard Thorp, Assistant Secretary of State, came along. He 
is probably teaching in some university now, carrying out his theories. 

He stated that three things were an inseparable base to this business. 
The International Trade Organization to make permanent the 
General Agreement on Tariffs and Trade; the Marshall plan—the 
billions to Europe that Mr. Dulles testifies now must be permanent— 
billions to Europe and Asia to make up their dollar balance; that is, 
the amount they expend beyond their income or the difference in 
terms of the dollar of what they say their currency is worth and what 
it is actually worth; and the 1934 Trade Agreements Act. 

Those were the three things that Willard T horp said were inseparable 
and necessary. Do you agree? 
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Mr. Biouaen. Let’s see, the three were the 

Senator Matone. Well, the OTC is the same as the International 
Trade Organization; that is, the objective is the same for Congress to 
approve GATT. 

Mtr. Buioveu. OTC is a piece of the ITO, that is true. The ITO, 
the Monetary Fund and the Trade Agreements Act, those three? 

Senator Matonn. No. The OTC, because the objective is the 
same—the billions to Europe and Asia, and the Trade Agreements 
Act, with the so-called virtues of free trade, which I will get into 
with you pretty soon. And when you reduce the tariff 1 or 10) percent 
below what is the actual difference in production costs then it means 
you must reduce your wages and costs of doing business or taxes, to 
meet it, or lose part of the business. 

You will agree to that, I guess. 

Mr. Buoven. All right. 

Senator Matone. Then the three of them are necessary? Do you 
think so? 

Mr. Bioveu. I think at the time that testimony was given, which 
I think you said was 1949, I think that was quite correct, that they 
were. 

Senator Matone. What are we following now? 

Mr. Buoveu. We are giving very little money for purposes of meet- 
ing foreign exchange difficulties. 

Senator Matonr. What is it for? 

Mr. Biovenu. To begin with, we are giving very little to Europe 
except for the military defense, the security program there. That is 
a matter of helping to pay military bills. 

Senator Matons. How much do you think we are going to give 
France in the next 3 or 4 months? 

Mr. Buoveau. I have no notion. 

Senator Matonge. How much did we just give the Philippines? 

Mr. Bioveu. That was not just to meet their foreign-exchange 
difficulties. 

Senator MaLone. Whatever it is for, it is to do something that they 
could not do under their earning power. You will agree to that; will 
you not? 

Mr. Buioveu. I think that is reasonable, certainly. 

Senator Matone. All right. We have given about $70 billion to 
these nations and have voted three and a half billion more to buy 
foreign policy with in the next year; didn’t we? 

Mr. Buoveu. I think we should distinguish three purposes for the 
aid. 

In the beginning, right after the war, we were giving almost ex- 
clusively to Europe to take care of the chaotic condition which 
remained after the war. We were furnishing them dollars because 
they were short of purchasing power. 

Senator Matone. That is what they are short of now because they 
want to purchase more than their earning power; that is right, is it not? 

They want to purchase more than their earning power. 

Mr. Buoveu. All countries do, if I understand. you. 

Senator Matone. Well, not if they are not short of dollars. 

Mr. Buioven. The dollar shortage is an indication that given the 
rate of exchange, and given the level of domestic income, given the 
prices in the two countries, then people in a country are trying to 
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get more dollars in order to buy goods from the United States than 
there are dollars available to that country. 

Senator Matoneg. Do you think that is the only reason they want 
them? 

Mr. Buovau. | beg pardon. 

Senator Matonr. Do you think that is the only reason they want 
the dollars? 

Mr. Buoveu. A few of them want dollars to build up their mone- 
tary reserve, that is quite correct. 

Senator Matone. And to buy our gold. 

Mr. Buiovueu. Beg your pardon. 

Senator Matone. To buy our gold, too. That folding money 
from the Marshall plan or whatever it is called now, that money can 
be used to build up balances in Europe to buy our gold, can’t it? 

Mr. Buiovan. Yes, I think so. 

Senator MaLongp. Well, it has been, has it not? 

Mr. Buoven. Yes. It has. 

Senator Matong. Now, according to the testimony of the Chair- 
man of the Federal Reserve Board, if those dollar balances which 
could be converted into Nation’s balances had been presented last 
fall we would have had less than $5,700 million worth of gold and the 
Treasury has been reporting we own 22,400 million, just sort of a 
misguided report. 

You know that is true, don’t you? 

Mr. Buoveu. If everybody took every dollar he could take out of 
the country. 

Senator MaLonn. No, that is not it at all. 

Mr. Buoveu. I think that is correct. 

Senator MaLone. You are an economist and you really shouldn’t 
say that. The real dollar balances that a nation has built up, like we 
pay ours in gold, and the dollar balances they have built up through our 
gifts in money and other ways, are the balances I am talking about— 
not every dollar he can get his hand on at all. 

They would have a lot of gold left after that. 

Mr. Biovaeu. Those are all the dollars that they can get their hands 
on, if I follow you. 

Senator Matone. No, it isnot. Now France has dug up $10 billion 
worth of gold, didn’t they say—r is it 10 million, they don’t pay any 
attention to those extra three figures—de Gaulle is finding a lot of gold 
over there, isn’t he? 

Mr. Buoveu. Yes. 

Senator Martone. There is a lot he is not going to find out. We have 
given away a lot of it but if we raised the price of gold, we probably 
would buy it back. 

We did that once, you know. We were very lenient. 

Mr. Buioveu. The reason we bought it back was because we refused 
to import goods in order to pay for the exports which we were selling. 

Senator MALONE. Just suppose you are on Main Street here doing 
a grocery business, the business gets a little slack and you go to the 
bank and say, if you will, “Just give me $5,000 and I will scatter it 
out here on the street. I am going to sell a lot more groceries.’”’ Do 
you know what a banker would say to you? 

Mr. Buioveu. I have a pretty good idea. 
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Senator Matone. He would step on that little buzzer and hold you 
in conversation until the fellow came up behind you, the bouncer, 
because he would know you are crazy, he just wouldn’t know whether 
you were dangerous or not. Don’t you think he would? 

Mr. Bioveu. I am sure of it. 

Senator Martone. Of course he would. All of this is crazy talk. 
There has just been handed to me the current issue of U. S. News & 
World Report. I used to subscribe to this magazine when it was 
a mimeographed paper of four sheets along about 1926. 

But on page 97, “Finance weak, gold pours out of the United States. 
Danger?” Here is the story. ‘Gold is flowing from the United States 
reserves in the hands of foreign powers. 

“Shifts in trade, speculation, other things are involved, officials see 
no conspiracy, though. 

“Gold,” they say, “is just doing its job.’ 

As a matter of fact, it is just ‘another commodity, Mr. Roosevelt 
and others said, for pouring out the propaganda from Washington. 
You remember all about that, don’t you? You were here part of 
that time? 

Commodity, just another commodity. 

Now, I have some news for you that you might take to Columbia, 
we will see how it works out. 

The real danger of Russia to this country is the ruble going to the 
gold standard. They have the gold and they are not giving it away. 
They are not giving away money for which some other nation can 
get the gold. 

As matter of fact, they are not giving away much money, if any. 
They are getting a return like England and France, the Netherlands 
and ‘Belgium, the colonial nations, used to get—their pound of flesh. 

We are the only one who gives it away. We are not taking the 
place of anybody like England. England is just putting us up there 
to destroy our own economy. 

[ recommend that as reading. 

I don’t know how far they are going to go with it, but it won’t 
take you long to see what will happen if the ruble goes on the gold 
standard and we don’t have any gold left. 

I asked Mr. Martin of the Federal Reserve, I said, “Suppose the 
ruble went on the gold standard and then these countries demanded 
this gold?” He said, “I shudder to think what would happen to the 
American economy.” 

You had better start shuddering, that is where you are going. 

All I want to be sure of is that we have covered the things that I 
think your people lack information on. Out in Nevada we have some 
of the finest ministers and churches in the world today, and unless we 
have changed in the last 5 years, we have more churches per capita 
in that State than any other State in the Union. 

They are religious people and I don’t think many of them believe 
this. ‘That is the reason we are asking you the questions as to how 
you arrive at all this business. 

Who makes the speeches at these reunions or national meetings 
where they adopt these policies? 

Could you give me a list of the persons that were there? 

Mr. Buoven. If there is a record, I will be glad to. 

Senator Matone. Do you remember any of them? 
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Mr. Buoveu. I was not at the conference. It was a delegates con- 
ference, 500 delegates from all over the country. 

Senator Matone. Do you have a list of the delegates? 

Mr. Buovau. I could get it for you, if you want to hold the record 
for it. 

Senator Matone. You don’t need to put it in the record. If you 
could just give it to me, I would be very glad to get that. Just 
address it to me at the Senate Office Building. 

Mr. Buoveu. Surely. 

Senator Matone. I know that you had in your statement that 
there had been a tremendous amount of machinery exported from 
this country or was it someone else that said that? 

Mr. Bioveu. I did not have that in my statement. 

Senator MALone. There certainly has been and it is going to 
continue for some time, because all of this top machinery and every 
phase of manufacturing and mining is going to foreign countries now 
with American investment. 

As an example, you have heard of titanium metal, have you not? 

Mr. Biovuau. Yes, sir. 

Senator Matone. It has the greatest weight-strength ratio and 
high-heat resistance of any metal. 

It means a great deal to engineers, although it is not of so much 
interest to economists. 

A half of the United States production is made at the Henderson, 
Ney., plant, the other half is made by Du Pont in New Jersey, and 
everybody was going along very well. 

Suddenly last year, we imported during the fiscal year 20 percent of 
our titanium consumption from Japan. We are getting wages of 
$2.50 to $2.75 per hour at Henderson. Japan is bringing it in at 
less than the cost of making it at Henderson. 

Suddenly Henderson laid off 500 men and nobody knew why until 
we looked at the record. 

I just want to leave with you that these 6 million unemployed are 
not unemployed by accident. 

Most of them are unemployed through imports and while you and 
even the President of the United States may say that is good for the 
overall policy of the United States, personally I do not believe it is. 
And the people losing their jobs don’t believe it is. 

Now this is another reason that you could take home with you. 
As long as we had the policy of the tariff or duty representing the 
differential of costs between the chief competing nation and here, 
American investors were. free to go about investing money in this 
country in anything they could compete with other Americans in the 
production. 

Now, with that matter in the hands of the President, who can 
sacrifice any industry or any part of the industry, and who has trans- 
ferred that matter to the hands of Geneva and its 36 competitive 
nations that do not have to keep their part of the agreements, they 
can agree to anything. 

They can show they are short of dollar balances until we have 
divided all American wealth so there is an even basis for those 37 of 
which we are one. Under that practice you have to know what they 
could produce that same article for in Siam or Japan or in England 
or somewhere else and there is no way for you to find out, so you 
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have stopped the investment in America in about everything except 
public utilities and the things that we just have to have here, and 
there is no free economy any more. 

That is one thing that stops it. 

If you have anything more to say, I will be very happy for you to 
say it. 

Mr. Buioveu. I think not, except that I hope silence will not 
indicate agreement with all the statements you have made. 

Senator Martone. I wanted you to say just that. You don’t agree 
then, you think that if your son or your family or you wanted to go 
into an investment in anything that you can mention, that is subject 
to low water transportation, you think then by deciding that you 
could compete with any American paying the same wages and taxes 
and so on, that you would be safe in investing money? 

Mr. Buoveu. I didn’t mean to disagree with everything you said. 
I just meant to say that certainly I would not want to be interpreted 
as agreeing because I didn’t say anything. 

Senator Matong. I want you to say it just like you are saying now. 
Just talk right out. 

Mr. Buoveu. For example, the statement that our unemployment 
is due to imports, I certainly disagree very basically with that. 

Senator Matone. Well what part of it do you think is not attribut- 
able? I wish you would write me a letter and tell me. 

Mr. Buovex. I would say, offhand, 97 percent is not attributable 
to imports. 

Senator Matonr. What do you think about the crockery industry 
and the textile industry and the mineral industry, just 3 out of about 
50 that I could explain to you if I had the time. 

You don’t think unemployment in those industries is due to imports? 

Mr. Buioveu. I think some of it is due to imports, of course, but I 
think—maybe it ought to be 95 percent instead of 97, but I think 
these cases fit into that small percentage. 

Senator Matone. Maybe it ought to be 5 percent, too, that is not 
attributable to it. So give it a little thought, will you? 

Mr. Buovau. I have given it a lot of thought, Senator, and I will 
give it more. 

Senator Matone. Well, maybe if you have some of these factors we 
have discussed today, it will help you. 

Mr. Buoveu. I have enjoyed it, sir. 

Senator Matoneg. I know you have, so we will now recess until 
3 o’clock. 

(Whereupon, at 1:35 p. m., the committee recessed to reconvene at 
3 p. m.) 

AFTERNOON SESSION 


Senator Long (presiding). The committee will come to order. 
Our first witness will be Mr. Reuben Johnson. 

You may proceed, Mr. Johnson. 

Mr. Jonnson. Thank you. 


STATEMENT OF REUBEN JOHNSON, COORDINATOR OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, I am Reuben John- 
son, coordinator of legislative services, National Farmers Union. 
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Delegates to our annual convention in March of this year expressed 
in the official program of National Farmers Union their position on 
competing imports of agricultural commodities. The pertinent para- 
graph is as follows: 

Safeguards should be established to prevent the destruction or weakening of 
commodity-bargaining-power programs by imports of competing farm com- 
modities or products or substitutes thereof. This should be done by means of 
automatic fluctuating parity tariff, import quotas, or similar devices, or, preferably, 
by parity income deficiency payments, or a combination thereof as in the sugar 
and wool programs. 

The delegates recognized that in the existing ways of conducting 
trade we have a network of human institutions such as laws, custom, 
investment in plant, et cetera. Every nation has attempted to 
solve its own economic problem in its own way. Broadly speaking, 
in agriculture the aim has been to raise the relatively low income of 
farm families. Income parity with the nonfarm population is a 
frequently mentioned goal of farm people in the free nations, and 
basic legislation has been enacted by many nations toward this end. 

The justification for assisting low-income agricultural producers 
needs no amplification, for the Congress of the United States on 
many occasions has passed vitally needed and important legislation 
to give some measure of stability to prices of agricultural products 
and to the incomes of producers. 

In the United States this has been accomplished in various ways. 
Two examples of such congressional action on the trade front are 
section 22 of the Agricultural Adjustment Act, as amended, and sec- 
tion 8 (a) of the Trade Agreement Extension Act of 1951. 

The Congress has enacted laws also to protect other segments of 
the economy. 

Members of this committee are thoroughly familiar with the pro- 
grams developed in the United States to improve farm prices and 
incomes and contribute to their stability. 

A major program in this field, of course, is the supply diversion 
price support program of the Commodity Credit Corporation. Un- 
fortunately, under price support legislation, the Secretary of Agri- 
culture has reduced supports for most eligible commodities to levels 
subsgantially under 90 percent of parity, except for tobacco and wool. 

In spite of record high exports in fiscal 1957, farm families are not 
doing so well economically. Compared with other groups in the 
economy, farm-family incomes are low with no immediate hope for 
improvement under present administration of existing laws. Not 
only that but farm-family incomes have been falling while other 
people’s incomes have been rising. 

The total net income of farm operators, including inventory change, 
dropped 25 percent from 1951 to 1957. While farmers are worse off, 
most everybody else is better off. Over the same period corporate 
profits, after taxes, are up 7 percent; dividends, 33 percent; interest, 
61 percent; weekly earnings of manufacturing workers, 28 percent. 

We hear a great deal these days, sometimes indirectly, about how 
a free domestic agricultural economy would promote trade and about 
the need to reduce the difference between domestic agricultural 
prices and world prices. This talk does not emanate from agri- 
cultural interests or the sincere representation of agricultural interests. 

The fact is that there is no such thing as an automatically operating 
free market system. Any market is free only within a framework of 
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law, property rights, wealth distribution, trade practices, and other 
rules of the game. 

In this connection, every major agricultural nation in the free world 
has some kind of price support program. 

It is out of this need that the General Agreement on Tariffs and 
Trade was established and that the United States Congress passed the 
Reciprocal Trade Agreements Act, further simplified customs pro- 
cedure, and has conducted public hearings on whether the United 
States should join the Organization for Trade Cooperation. 

It is due to the need for even greater economic cooperation that we 
in Farmers Union have supported an International Food and Raw 
Materials Reserve, or World Food Bank, additional international 
commodity agreements on the order of those in effect for sugar and 
wheat to buttress and operate in conjunction with the International 
Food and Raw Materials Reserve and United States membership in 
the Organization for Trade Cooperation, the administrative arm of 
the General Agreement on Tariffs and Trade. 

From an economic point of view, farmers in the United States 
realistically view foreign trade policy out of 6 years of falling farm 
prices and farm incomes. 

Over the period, the official policy of President Eisenhower and 
Secretary Benson has been that of furthering sliding scale laws and the 
slide toward a free market for agricultural producers. 

Farmers want the United States to follow intelligent, enlightened, 
and humanitarian foreign economic policies. But they do not want 
to see the total cost of such policies loaded upon their already sore 
backs, or for that matter on the backs of coal miners or any other small 
group of the labor force. 

Farmers Union supports extension of the Reciprocal Trade Agree- 
ments Act in the context of the problems of agricultural producers we 
have outlined briefly above and in our more comprehensive statement 
to be filed for the record. 

We do not feel, however, that H. R. 12591 meets the needs of farmers 
in the face of their weak bargaining power. In this respect, farmers 
have no other choice than to continue to point up their need for 
protection from excessive competing imports. We need such pro- 
tection as that provided in H. R. 11099 introduced by Mrs. St. George 
on the House side, to strengthen the Reciprocal Trade Agreements 
Act as it applies to farmers and their programs to strengthen their 
bargaining power. 

We urge that you amend H. R. 12591 along the lines of H. R. 11099. 

In this connection, however, Farmers Union supported H. R. 12591 
on the House side because the only substitute went so far in the 
direction of an isolation policy and a fortress America that it offered 
nothing in the way of an intelligent trade policy. 

We had hoped that this year we could make more progress toward 
a recognition of the need for international instruments of conscious 
and intelligent economic planning such as is possible under an Inter- 
national Food and Raw Materials Reserve or World Food Bank and 
additional international commodity agreements such as the wheat 
agreement. 

As we analyze the international trade situation, this approach is 
necessary to work out an expanding and orderly trade program and to 
protect in the process the agricultural and other primary producers 
of the nations concerned. 
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We have attempted briefly at the committee’s request to give you 
our views on the extension of the reciprocal trade agreements program. 
To amplify upon our brief oral statement, Mr. Chairman, we respect- 
fully request that our longer statement—‘‘Imports, Exports—Agricul- 
tural Trade’’—be made a part of the record at this point. 

Senator Lona. How long is that statement, may I see it? 

Mr. Jounson. It is 13 or 14 pages. 

Senator Lone. Yes, that will be made a part of the record. 

Thank you very much. 

(The document is as follows:) 


Imports, Exports—AGRICULTURAL TRADE 
By Reuben Johnson and Howard Tolley 
LEGISLATIVE ANALYSIS MEMORANDUM NO. 56-4, REVISION NO. 1 


(For current legislative and economic developments see supplements No. 1 and 
No. 2 especially of this Legislative Analysis Memorandum and section 6 of the 
Legislative Looseleaf Handbook.) 

The United States has had thrust upon it the responsibility for leadership of 
the free world. As the world’s leading agricultural and industrial producer, the 
United States wields great influence over world markets, world prices, and world 
economic stability. More importantly, because of its great economic power, it 
can help or worsen the chances for world peace. The United States has a re- 
sponsibility it cannot shirk for exercising its power and leadership in international 
economic cooperation, including trade, toward the end that economic conflicts 
may be resolved in the interest of a permanent peace. 

More, not less, effort should be made to attain human welfare objectives in 
trade and in agricultural programs in general. Farm families, as well as other 
citizens, are interested in creating the conditions under which the people of the 
world who produce vital food and fiber can have rising living standards and the 
good life. More international trade cooperation and the elimination of economic 
problems which create international frictions are worthy goals. 

It is in this spirit that Farmers Union has wielded influence on the Nation’s 
trade policies and programs of international cooperation. 

Pressures for economic isolation are greatest during periods when primary 
producers are not sharing equitably in national wealth and income. For this 
reason, domestic economic policy enters importantly into trade policy. 

Trade is a two-way street. It is best carried on where a well-defined set of rules 
governs the flow. Such a set of rules is nceessary in a world where all the major 
agricultural producing nations have domestic price support programs as well as 
restrictions on imports of agricultural and industrial goods. It is out of the need 
for such a set of rules that the General Agreement on Tariffs and Trade was 
established and that the United States Congress passed the Reciprocal Trade 
Agreements Act. It is because of the need for even greater international economic 
cooperation that Farmers Union supports an International Food and Raw Materials 
Reserve, additional commodity agreements, extension of Reciprocal Trade Agree- 
ments Act, simplified customs procedure, United States membership in the Organ- 
ization for Trade Cooperation and a Democratic World Economie Union. 


EXPORTS AND THE UNITED STATES FARMER 


Total domestic exports of agricultural and nonagricultural commodities 
amounted to $20.7 billion in 1957 fiscal year. The previous high year was fiscal 
1956 when $16.9 billion agricultural and nonagricultural products were exported. 
The increase in fiscal 1957 over fiscal 1956 is $3.6 billion or 18 percent. 

Agricultural exports in fiscal 1957 were $4.7 billion or 23 percent of total 
domestic exports. Agriculture’s share of total domestic exports dropped from 
26 percent in fiscal 1952 to 19 percent in fiscal 1953 and fiseal 1954. Agriculture’s 
share of total exports in fiscal 1957 are larger than any year since the 1952 fiscal 
year. Total agricultural exports in fiscal 1957 amount to $4.7 billion, all alltime 
high. 

In fiseal 1957, agricultural commodity exports were the equivalent of the 
produce of 1 crop acre out of every 6. This was equal to the production of 50 
million acres that moved into export trade. Some crops are moved overseas in 
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large volume. Twelve cents of every marketfhg dollar in the 1957 fiscal year 
came from exports. 

Exports in the 1956 marketing year as a percent of production that year were: 
Cotton, 57 percent; rice, 56 percent; wheat 53.7 percent; soybeans, 35 percent; 
flue-cured tobacco, 31.6 percent, and lard, 22.0 percent. 

Of the total United States exports in the 1957 fiscal year, 40 percent were 
made under Federal export expanding programs. Public Law 480, the Agri- 
cultural Trade and Development Act, accounted for 32 percent of these exports. 

Public Law 480 made possible a high percentage of the exports of important 
commodities. Fifty-seven percent of wheat exports were under this law; 43 
percent of corn exports; 81 percent of rice exports; 30 prone of cotton exports 
and 47 percent of cottonseed and soybeans exports. ecause of the quantities 
of agricultural commodities exported under the law, it is of great importance to 
farmers. Its principal shortcoming is that long drawn-out bilateral negotiations 
are required in making sales. Consideration of third and fourth country interest 
make negotiations broader than strictly bilateral. 

Exports under all Government programs, plus other exports totaled $4.7 
billion in fiscal 1957. The breakdown by kinds of sales is as follows: 


Million Percent of 
| dollars total 





Foreign currency sales ! 
Barter sales 2 


Credit sales 4 
Commercial sales 5 





1 Title 1, Public Law 480; sec. 402, Public Law 665, Mutual Security Act. 
2 Title III, Public Law 480; and other legislation. 

3 Titles II and III, Public Law 480. 

4 Export-Import Bank loans. 

5 Includes sales abroad at prices below domestic prices. 


IMPORTS AND THE UNITED STATES FARMER 


Imported farm commodities are of two kinds: (1) Those that compete in the 
domestic market with domestically produced commodities, and (2) those that 
do not compete in the domestic market with products of United States farms. 
Imports under (1) are called supplementary and under (2) are called comple- 
mentary. 

Imports of agricultural commodities (supplementary and complementary) 
totaled $3.8 billion in fiscal 1957, 7 percent less than the previous year. Of this 
amount supplementary imports totaled $1.5 billion or 40 percent of the total. 
Complementary imports (1957 fiscal year): 


Value 
(million 
dollars) 


Carpet wool 
Cocoa or cocoa beans 


Apparel wool 

Vegetable oil and oilseeds 

Fruits and nuts 

nn cn rn SiN MU Ce eater ccctcecce 
Tobacco leaf 

Dairy products 

Others 
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Most of the declines in agricultural imports occurred in rubber, coffee, cocoa 
beans, and wool. Supplementary imports are down 3 percent in the 1957 fiscal 
year from the previous such year. 

The importance of complementary imports to United States farmers lies in 
their price to farmers as consumers and in the significance of these commodities 
to other governments as a means of earning United States dollars with which to 
buy our farm and industrial commodities. 


POSITION OF FARMERS UNION 


It is a matter of commonsense to realize (1) that everybody would be better off 
if we produced and distributed more goods, and services, in the most economical 
manner possible, and (2) that people all over the world have common aspirations, 
needs, and vested interests similar to our own. In terms of the total economy of 
the free world, this means that each country should produce what it can most 
efficiently produce, trading the excess for the excess of goods produced more 
efficiently by other countries. This is the premise underlying the common market 
now being formed under treaty by six European nations. This is a significant 
historical move and it may well prove to be a beginning step toward the economic 
integration of a large area of the democratic world on the order of a Democratic 
World Economie Union proposed by Farmers Union. Such a union, composed of 
nations that will subscribe to the kinds of democratic rights and ‘privileges set 
forth in the United States Constitution and Bill of Rights, could develop and 
operate the economic development and trade promotion programs that would 
contribute most to rapid integration and growth of free world economies. 

In the existing ways of conducting trade we have a network of human institu- 
tions such as laws, custom, investment in plant, ete. Every nation has attempted 
to solve its own economic problem in its own way. In agriculture the aim has been 
to raise the relatively low income of farm families. Income parity with the non- 
farm population is a frequently mentioned goal of farm people in the free nations 
and basic legislation has been enacted by many nations toward this end. 

Farm families have a direct and important interest in the terms under which 
imports are allowed to enter the domestic market. For these families, the advan- 
tages gained from the exportation of other farm products and of nonfarm products 
are general, diffused, and indirect, while the competitive nature of supplementary 
imports is direct and immediate. 

It is not surprising that farm families take the attitude they do toward supple- 
mentary imports of agricultural commodities. They understand that markets 
and other institutions are made by man and can be changed by them. We heara 
great deal these days about how a free domestic agricultural economy would 
promote trade and about the need to reduce the difference between domestic 
agricultural prices and world prices. This talk doesn’t emanate from agricultural 
interests or the sincere representation of agricultural interests. The fact is that 
there is no such thing as an automatically operating free market system. Any 
market is free only within a framework of law, property rights, wealth distribution, 
trade practices, and other rules of the game. In our present way of doing things, 
trade is best carried on where there is a well-defined set of rules in operation. 

It is out of this need that the General Agreement on Trade and Tariffs was 
established and that the United States Congress passed the Reciprocal Trade 
Agreements Act, further simplified customs procedure and has conducted public 
hearings on whether the United States should join the organization for trade 
cooperation. It is due to the need for even greater economic cooperation that we 
in Farmers Union have supported an International Food and Raw Materials 
Reserve, or World Food Bank, additional international commodity agreements 
on the order of those in effect for sugar and wheat to buttress and operate in 
conjunction with the International Food and Raw Materials Reserve and United 
States membership in the Organization for Trade Cooperation, the administrative 
arm of the General Agreement on Trade and Tariffs. 

In the United States it would be both foolhardy and foolish to abolish all fair- 
trade laws, tariffs, patents, unions, preferential freight rates, subsidies to airlines, 
maritime operators, and the rest. It would be equally unrealistic to expect that 
the peoples and governments of other countries are going to give up the myriad 
institutional interferences with the free privately controlled market of the type 
visualized by mid-Victorian economic theorists. 

But even if it were possible, to get the people and the governments to eliminate 
government assistance and regulation of international markets, we are convinced 
that this would not be the best thing to do. The reason is this: The instability 
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of prices of raw materials, including agricultural commodities, is a two-edged 
sword that cuts down economic progress for both producers and consumers, _ 

Investments in economic expansion designed to increase the total output of 
raw materials must be made far in advance of the time when the products will be 
marketed. Instability in raw material prices presents such an added and serious 
factor of uncertainty in the calculation of returns on such investments, that the 
level of investment in expanded raw material exploitation is undoubtedly slowed 
down. 

Likewise, the investments in processing and manufacturing industries that use 
raw materials must be made well in advance of their ultimate recovery of the 
investment from profits made from the sale of processed or manufactured products. 
Consumer need, and in some respects consumer demand, is relatively stable, and 
can be fairly well gaged. But faced with wildly fluctuating raw material costs, 
the manufacturer like the raw materials producer must introduce a large uncer- 
tainty factor into his investment calculations. 

The meaning of this, to us, is clear. It means that the most fruitful means of 
promoting greater international economic cooperation is not a futile attempt to 
establish some kind of mid-Victorian competitive market equilibrium, but rather 
through the bold, imaginative, conscious building of workable international eco- 
nomic institutions. What we must have is neither this Victorian free-market 
internationalism nor monumental national isolationism. The correct answer lies 
in conscious international economic planning. 

Farmers Union favors an intelligent international approach to the problem, 
we do not believe that such an approach lies in throwing domestic or foreign 
producers upon the unguided and uncontrolled trader and cartel-dominated 
private international free-market system. The approaches we have suggested 
are negotiated publicly directed approaches to closer international economic 
integration. We do not believe, for example, that tariff elimination, as such, 
by unilateral action by the United States is either a sensible or a politically 
feasible approach, 

The Reciprocal Trade Agreements Act, the General Agreement on Trade and 
Tariff, and the Organization for Trade Cooperation are negotiational types of 
consciously directed international economic cooperation that should be encouraged. 
But we do not believe that United States farmers who produce for export or who 
produce commodities that must compete with imports should be asked to bear 
the full cost, respecting this production, of an intelligent United States foreign 
policy. We accord the same right and privilege to other domestic raw material 
and industrial producers. The benefits of better international economic coopera- 
tion accrue to all the people and the temporary costs involved should be borne 
by all the people. | This means that in the case of both exports and imports, 
programs and policies should be established, as they have been in the case of the 
International Wheat Agreement and the Sugar Act program, to spread the costs 
to all the people instead of putting all of them directly on the small number of 
producers concerned. 

With respect to such measures, there is always a clear-cut choice of how the 
cost is to be spread to all the people. By some methods the cost is spread to all 
in their capacities as consumers and they pay the bill in increased retail prices 
of the things they buy in relation to the quantities of such purchases. To the 
extent that tariff on imports of wool raise prices of finished goods, consumers con- 
tribute to the returns of United States wool producers. 

By other methods the cost is spread to all the people in their capacities as tax- 
payers and they pay in accordance with the ability-to-pay principle incorporated 
in the Federal personal and corporate income tax schedules. This is the method 
followed in connection with United States operation of the International Wheat 
Agreement. 

As a general principle we urge that no United States farmer (or other producer), 
whom we expect to remain in production, be required to produce for export or 
to meet the competition of imports, at any price less than the full parity price. 

There are probably some industries in which the entire United States need and 
demand can be met continuously and safely through complete dependence on 
imports. In such cases, we recommend that the injured domestic industry be 
helped to make adjustments by means other than excluding imports, such as 
through conversion to other lines, extension of unemployment insurance, assistance 
in retraining workers, and outright purchase, where required. 

We know of no domestically produced agricultural commodity to which this 
applies. 
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Programs and policies affecting agricultural imports and exports should be 
designed to provide full parity returns to domestic producers in ways that will 
be consistent with minimum hindrance to international trade and economic 
cooperation, and preferably by methods that will spread the costs to all people 
in accordance with ability to pay rather than through increased retail prices 
to consumers. 

We urge the enactment of legislation to renew the Reciprocal Trade Agreements 
Act with sufficient safeguards to fulfill the objectives outlined above. To be more 
specific: Notwithstanding any other provision of law, whenever a reduction in 
import duties negotiated under the act will result in decreased income and em- 
ployment in a domestic industry or result in reducing prices received by farmers: 
so that such prices reflect less than 100 percent of parity, we urge that the Presi- 
dent be authorized and directed (1) to call upon the Secretaries of Labor and 
Commerce to establish a domestic industrial readjustment program that will 
provide employment readjustment compensation, vocational training and migra- 
tion aids to laborers unemployed therby and that will make available technical 
assistance, capital retirement grants, and readjustment loans to industrial and 
business concerns whose operations are rendered unprofitable and (2) to direct 
the Secretary of Agriculture to initiate and put into operation a domestic farm 
price support program for the affected agricultural commodities through com- 
pensatory payments in combination with other means of price support at a level 
reflecting 100 percent of parity. 

As leader of the free world, United States policy toward greater economic 
cooperation among the free nations, is vital. Such a policy is practically non- 
existent in practice although in theory the administration continues to support 
the Reciprocal Trade Agreement Act, the General Agreement on Tariffs and 
Trade and its administrative arm, the Organization for Trade Cooperation. 

Following a trade policy the core of which is greater international cooperation 
and negotiation takes Farmers Union out of the controversy between the restric- 
tionists and the free traders dealt with in another action of the LAM. 


USDA AND AGRICULTURAL TRADE POLICY 


Increasing exports over past 2 marketing years has served as a relief valve for 
United States agriculture, 

Evidence points to a shift in the view Secretary Benson has had of Government 
export-assisting programs. At hearings last year USDA witnesses favored only 
a 1-year extension of Public Law 480 and saw a diminishing need for the law. 
Today the Secretary is reported to favor a 2-year extension of the law with 
$2 billion yearly for implementing. Failure of the soil bank to substantially 
reduce production and Benson’s opposition to Federal programs to assist United 
States farmers in upping prices and incomes and in adjusting production to 
augmented demand is responsible for shift in USDA thinking, 

Congress is amenable, it appears now, to extending Public Law 480. However, 
pressure from the Budge t Bureau has resulted in reducing the $2 billion Benson 
wants to $1)4 billion which it is reported he will be satisfied with. 

In 1956, the soil bank was presented by the administration as the panacea for 
ailing agriculture. Associated with it in 1957 is Public Law 480 and other export 
expanding programs. 

Total exports of United States agricultural commodities in fiscal 1958 are 
expected to be less than exports in 1957. If losses sustained in the first quarter 
of fiscal 1958 are indicative of a trend, exports in the present marketing year could 
be substantially less. 

One problem presented by Benson’s shift to the use of export programs, as the 
relief valve for United States agricultural production problems, aside from the 
fact that such programs do not get at the basic problems of agriculture, is that of 
upsetting traditional and historical balances in world trade. This problem 
was illustrated by Benson himself in a speech at the FAO conference in Rome, 
Italy. He reassured the delegates, saying that he hoped the United States 
had been successful in not unduly undermining world prices or disrupting world 
markets. He added, ‘I suspect though that there are certain transactions involv- 
ing individual commodities on which a few of you might disagree. * * * All I 
can say is that when you feel our policy is being unfair, we are willing to sit down 
with you and talk frankly about it.’’ 

The Canadian delegation to FAO meetings in Rome, Italy, said, for example, that 
certain United States transactions have had a serious impact on Canadian mar- 
ketings, especially because of ‘“‘the volume, intensity and aggressiveness” of 
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United States disposals operations. They acknowledged that the United States 
had tried to reduce dislocation to normal trade arising from disposals but they 
added that “it is incontestable that there has been damage.’’ 

There are many justifications for an intelligently managed Public Law 480 
program as one side of a well balanced farm program. These justifications have 
been documented in testimony of Farmers Union witnesses before the special 
Senate Agriculture Committee who have looked at and talked about the program, 
as a foreign policy program rather than a farm program. Viewed in this light 
perhaps one of the greatest justifications for the program is the increasing short- 
age of dollars in countries which normally import substantial quantities of agri- 
cultural commodities. To a very large extent, the trade deficits of dollar short 
nations have been offset by United States economic assistance in the form of 
Public Law 480, dollar loans and grants, military expenditures, and small 
amounts of private United States investment capital moving abroad. Up to 75 
or 80 percent of dollars we have sent abroad, under the mutual security program 
find their way back to the United States, thus stimulating domestic business and 
industrial activity. With sizable quantities of United States agricultural com- 
modities being sold for soft currency most of the dollars we send abroad that 
return to the United States are expended for hard goods. 

The restrictionists are representative of the political and economic isolationists 
and favor a ‘‘Fortress America’’ go-it-alone approach to trade problems while the 
free traders would put exclusive reliance upon the cartels which control a sub- 
stantial portion of the world’s trade and thereby the supply which gives them 
administered control on consumer prices. 


Restrictionists 

On the restrictionists end of the trade controversy, the United States farmer 
would have to either shut off the production of 1 acre in every 6 that last year 
moved into export trade or shift to some commodity that can be sold in United 
States or both. 

A large segment of United States industrial production would be idled and 
workers would be laid off, due to lack of both raw materials and foreign markets. 

United States farmer’s cost of production and living would rise owing to 
increased cost of goods. 

Living standards in all the free world would be reduced owing to lower produc- 
tion and higher costs of production per unit. 

Stomach communism in many areas of the world would be promoted. A For- 
tress America would become inevitable. 

If we want the restrictionist or go-it-alone policy, it can be done with protective 
embargoes and preclusive tariffs against imports, expansion of ‘‘buy American’”’ 
policies, refusal to support the United Nations and the Food and Agriculture 
Organization, and stopping United States economic aid to nations of the free 
world. 


Freetraders 

The other end of the trade controversy is to rely exclusively upon cartel- 
dominated, so-called free international trade. 

We would do this by repealing our tariffs; abolishing our restrictions against 
competing imports, such as sugar, wool, feed grains, barley, and dairy products; 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement; pulling out of 
World Bank and International Monetary Fund; refuse to renew the Reciprocal 
Trade Agreements Act; repeal section 22 and the escape clause. All other export- 
ing and importing countries would take similar action. 

International trade would then be dominated by international private cartels 
huge international trade monopolies. Only the farmers and other raw-material 
producers of the world would fully enjoy the fruits of competition. 

United States producers would be set free in an administered-price market 
dominated by foreign government regulation and international private cartels. 
Prices paid by United States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials, such as tin, 
rubber, and iron ore, would fluctuate widely from month to month and year to 
year. This would discourage productive investments and retard free-world eco- 
nomie expansion. 

Freetraders are found primarily among consumer and importer interests, but 
they have succeeded in thoroughly confusing the Farm Bureau, whose represen- 
tatives at times talk like freetraders and at other times act like restrictionists, 
depending upon the issue at hand. They ignore trade barriers in other countries 
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in their support of unilateral reductions of United States duties and a return to 
a free market for agriculture. 

The position of Farmers Union is that neither of these roads is the right road. 
(See section of LAM on Farmers Union position.) 


EUROPEAN COMMON MARKET 


The European Common Market is a step toward a democratic world economic 
union and, as such, is a significant turning point in history. The 6 countries who 
have signed a treaty to launch the common markets are: France, West Germany, 
Belgium, the Netherlands, Luxembourg, and Italy. The treaty provides for a 
common market in association with the overseas territories of the member coun- 
tries. It provides a 12- to 15-year transition period, and is expected to take effect 
January 1, 1958. At the end of the transition period, all tariffs between the mem- 
ber countries will be eliminated, and there will be no immigration or other barriers 
between the nations. 

The potential advantages of the Common Market have been described as: 

Duty-free access to a market comparable in population to the United 
States. 

Savings in unit costs through an increased volume of production, 

A greater variety of choice for the consumer. 

More jobs. 

A chance to create new industries which could not economically be de- 
veloped for a single national market. 


GENERAL AGREEMENT ON TRADE AND TARIFFS (GATT) 


The objective of GATT is to reduce or remove trade barriers. The most im- 
portant steps in lowering these barriers are commonly recognized as the following: 
(1) Nondiscrimination in trade by each of the participating countries. 
(2) Commitments giving effect to negotiated tariff concessions. 
(3) Redueing the use of quotas limiting the quantities of products which 
may move in international trade. 

(1) Discrimination in commercial trade policy is commonly referred to as 
most-favored-nation treatment. In the GATT, each of the 37 member countries 
agrees to give all other contracting parties any trade advantage, favor, privilege, 
or immunity it grants to any other country. Such treatment shall be no less 
favorable than that accorded any other country, whether or not the other 
country is a member of GATT. The most-favored-nation principle has been in- 
cluded in United States commercial treaties and agreements since 1778 and in its 
present form since 1923. 


Tariff reductions or concessions 


Approximately 58,000 tariff concessions have been negotiated during the 
meeting of member nations. These have involved either tariff reductions or 
commitments against tariff increases. 

In the United States, the executive branch is charged with the responsibility 
of seeing that tariff concessions shall not result in serious injury to a domestic 
industry. If injury does result, modification or withdrawal of the concession is 
authorized under the escape clause of the agreement. When escape-clause action 
is taken by one country, other countries whose trade is adversely affected are 
entitled to suspend equivalent obligations under the agreement to maintain the 
fairness and balance of the concessions. 

Reduction and elimination of quotas 

An import quota is regarded as a greater barrier to trade than is a tariff, in- 

asmuch as it constitutes an absolute barrier. Nevertheless, quotas are in effect 


for a variety of manufactured goods and agricultural commodities in the United 
States. 


Exception to GATT rules 


Every major agricultural producing country has some kind of program in 
effect to boost farm prices. So, exceptions to GATT rules are necessary to give 
member countries the right to protect price supports and production-control 
programs. Exceptions are essential in the case of the United States or farm- 
commodity prices would be at or near the world level. Farmers in the United 
States would be faced with paying artificially high and administered prices for 
many items they buy, and receiving low and fluctuating prices for the commodities 
they sell. 
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On the other side of the coin, an exception in the agreement permits countries 
to prohibit or restrict exports to relieve critical shortages of foodstuffs or other 
essential products. 

Perhaps the most important exception to the general rule against restrictions 
is that which permits a country to limit the quantity or value of its imports to the 
extent necessary to protect its foreign-exchange reserves. This means, simply, 
that, if a country is short on foreign exchange, it may restrict commercial imports. 
Because this wore gow has been applied mostly by dollar-short countries against 
imports of United States goods, it has led to criticism of GATT. Application of 
such exceptions does not, however, always result in a net reduction of United 
States agriculture exports. For example, because of foreign-exchange limitations, 
a nation may curtail or even stop imports of luxury items to make possible larger 
imports of food or other essential items. 

trictly speaking, GATT is a code of conduct between 37 nations on trade 
matters. Assisting in the reduction of trade barriers is the agreement’s prime 
function, but rules are also laid down on internal taxation as it may apply to 
trade regulation. At annual meetings such as the one held in Geneva, Switzerland, 
in 1957, member nations negotiate reciprocal trade concessions and consider 
complaints. 

When GATT was conceived, it was never meant to stand alone. It was intended 
to be an adjunct to the proposed U. N. International Trade Organization. But 
the Organization never materialized, primarily due to the failure of the United 
States to cooperate. The lack of an administering agency has handicapped the 
operation of the agreement and resulted in widespread support for an admin- 
istrative organ. 

Senator Lona. Senator Carlson? 

Senator Caruson. I noticed in your statement here that you urge 
that.we amend this H. R. 12591 along the lines of H. R. 11099, intro- 
duced by Mrs. St. George. Would you be willing to discuss that, 
briefly? I am not familiar with it. What does that do? 

Mr. Jounson. I will be very nappy to briefly describe the bill 
which Mrs. St. George introduced. The bill provides for a title II 
in the existing Trade Agreements Extension Act of 1951, as amended, 
and would place in the Secretary of Agriculture, at the direction of 
the Congress, authority to inflict quotas on imports of agricultural 
commodities whenever imports threaten the agricultural policies as 
enacted in the laws passed by the Congress, the domestic agricultural 
economy, or the objectives of this title. 

Senator Cartson. May I inquire there? I get the general trend 
of it now. Is that in addition to, or does that supersede, the present 
peril point? This would work along the peril-point program of the 
present tariff act, and the pees Reciprocal Trade Agreements Act? 

Mr. Jounnson. Senator Carlson, this title would relate itself, spe- 
cifically, to agricultural commodities, agricultural interests in the 
United States no? 68 

Senator Cartson. Is it your thought that the peril point would not 
apply to agricultural commodities? 

r. Jonnson. The peril point, perhaps, applies, but, in order to 
get action under the peril-point clause—correct me, if I am wrong— 
you have to have a hearing in the Tariff Commission and, sometimes, 
this takes a great deal of time. 

In the case of exports of Exlon, last year from New Zealand— 
Exlon being a butterfat which had been sweetened and flavored but 
not altered, so that it could not be used in our ice-cream industry of 
the United States—the peril-point provision was so cumbersome and 
unworkable that it was some time before we ever got action to stop 
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the imports of this product. This type of program, however, I might 
add, would be our second choice. 

As I have indicated, in the paragraph adopted by the delegates to 
our national convention, we would much prefer to operate our pro- 
gram in the United States so that we oouldl permit imports of com- 
modities, but protecting the incomes of producers through production 
payments, eliminating the need for a program of this kind. In the 
absence of a program to compensate farmers and to maintain farm 
income on a parity with other sectors of the economy, then, we feel 
that the type of program which Mrs. St. George’s bill provides would 
be one solution to the program. But that, I want to stress again, is 
our second choice. 

If you feel that it is possible to do something along the lines of 
getting a production-payment program into effect, for example, for 
dairy commodities, why, we certainly would prefer this as the first 
alternative. 

In this connection, I might add that we have been very much 
interested in the recent proposal made over in the State Department 
in which they support the use of deficiency payments to support some 
of the metals, copper, lead, zinc, fluorspar, and tungsten. I believe 
there is a study group in the State Department at the moment which 
is studying the use of such a program for metals. 

We think this is a very intelligent approach to the problems of 
primary producers, such as the miners and the mining interests in the 
United States. We are disappointed, however, that this program is 
not being looked to currently as an aid to agriculture in the United 
States. We strongly suggest that this program does have a great 
deal of merit in the application to some of our trade problems here in 
the United States. 

It is a program which we can operate and so as to protect the inter- 
ests of some of the nations who now feel that we are not giving suffi- 
cient attention to their interests. 

Senator Caritson. Mr. Chairman, I thank the witness. 

Senator Lone. Thank you. 

The next witness is Mr. Herbert E. Harris, of the American Farm 
Bureau Federation. 

Mr. Harris, if I might ask you to wait, I was informed that there 
was a personal situation that developed with Mr. Freeman, and I 
would like to call Mr. Freeman, if he is here, and I will call you as the 
next witness after that, Mr. Harris. 


STATEMENT OF RICHARD W. FREEMAN, PRESIDENT OF INTER- 
NATIONAL HOUSE, NEW ORLEANS, LA. 


Mr. Freeman. Thank you, Senator. My name is Richard W. 
Freeman. 

Senator Lone. Could you summarize your statement? 

Mr. Freeman. I believe I could, sir. 

Senator Lone. Your statement will be printed in full in the record, 
and it would save time if you would summarize. 

Mr. Freeman. All right. 
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(The statement in full is as follows:) 


SraTEMENT oF R. W. FREmMAN, PRESIDENT oF INTERNATIONAL House, 
New ORLEANS 


My name is Richard W. Freeman, of New Orleans, and my principal business 
is the manufacture and distribution of Coca-Cola. Also I am chairman of the 
board of the Delta Airlines, which operates over much of the eastern, southern, 
and middle-western part of the United States and has direct service to Venezue la, 
Cuba, Haiti, the Dominican Republic, and Puerto Rico, all of which countries 
we have served for 10 years or more. 

At the moment, I also am the president of International House in New Orleans, 
for which I am now speaking officially as well as for myself privately. Inter- 
national House is a unique nonprofit civic trade association ‘started in 1943 because 
we knew that foreign trade is good business for everyone and that it should be 
cultivated, developed, improved, and protected. 

Accepting the not unusual fact that it take 2 to trade and that trade is a 2-way, 
not a l-way street, we adopted a liberal trade view from the start. We have 
spent around $3 million, all of which we raised locally and out of our own pockets, 
in trying to promote and facilitate world trade through Gulf of Mexico ports, and 
in bettering international economic understanding, and the education of peoples 
of our own and other countries to this important and vital part of our economy. 

We came into existence, by design and intent, when the world was still deep in 
the desperate and bitter days of World War II, ‘because we knew that when that 
war ended the world’s businessmen would have to pick up the pieces and get 
back to work, and the rapidity and success with which they did this would help 
delay, avoid, or prevent World WarIII. We knew in 1943 that, soon, businessmen 
of then enemy countries would have to resume trade if the world was not to fall 
into chaos and communistic collapse, and we started out to do what we could, on 
the business level, strictly, to prepare for more and greater world trade. 

It took vision and hard selling in 1943, 1944, and 1945 to convince people that 
we had to be liberal and generous in the resumption of trade with then enemy 
countries. Our success was built slowly and the hard way. Let me explain here 
that International House is not an advocate of free trade in any sense of the word, 
principally because we think that it is impractical and impossible. 

We do believe, however, very strongly in freer trade, in the reduction of trade 
barriers and restrictions, in greater movement of the commerce of the world 
between our own and other countries, in freer access to the world’s needed re- 
sources, in the reduction of quotas, currency restrictions, tariffs, and all other 
artificial barriers insofar as is possible and consistent with our own national need 
and good, and the dictates of peace and prosperity. 

From the start we stood foursquare in support of the reciprocal trade-agree- 
ments program which we have seen steadily increase our volume of world trade, 
provide millions of jobs for our citizens, cargo for our vital and growing merch: unt 
marine, needed goods for our citizens, and, in general, contribute to our higher 
standards of living and our way of life, 

We have always believed that this program and the philosophy behind it of 
building and developing instead of restricting trade has been of enormous benefit 
to the United States in its fight to stabilize the postwar world because it has 
helped to convince other peoples that we favor a live-and-let-live policy. We 
believe that trade is the chief handmaiden to peace, and the misuse of trade or 
abuse of liberal trade policies leads to war. 

In short, we favor trade growth, not trade restrictions. 

Six years ago, Dwight D. Eisenhower came to New Orleans and in a speech de- 
clared that ‘‘if there is a city in the United States which has grasped the signifi- 
eance of world trade, that city is New Orleans, where International House is a 
majestic and tangible symbol of your understanding. It has become known all 
over the country as a successful clearing house for healthy two-way international 
trade. To me, it has even greater symbolism. It represents community action 
without government money—community action arising out of private thinking 
and local planning.”’ 

We hear a lot nowadays about the people-to-people program into which so much 
energy and thinking is going. Our work was the original people-to-people pro- 
gram; it has continued buoyant and thriving for 15 years; we have reached mil- 
lions of persons directly or indirectly, and we know from we and success 
that there is world friendship, profit, and peace in trade, trade, and more trade. 

Here it is necessary to emphasize strongly that leiueliontl House is a private 
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institution, supported by about 2,500 dues-paying members of all different kinds 
of political beliefs, most of them not even remotely connected with foreign trade, 
but strong converts of our philosophy. Ours is in nowise a Government-supported 
institution; its support comes solely from businessmen who believe they should 
develop, encourage, and promote international trade for the common good. 

When we speak, it is strictly the voice of businessmen who have tried to raise 
their thinking and voices to the international economic level. 

International House always has believed that private initiative, investment, 
and work was the solution to placing and holding American economic leadership 
in the world. We believe, also, that our country should not and cannot wait or 
depend upon Government leadership and aid for this solution, but should do as 
much of the job as possible by private means. 

We have, therefore, seen, with growing dismay, and we have energetically 
opposed, efforts of the protectionists to reverse our trade policies and to erect 
new or revive old barriers to the exchange of goods. We have watched with 
great alarm and misgiving the inroads that have been made by false and mislead- 
ing attacks and by the reckless campaign against our growing world-trade business. 
We regard these attacks as unfair, unwarranted, unjustified, and an actual hoax 
upon the American people, who, generally, are uninformed about the complexities 
and intricacies of foreign trade and can be swayed in the wrong direction by 
distorted propaganda. 

International House has become more and more concerned as it noted that, 
while there have been sharp increases in our annual volume of trade, the ceaseless 
protectionist attacks upon our tariff policies have grown stronger and more reck- 
less; we have seen these protectionist attacks and erosion of our program create 
suspicion, doubt, and unrest among our friendly neighbors who find it difficult 
to understand and to adjust themselves to or reconcile the vacillations and the 
contradictions of our world-trade policies. 

Stability and liberalized regulations are essential to United States’ world-trade 
position. It is impossible to have either of these requirements with constantly 
changing tariff schedules, political pressure upon the basie laws, and reckless, 
often even frivolous, actions by misguided protectionist committees or associa- 
tions which ofttimes really represent no more than the views of I or 2 men. 

Last September 10, International House took cognizance of the coming con- 
gressional battle on liberalized trade, and adopted a resolution requesting Congress 
for a 10-year extension of the reciprocal trade program without emasculating 
amendments or crippling encroachments. Copies of this resolution were sent to 
every Member of COniteds: and were distributed widely throughout the United 
States at the grassroots level, since we were trying to reach the people with the 
truth before they became inflamed with distortions. 

The resolution we adopted is attached. Actually, we believe that even a 10- 
year extension is not enough; we believe the policy of reciprocal trade relations, 
which is the policy of promotiug trade, should be permanent policy. 

Within a short time, our action began to claim national attention, and within 
a few months a large number of local, regional, and national organizations had 
adopted similar resolutions. The effect of this crusade was to stir up early in- 
terest in the trade-agreements program, which some have been good enough to 
suggest was helpful in its passage by the House by a 3-to-1 vote instead of by 
a single vote, as it did 3 years ago. We firmiy believe that, when the people 
have light or enlightenment, they will find the way, and we believe they have 
found the way and the truth about foreign trade. 

International House is fully aware of the historic debates of the past half 
century in the Congress on the tariff. We know that there is every shade of 
opinion, but there is only one set of true facts, and we believe that these facts 
clearly establish that increased world trade benefits many at the expense of few. 

All laws and regulations, every action for community development and progress 
does likewise. Some people are restricted and some benefit with regulations and 
restraints; so, the criteria must be in what proportion people benefit of suffer. 

I would like to suggest later in this brief paper that there are more realistic 
and effective, cheaper and less dangerous ways of preventing harm than through 
the penalties of the tariff which penalizes all and distorts our world intent. 

Far too little attention has ever been paid to the political implications of trade 
restraints and the devastating effects the curtailment of the trade development 
program have upon our position in world affairs. When protectionists seek to 
cripple the Trade Act, to shorten it, to tie the hands of the President, they ac- 
tually seek its utter abolition, its demise, its disappearance from the scene after 
a quarter century of success. 
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Furthermore, we fear the protectionist clamor has drowned out the voices of 
reason which, by comparison, are mild and restrained. We do not believe that 
the American people, generally speaking, know what a high tariff costs them 

ersonally or how many of their jobs depend upon foreign trade. Nor do we 
ese the people realize how few jobs are affected or lost by imports which we 
bring into our country to fill vacuums, to relieve strain upon our own resources, 
or simply to enrich our way of life. 

We are witnessing the initial battles in the Soviet trade war which Nikita 
Khrushchev declared upon the United States last year. We may not realize it 
yet, but we now are engaged in two wars with the Soviet Union—the cold war 
and the trade war. Both have the same goal—the destruction of democracy 
and capitalism. A Soviet victory in either will cripple us; victory in both will 
destroy us. 

The attempt to shorten or terminate our trade promotion program and to re 
strict the Executive in lowering and liberalizing trade barriers is an unwitting 
aid to the enemy, and would deliver us into their grasping hands. The Soviet 
Union knows how to use and manipulate trade against other nations, and never 
hesitates to do so for its ends. We must be prepared to cope with Soviet dump- 
ing, underselling, long-term credits at almost giveaway rates, improved quality 
products produced by what is little short of slave labor, and a hundred other 
schemes and plans to wreck the capitalistic approach to trade. The Soviet 
Union, producing with what is little short of slave labor, can, if it chooses, under- 
sell us with quality products anywhere and everywhere in the world. We, 
therefore, need friends in trade, and should do all we can to win and hold these 
friends. 

The need for higher tariffs is a great hoax, probably the greatest and noisiest 
that has ever been perpetrated upon our Congress. Only a few of our people, 
comparatively speaking, benefit by protection which really means penalty against 
lower priced imports, while more than 99 percent plus of our people suffer and pay 
for such penalties. 

Exports are a vital part of our economy and prosperity, and exports are geared 
precisely to imports since others must sell to us in order to buy from us. Our 
foreign business friends must be able to earn the dollars they want to spend for 
our products and they can do so only as we provide them fair and reasonable 
access to our markets. 

Foreign trade is important to all of the United States and undue solicitude for 
the protectionists is at the expense of our farmers, our labor, our industry, and 
our whole economy which depends in greater or less degree on exports. Our 
export producers, on the farm and in the factory, are hurt by a restrictive import 
policy because it induces trade restrictions by foreign countries and reduces their 
supply of dollars with which to buy our goods. 

here is American labor content in every dollar of our exports, whether of 
minerals, of agricultural products, or of manufactured items, while on the other 
hand a large percentage of our imports are of raw materials and other products 
which are not produced here, and which are not in competition actually with our 
own economy. 

When we move to impede instead of to liberalize world trade we not only 
directly hurt ourselves, but we alienate more friends abroad. The Soviets, with 
their full and immediate control over trade policies, fill every vacuum we create, 
and win every battle we lose. 

More intelligent and far less dangerous ways of coping with the problem of lost 
jobs through imports and adjusting hardship cases exist. The cost of such 
adjustments would be minor, and would be direct, and would be understood, 
whereas the indirect cost of higher tariffs is major, very high, and very dangerous 
to our whole political position in today’s explosive world. 

We think that the United States position in the world and as a leader for peace 
is determined as much by our ability to promote liberal and productive trade 
policies as it is by our ability to produce military pacts and nuclear weapons. 

How foolishly impossible it is to construct a Chinese wall around this Nation 
in the 20th century, and how wrong even if possible. We think high tariffs are 
unrealistic and dangerous to the economy of the United States, thewelfare of 
other nations, and the peace of the world. 

In today’s era of geopolitics the leaders of International House are convinced 
that as a nation we can no longer live in the “splendid isolation’ of the past, 
either economically, militarily, or politically. Our motives are judged by other 
nations of the world as much by what we do in economic matters as by what we 
do in military matters and diplomatic affairs. 
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At a time when we are seeing history-making changes in the field of international 
trade, science, and culture, with the Soviets challenging United States supremacy 
throughout the world, it would be a national tragedy to return again to the 
narrow view and to try again to erect friendship-destroying trade barriers. 
Friendly neighbors must trade to exist and we must assist them to trade and live. 

Today we see the development of the common market in Europe which bids fair 
to be the most important economic development there in a century. This de- 
velopment behooves forward instead of backward thinking on our part. 

e hope that the Senate will adopt the 5-year unfettered extension of the 
Reciprocal Trade Act, already approved by such an unexpectedly large majroity 
in the House. I thank you for your attention. 


RESOLUTION ADOPTED BY THE EXECUTIVE COMMITTEE OF INTERNATIONAL 
House on Tuespay, SEPTEMBER 10, 1957 


Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in promoting international trade throughout the world, and 
seater in progress and prosperity in our own and all friendly foreign nations; 
an 

Whereas, working within the framework of the reciprocal trade agreements 
program, the United States has in the past quarter century greatly expanded 
the worldwide exchange of goods and increased its own markets abroad by 
reciprocally lowering tariff and trade barriers and liberalizing trade regulations; 
and 

Whereas world trade is a necessary factor for world peace; and 

Whereas it is recognized that nations and peoples buying from the United 
States must also sell to the United States and this necessarily makes for mutually 
beneficial two-way international trade; and 

Whereas the total United States volume of exports and imports surpassed 
$30 billion annually in 1956 and is a keystone to our own peace, prosperity, and 
the welfare of our citizens; and 

Whereas the reciprocal trade agreements program has been renewed 10 times 
since its original passage in 1934 but these renewals have been for short periods 
and gradually the law has been emasculated and weakened by restrictive provi- 
sions in recent years; and 

Whereas to assure continuance of this beneficial and productive program it is 
necessary to rally all citizens to join in an effort to preserve this law when it 
comes up for renewal next year in Congress; and 

Whereas New Orleans, a great port and trading center, recognizing the para- 
mount importance to the Nation and the world of a continuance of the reciprocal 
trade program, expresses serious concern with the move to turn the clock back 
to a tariff program that would restrict trade, and undermine our economic and 
political situation in world trade: Be it therefore 

Resolved, That International House of New Orleans, an organization dedicated 
to world peace, trade, and understanding, hereby requests Congress to authorize 
a 10-year renewal of the reciprocal trade agreements program beyond June 30, 
1958, and endorses a nationwide program to educate and inform the people of 
the United States and particularly those in the Mississippi Valley of the grave 
threat to this highly successful program; and be it further 

Resolved, that all trade, commercial, civic, economic, and cultural groups 
everywhere be invited to join in this crusade to save an extend the reciprocal 
trade agreements program, and thus preserve the keystone to our foreign trade 
policy which has had the support of both great political parties over two and 
a half decades, and which has made a material contribution to world peace and 
prosperity. 

Mr. Freeman. I am speaking on behalf of International House of 
which I am president. It is an organization, located in New Orleans, 
which has membership both domestically and abroad. 

Generally our membership is in the Mississippi River Valley, and 
last fall we undertook to urge Congress to extend the Trade Act for 
another 10 years, and at that time furnished all Members of Congress 
with a resolution which was passed by International House. 

In summary of this statement, I think it is fair to say that Inter- 
national House has as its primary purpose the building of healthy two- 
way trade between the United States and foreign countries. 
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We think that it is excellent business for both the United States and 
for foreign countries in an economic sense as well as a political sense, 
and we Feel that it would be disastrous to us in our own self-interest 
if we were to slam the door in the face of our foreign customers and 
make it impossible for them to sell their goods here. 

Likewise we would be cutting off our own markets in the overseas 
areas, and I think that is about as brief a summary as I can make of 
this statement. 

Senator Lone. I notice that your organization has spent approxi- 
mately 3 million in promoting world trade. 

As you know, I am very familiar with the International House. 

Mr. Freeman. Surely. 

Senator Lone. I come from Baton Rouge, have lived in New 
Orleans, and am still a member of the New Orleans Young Men’s 
Business Club. I have had the opportunity of visiting International 
House a number of times and know the fine work you are doing as its 
president. 

Mr. Freeman. Thank you, Mr. Chairman. 

Senator Lone. Will you state your views on this problem: An 
American producer or industry finds that the foreign producer is able 
to produce goods at a lower cost, and the importer can buy these 
goods at a lower price, notwithstanding the tariff protection offered 
to the local industry. 

Do you think the escape procedure is adequate, or do you believe 
that a way must be found to spread the burden of foreign trade more 
broadly? 

Mr. Freeman. We feel, in the House bill, which just recently passed 
the House, that with the peril point and escape clauses and certainly 
with the imposition of tariffs, based on the tariffs that existed in 1934, 
there is adequate relief under the present law for the businessman who 
finds himself in that position, and of course the administration of that 
is another matter but so far as the law is concerned we feel that it 
adequately protects local producers, and against unreasonable foreign 
competition. 

Senator Lona. In other words, you feel that if there is wrongdoing 
and undue hardship in the program it is because of the way in which 
the program is administered rather than because of the law itself? 

Mr. Freeman. I would say so, as it now stands, and as it passed 
the House, yes. 

If anything, perhaps the remedies go a little too far to really lead 
to freer trade, if they are imposed to the utmost. 

Senator Lone. Of course, you are familiar with the fact that, out 
of the 30 recommendations of the Tariff Commission, only 10 were 
acted on by the President. Further, only in a few of those cases did 
he grant the full relief recommended by the Tariff Commission. 

Mr. Freeman. Yes, I am familiar with that fact. But I think 
this: I think the Tariff Commission has a narrow duty to uphold in 
this whole situation. I think that they are primarily interested in 
the industry side of it, and, consequently their findings are not 
necessarily Siaditig. because of course there are the overall interests 
of the consumers and the political situation and our foreign relations 
that should go into the ultimate decision which is now made by the 
President and the State Department, of course. 

Senator Lone. Senator Carlson? 
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Senator Cartson. No questions. 

Senator Lone. Thank you very much, Mr. Freeman. 

We will call Mr. Herbert E. Harris. Thank you for waiting your 
turn, Mr. Harris. 


STATEMENT OF GEORGE J. DIETZ, DIRECTOR OF INTERNA- 
TIONAL AFFAIRS, AMERICAN FARM BUREAU FEDERATION, 
PRESENTED BY HERBERT E. HARRIS, ASSISTANT DIRECTOR, 
INTERNATIONAL AFFAIRS, AMERICAN FARM BUREAU FED- 
ERATION 


Mr. Harris. Yes, Mr. Chairman. 

Mr. Chairman, my name is Herbert E. Harris. I am the Assistant 
Director of International Affairs of the American Farm Bureau 
Federation. 

Senator Lona. This is your statement I have in my hand. 

Mr. Harris. Yes, sir; I have supplied the committee with copies. 

Senator Lone. This is entitled ‘“The Statement of George Dietz.” 

Mr. Harris. Yes, sir. 

Senator Lone. Are you presenting this for Mr. George J. Dietz? 

Mr. Harris. Yes, sir. I was about to say I am presenting this for 
Mr. Dietz, who has a serious illness in his family, and was not able to 
be here today. 

Senator Lona. I see. Mr. Dietz’ statement is about 13 type- 
written pages, and we will include it in the record at this point. 

Mr. ec. Thank you, Mr. Chairman. 

And, Mr. Chairman, I would like to ask that the attachments 
also be printed. 

Senator Lone. That will be done as well. 

(The statement and attachments are as follows:) 


STATEMENT OF GEORGE J. Dietz, Director or INTERNATIONAL AFFAIRS OF THE 
AMERICAN Farm BuREAU FEDERATION 


We appreciate the opportunity to present the views of the American Farm 
Bureau Federation with regard to the extension of the reciprocal trade agreements 
program, 

Farm Bureau has supported the reciprocal trade agreements program since its 
original enactment in 1934. The American Farm Bureau Federation currently 
supports the extension of the Trade Agreements Act for a 5-year period. A long- 
term extension under H. R. 12591 is an important measure for expanding two-way 
trade. 

We would like to insert into the record that portion of Farm Bureau policies 
on international affairs which deal specifically with the reciprocal trade agreements 
program as adopted by the elected voting delegates of the member State farm 
bureaus to the 39th annual meeting (attachment I). We wish to insert specific 
examples of restrictions imposed by other countries that reduce United States 
agriculture’s ability to export (attachment II). 


RECIPROCAL TRADE AND NATIONAL SECURITY 


Our national security is strengthened by keeping international trade at a 
high level. 

Trade has contributed greatly to the economic recovery of the nations of the free 
world, It is clear that the United States has a real stake in expanding mutually 
profitable trade with these nations. Our foreign-trade policy, partially implemented 
through the reciprocal trade agreements program, is a major national policy 
with important and far-reaching effects. National security can best be maintained 
with an increasing number of allies each with sound economies. 
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We must face the fact that if the Congress fails to extend the act or adopts 
amendments crippling its effectiveness, United States exports will sharply 
decline. First of all, there will be swift retaliation by the governments of the 
countries that are adversely affected. Whether we like it or not, many of these 
nations finding the door to the United States market closed, or partially closed, 
will orient trade to markets where they can do business. We may find our- 
selves isolated—not by foreign intrigue, but as a result of our own action. 

No one is exposing top-secret information when they say the Soviet Union is 
stepping up international trade. It is our understanding that they plan even 
greater economic offensives. We are told that we must meet the Soviet challenge 
- the field of economic competition. American agriculture welcomes the chal- 
enge. 

e acknowledge that national security is of prime importance; however, I 
have not directed a large portion of this statement to this aspect of the program. 
I am sure that this phase of the subject will be thoroughly dealt with by wit- 
nesses better qualified in this field than Iam. However, I do want to say some- 
thing about the economic aspects of the reciprocal trade agreements program— 
what it means to the United States economy and particularly what it means to 
United States farmers. 


RECIPROCAL TRADE AND THE UNITED STATES ECONOMY 


Farm Bureau is well aware of the importance of trade to agriculture. Trade 
means dollars for farmers. One of the basic objectives of Farm Bureau is to 
help farmers secure high per family net incomes. 

The reciprocal trade agreements program is not a new program. It has met 
the test of time. It has been a basic national policy of this country for 24 years. 
It is not unreasonable to contend that the high and increasing standard of living 
enjoyed in or country during the past 25 years can be attributed in substantial 
part to the fact that we have had the trade program. 

Almost 15 percent of United States farm output moved into export channels 
in 1957. Close to 80 percent of our record exports went to countries with whom 
we have reciprocal trade agreements (attachment III). As much as two-thirds 
of our total exports to these countries moved under some form of trade-agreements 
concession to the United States. 

The United States is the world’s greatest trading nation. In 1957, the value 
of our exports was nearly $20 billion, while imports were around $13 billion. In 
recent decades, we have consistently exported more than we have imported. 
Some of the difference has been made up by our customers providing services, by 
travel of United States citizens abroad and through investments by American 
firms. But even including these factors, a serious imbalance still exists. 

In 1957, international trade provided jobs directly for over 4.5 million Ameri- 
cans, about 7 percent of the total employed labor force in this country. It seems 
clear that our own economic self-interest demands a continuation of the trade- 
agreements program. Moreover, sound, two-way trade can be expanded to 
provide widening opportunities to sell in world markets. 

In overall balance the people of the United States profit from two-way trade. 
Over 24 percent of our imports consisted of raw materials during 1956. These 
imports are necessary if our economy is to stay vigorous and dynamic. They 
are vital to the continuation of our rising standard of living. 

Economic development in countries sending us raw materials is important to 
provide us with an increasing supply of these products. Capital must flow from 
the developed to the underdeveloped countries to create a basis for expanding 
mutually profitable trade. 

The underdeveloped countries offer large potential markets for products of the 
United States economy. These markets will grow as the standards of living in 
these countries gain. We would like to think in terms of establishing real and 
permanent markets for our farm products in these countries, 


RECIPROCAL TRADE AND UNITED STATES AGRICULTURE 


At this point I would like to stress the importance of the reciprocal trade agree- 
ments program to United States agriculture. Farm Bureau considers this legis- 
lation more fundamental to the development and maintenance of long-term 
permanent foreign markets than such temporary programs as sales for foreign 
currencies under title I of Public Law 480. It is also preferable to a permanent 
policy of large appropriations for the foreign-aid program. Therefore, as pro- 
ducers, exporters, and taxpayers, our farmers have a major stake in the extension 
of the program. 
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Agricultural exports in fiscal year 1956-57 amounted to $4.7 billion (a record 
level). About 42 percent of our exports moved under direct Government pro- 
grams such as sales for foreign currency, gifts and barter (title I of Public Law 480 
accounted for 19 percent). Sales for dollars increased by $648 million with cotton 
sales under the cotton export subsidy program accounting for 75 percent of the 
increase. The following table indicates fiscal year 1956-57 exports by principal 
commodities and the amounts moved under direct Government program: 


Agricultural exports fiscal year 1957 
[Millions of dollars (estimated)] 





Exports un- Percentage 

Commodity Total exports | der Govern- | Outside of | under Gov- 

ment pro- programs / ernment pro- 

grams ! grams 

NE bncadenglsaddurdasas tt chandeekcutnd 958 655 | 303 68 
a gs eect anm ae cummalien 361 227 134 63 
Be dtd wie ath bikthwea cd dda tints dadimotsh stem 190 134 56 71 
Oa hd re che. Uaivids dnd ania ds 4 gobi pe chads 91 9 82 10 
ON a cies Wl sia decimate 1, 115 525 590 47 
Livestock products (dairy) ....-...--- 5 iss ianieen nae 700 240 460 34 
Vegetable oil and oil seeds_.__-- nbpivblbeatehesds: 455 135 320 30 
Fruita and vegetables. .....62...--6.60ecesese25ee 363 25 338 7 
OT i Bl ke lth a wn ailnlogsehal diedmaitake th 340 | 30 310 9 
. Nah Pwo weay cecniaake out Discodialeadamincebos 151 20 131 13 
Oca: tincaniaedhsiciing sleunen vata eemetace | 4, 724 2, 000 2, 724 42 














1 Programs: Public Law 480, all titles, Mutual Security 402, Export-Import Bank loans (only $70 million). 


If we included the exports made possible by subsidizing the sales price, we 
estimate that about 70 percent of our agricultural exports were the result of 
Government assistance. For example, every bushel of wheat and every pound of 
flour that we export carries some kind of Government subsidy. 

Although Farm Bureau sponsored the original Public Law 480 legislation, we 
have continued to emphasize the point that Public Law 480 is a temporary 
program. We have said that it is imperative that American agriculture not 
become overdependent on these types of sales. A program of sales for foreign 
currency can benefit American agriculture only a limited length of time before 
markets start orienting to this way of doing business. The trade becomes accli- 
mated, as it were, to such sales. In short, customer nations start to consider— 
unconsciously or consciously—the Public Law 480 operations as a normal part of 
commercial trade. There are indications that just this already has happened in 
some instances. We view with serious concern evidence that some countries are 
adjusting their dollar exchange so that very little of it is used for the purchase of 
American farm products. They are taking for granted that they will be able to 
yurchase a substantial portion of their food and fiber needs from the United 
States with local currency. This places United States farm products in a very 
vulnerable position and jeopardizes future dollar markets. Agriculture’s primary 
task in the export field is to develop dollar markets for its products on a permanent 
basis. 

FARM EXPORTS TO TRADE AGREEMENT COUNTRIES 


Maintenance of a high level of exports is of great importance not only to the 
producers of export crops but also to the producers of all other agricultural com- 
modities. If we lose our export outlets and find it necessary to take out of pro- 
duction the 60 millions of acres of cropland now devoted to the production of 
commodities for export, this land undoubtedly will be shifted to the production 
of other commodities such as dairy products, beef cattle, hogs, fruits and vege- 
tables, poultry and poultry products. This increased production within the 
United States would expand the supply of these commodities, and consequently 
reduce the price and income of the producers now raising such commodities. As 
regards specific commodities, over 90 percent of our soybean exports, 80 percent 
of our cotton exports and a like percentage of our fruit and fruit products exports, 
and about 75 percent of our unmanufactured tobacco exports moved abroad under 
a trade agreements concession. As shown in attachment IV, supplementary farm 
products imports have remained fairly constant during the post-war period. In 
contrast, our agricultural exports are currently at an all-time record level. There 
is almost a 3 to 1 ratio of farm exports when compared with supplementary imports 
(attachment V). 














328 TRADE AGREEMENTS ACT EXTENSION 


In addition to the tariff concessions obtained, these trade agreements are im- 
portant to United States farmers because of the provisions they contain regarding 
the gradual liberalization of the import restrictions that many foreign countries 
have imposed for balance of payment reasons. 

A substantial amount of trade liberalization has taken place in recent years on 
the basis of these provisions. 

Details as to the trade liberalization of specific countries in the agricultural field 
are contained in attachment VI. 

Considering strong protectionist trends in most food-deficit countries, it is un- 
likely that the United States would have obtained this degree of agricultural trade 
liberalization, had it not been for the obligations those countries had accepted 
under GATT or other trade agreements with the United States. 

However, many important countries have not yet liberalized large sectors of 
their agricultural import trade. The extension of the trade agreements program 
will give the United States an opportunity to impress upon other countries the 
desirability of taking further steps toward liberalizing their imports of our agri- 
cultural products. 

We do not mean to talk in general or abstract terms in this regard. There are 
specific laws, regulations and policies individual countries are now employing 
which are causing bottlenecks for expanded exports of United States farm products. 
We have included as attachment VII a list by country of some of these ‘‘bottle- 
necks.”” We strongly recommend that in future negotiations the United States 
delegation place special emphasis on obtaining liberalization and elimination of 
these impediments to trade. 


RECIPROCAL TRADE AND THE COMMON MARKET 


There is still another reason why we consider it important that the trade 
agreements program authority be extended for 5 years. The Common Market 
Treaty among six European countries which became effective on January Ist of 
this year is of critical importance to American agriculture. We are told that 
trade within this community will be freed by progressive elimination of tariffs 
and quantitative restrictions; while applying a common tariff to imports from 
third countries. Ultimately, they plan to develop a common agricultural policy 
and common agricultural institutions. There are indications that the Common 
Market will be broadened. 

Together, the six countries of the Common Market form by far the largest 
foreign market for our farm products. In fiscal year 1957, United States agri- 
cultural exports to these countries amounted to $1.3 billion or 28 percent of all 
United States agricultural exports. Secondly, this market has been predominantly 
a dollar market. American farmers have a real stake in preserving and expanding 
exports of farm products to this area. 

The six countries are all members of GATT. This is of increasing importance 
to the American farmer because GATT offers an opportunity to work for the safe- 
guarding of the traditional interests of our farmers in the European market. As 
the delegates to the last annual American Farm Bureau Federation convention 
stated, “the Common Market can broaden the market for United States farm 
products if it lowers average restrictions, but it will be harmful if it increases 
restrictions against outside products or results in new preferential arrangements 
with other suppliers.’’ It is extremely important that the Common Market be 
closely watched during these formative years. It is far easier to encourage favor- 
able consideration for our products at the outset than to undo an established 
institution with set regulations. Let us not get caught with a policy of ‘‘too little, 
too late.’’ We need to recognize and assess correctly developments abroad and 
have effective programs to promote and protect the interests of the United States. 

It is imperative that the President be given the necessary authority to vigorously 
protect United States trade interests in Europe and to assure that the Common 
Market does not act to restrict United States exports. To this end the most 
important factor is the firm expression of Congress that the reciprocal trade agree- 
ments program remains a basic national policy and will remain so in the coming 
years. 


UNITED STATES AGRICULTURE’S REPRESENTATION AT GATT SESSIONS 


For some time Farm Bureau has not satisfied with procedures followed by the 
United States Government insofar as agricultural representation at GATT nego- 
tiations is concerned. We believe that a greater number of responsible farm 
leaders with a broad interest in the general welfare of agriculture should be ap- 
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pointed as advisers to assist in preparing for and conducting negotiations with 
foreign governments prior to entering into such foreign trade agreements. To 
this end we feel that section 3 (e) of H. R. 12591 is a step in the right direction. 

We have heard numerous comments that the United States is at a definite 
disadvantage because foreign countries apparently make greater use of agricul- 
tural representatives at the negotiations. We would be less than candid if we 
did not say that, if the GATT is to have the continued support of American 
agriculture, the Government should make certain that agricultural, as well as 
industrial interests, are adequately and proportionately represented. 


COMPARATIVE ADVANTAGE 


One of the most basic economic truths is that individuals and countries gain 
most when each produces that which he (it) has the greatest ‘‘comparative 
advantage.”’ International trade is built around this principle. The United 
States sends abroad a wide assortment of quality products which, because of our 
technology, specialization and efficiency, we are best able to produce and export 
for a profit. 

We believe H. R. 12591 would give the President authority under which he 
could reduce the restrictions on trade and thereby facilitate expansion of the 
exports of products we produce relatively most efficiently and most profitably in 
exchange for reciprocal concessions on products which we produce relatively less 
efficiently. The United States would gain not only through the expansion of 
profitable exports, but by imports which improve United States standards of 
living. 

Most of our exports are products which we produce at least as efficiently as 
other countries. This is true for many of our farm products. It is not accurate 
to assume that most segments of United States agriculture cannot compete with 
the rest of the world. Even in the case of commodities such as wool, where we 
have large imports, the basic problem faced by producers is not foreign com- 
petition but competition with the rest of American agriculture and industry for 
land, labor, and capital. 

Unrealistically high support programs in the United States on most so-called 
basic farm commodities have protected world market prices. These programs 
have tended to price us out of the world market during most of the postwar 
period. High price support programs have weakened our competitive position in 
international trade. Our farmers can compete in the world market. They must 
be given a chance to sell quality products for dollars. 


RECIPROCAL TRADE AGREEMENTS PROGRAM NOT A FREE-TRADE PROGRAM 


The reciprocal trade agreements program is not a free-trade program. It is 
a systematic approach toward reducing the barriers to increased international 
trade. Under the present law the President’s authority to reduce tariffs is 
highly restricted with numerous protections for domestic industry. 

Some of the restrictions on this authority are: 

(1) The President may reduce a tariff only when reciprocal concessions are 
made by other countries. He is not authorized to reduce a duty on a unilateral 
basis. 

(2) Before negotiations can commence on a trade agreement, the Tariff Com- 
mission must determine for all items on which negotiations are contemplated 
“the limit to which such modification might be extended without causing or 
threatening serious injury to domestic industries.”’ Should the agreement break 
these ‘‘peril points,’’ the President must report to Congress. 

(3) The so-called escape clause has been included in every agreement since 
1943 although it has been a part of the law only since 1951. An industry can 
apply to the Tariff Commission for a recommendation of increased restrictions 
on competitive imports by showing serious injury or likelihood of injury caused 
by tariff concession under the reciprocal trade agreements program. 

Farm Bureau policy for 1958 is as follows: 

‘The ‘escape clause’ should be maintained as an appropriate means of avoiding 
undue hardship to any industry. Final authority for action under this clause 
should remain with the President in order to assure the proper consideration of 
all factors influencing the Nation’s well-being.” 

We believe it is in the best interests of the United States to continue the current 
procedure for hearing and deciding actions under the ‘‘escape clause.” 

If this program is to continue as a method for reducing trade barriers and if 
it is not to be used as a vehicle for increasing overall trade restrictions, it is essen- 
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tial that the President retain the authority to take into consideration all the 
factors affecting the Nation before applying Tariff Commission recommendations. 
: (4). National security amendment: Farm Bureau policy on this matter is as 
ollows: 

“The Tariff Commission has been established by Congress as the body respon- 
sible for evaluating requests for import controls. An amendment to the Reciprocal 
Trade Agreements Act provides that this congressional mechanism can be by- 
passed under the guise of national security. We believe this circumvention of 
the Tariff Commission establishes an extremely unforunate precedent. Appro- 
priate action should be taken to correct this situation.” 

We, therefore, recommend that the law be amended so that no action shall be 
taken pursuant to the national security amendment unless the Tariff Commission 
finds that imports are entering the United States in such quantities as to threaten 
to impair the national security. 

(5) Section 22 (Agricultural Adjustment Act)—increased tariffs or quotas 
may be applied to any commodity, the importation of which is disrupting a 
Federal agricultural program. This is an important agricultural law. While 
Farm Bureau has supported the use of section 22 as a measure for the protection 
of domestic programs, AF BF has opposed its use when the real objective has been 
to impose trade barriers rather than to protect domestic programs. Furthermore, 
the Farm Bureau has worked to revise domestic farm programs to insure that they 
make economic sense to farmers and the national welfare. 

Section 22 contains a number of safeguards designed to prevent abuse. Import 
fees may not be imposed at a rate in excess of 50 percent ad valorem. Imports 
may not be limited to quota to less than 50 percent of the quantity of a commodity 
that was imported during a representative period. These provisions are intended 
to prevent section 22 from being used to completely embargo imports, and to 
permit the continued importation of products that might be expected to come 
in in the absence of a domestic support program. 

(6) Antidumping—an additional duty must be applied to the importation of 
any product which is being sold in the United States at a price less than in the 
country of manufacture and where such imports are causing injury to a domestic 
industry. 

(7) Countervailing duties—whenever a foreign government subsidizes a price 
on a product being exported to the United States, additional duties may be 
imposed to the full extent that the price is subsidized. 

(8) Forced labor—any products produced or manufactured by forced labor may 
be prohibited from importation into the United States. 

(9) Another very important protection is that Congress has the final authority 
under the trade agreements program. It has been necessary to return to Congress 
periodically for reenactment of trade agreements, legislation, which has provided 
a recurring opportunity to appraise the program. This periodical review by 
Congress has served as a check to insure that the trade agreements program is 
administered as Congress intended. 

However, with all of these protections and built-in procedures for relief, the 
reciprocal trade agreements program is constantly threatened by special legislation 
in Congress increasing the tariff rate on a specific commodity or group of commodi- 
ties. Legislated tariffs threaten the structure of the trade agreements program 
because it has been demonstrated that it is difficult to legislate an increased 
tariff for one product without doing so for a whole series of products. It would 
also undermine the procedures and safeguards outlined above if it were possible to 
obtain special protective legislation from Congress. 


THE NEED 


Although restrictive amendments adopted in prior years have reduced somewhat 
the potential effectiveness of the program, Farm Bureau feels the reciprocal 
trade agreements program can continue to contribute substantially to the security 
and prosperity of the United States if additional restrictive amendments are 
avoided. 

Protectionists quickly latch on to any downturn in business activity and em- 
ployment as an argument for greater import restrictions. A similar argument was 
advanced in 1930 when Congress passed the restrictive Smoot-Hawley Tariff Act. 
Passage of this act not only failed to halt the downturn but undoubtedly contri- 
buted to the development of a worldwide depression. The reciprocal trade agree- 
ments program originally was designed to help this Nation recover from a reces- 
sion. Expanded trade means more markets, more opportunity, an expanded 
economy. The dangers of a recession do not indicate the need for more restric- 
tions. They emphasize the need for and importance of a vigorous trade program, 
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Recent developments on the international scene have alarmed many of our 
people. The advent of atomic power, hydrogen bombs long-range rockets, earth- 
orbiting satellites has intensified the recognition that alliances of the free world 
must be cemented and that inducements must be presented to all freedom-loving 
people to join with the free world. 

rade—the ability to sell. to earn, to buy—is the greatest inducement we can 
offer any nation. Without expanding international trade, free world unity is 
most difficult, if not impossible, to attain. 


ATTracHMENT I, 1958 Poticres, AMERICAN FARM Bureau FEDERATION, 
INTERNATIONAL AFFAIRS 


RECIPROCAL TRADE AGREEMENTS 


In order to promote a high level of trade among nations the following policies 
should be supported: 

(1) We consider the long-term extension of the Reciprocal Trade Agreements 
Act to be of critical importance to the American farmer and to the Nation as a 
whole. The reciprocal trade agreements program has been a basic national policy 
for over 20 years. It has provided a means toward obtaining an expanding econ- 
omy based on a high level of mutually beneficial international trade and unity of 
the free world necessary for national security. This program is fundamental to 
the maintenance and development of foreign markets for American farm products. 
Unless foreign customers are given a greater opportunity to earn dollars with which 
to buy our farm products, American agriculture may be forced to resort continually 
to interim programs such as sales for foreign currency. In order to create the 
confidence necessary for permanent trade relations, it is important to assure 
stability in our foreign-trade policies. 

Continued efforts should be made to negotiate agreements to reduce trade 
barriers, eliminate unfair or discriminatory trade practices, and develop measures 
of international cooperation for the expansion of trade. 

The United States should insist that other nations adhere to their commitments 
under reciprocal trade agreements. 

Reduction of duties on those items which are needed for farm production and 
which are a significant factor in the price-cost squeeze should receive special 
emphasis. 

The escape clause should be maintained as an appropriate means of avoiding 
undue hardships to any industry. Final authority for action under this clause 
should remain with the President in order to assure the proper consideration of all 

actors influencing the Nation’s well-being. 

Section 22 provides a necessary protection for Government programs and should, 
where necessary, be applied with minimum delay. 


ATTACHMENT II. Traps BARRIERS TO THE IMPORT oF AGRICULTURAL PRODUCTs ! 


BELGIUM 


In the summer of 1954 Belgium-Luxembourg and the Netherlands published a 
common list of commodities freed from quantitative controls when imported from 
the dollar area, including such agricultural products as cotton, tobacco, coarse 
grains, canned fruits, etc. For some products, not on the free list, licenses are 
nevertheless granted freely. It goes without saying that commodities which are 
subject to protective measures as mentioned above are also subject to quantitative 
restrictions if imported from the United States. 


CANADA 


Canada controls grain imports through a trade monopoly but admits most of 
the other United States agricultural export products without restrictions. 


DENMARK 


Denmark has, for many years, exercised quantitative control over imports of 
United States farm products by way of foreign exchange regulations and licensing. 
Fruits have been especially hard hit, because they have been considered luxuries. 
Cotton, tobacco, oilseeds, rice, sorghums, feedstuffs, raisins, and some less impor- 
tant products have been freed from control. 


1 From official sources. 
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FINLAND 


Owing to inflationary pressures, Finland devalued its currency and revamped 
its import-control system. With the exception of some pasture seeds, United 
States farm products remain subject to trade controls. 


FRANCE 


France never liberalized any important United States agricultural product. 
As a result of a deterioration of its gold and dollar assets in 1957, it deliberalized 
all products from the dollar and OEEC area. France also devalued the frane by 
20 percent. : 

WEST GERMANY 


Apart from cotton, tobacco and oilseeds, citrus fruit and some fruit juices, most 
agricultural products imported into Germany from the dollar area are subject to 
quantitative control. Such control is not exercised over many imports from coun- 
tries belonging to the Organization for European Economic Cooperation. More- 
over, Germany has bilateral trade agreements with a great number of countries, 
often stipulating import quotas for major agricultural products—an indication 
that the United States products are not receiving equal treatment. 

As a result of liberalization measures taken in January 1958, the majority of 
important United States farm products are controlled by means of state trading. 
These products are grains, butter and meat, ete. Raisins, poultry, fresh deciduous 
fruits, edible vegetable oils are subject to other import controls. 

Farm Bureau believes there are no longer valid reasons for imposing quotas on 
the importation of any horticultural products. Liberalization of United States 
horticultural products is called for. 

GREECE 


No quantitative controls on agricultural imports from the United States, import 
licenses being automatically issued when deposit conditions met. Only exception 
is grains, still largely state traded, but purchased principally from the United 
States. 

ITALY 


Nearly all agricultural imports from the United States are subject to license, as 
are those from all except OEEC countries and their overseas territories. Imports 
on private account of most commodities from the latter areas have been liberalized. 
In general, licenses for imports of United States agricultural products are granted 
only if the products are considered essential and are not available in Italy or from 
OEEC countries. The tendency is also to favor imports from countries with 
which Italy has bilateral clearing agreements. Italian imports of wheat, which 
are state controlled, are obtained insofar as possible from nondollar areas, in 
particular Argentina and Russia. Previously, Italy liberalized inedible tallow, 
cotton linters, and some other minor products. In 1957 it liberalized cotton, 
which is the most important farm product the United States exports to it. 


NETHERLANDS 


In the summer of 1954 the Netherlands and Belgium published a common list 
of commodities which had been freed from quantitative controls when imported 
from the dollar area, including such agricultural products as cotton, tobacco, 
coarse grains, canned fruits, ete. It is claimed that the Netherlands now permit 
free imports of farm products from the dollar area to the same extent as from the 
OEEC area with the exception only of those United States products which enjoy 
an export subsidy. For some products not on the free list, license may nevertheless 
be granted freely. 

NORWAY 


For the first time in the postwar period Norway liberalized imports of apples, 
pears, peaches, and plums for a major part of the 1957-58 marketing year. Cotton 
and tobacco is liberalized and is usually obtained from the United States. Grains 
are subject to state trading and suppliers are determined on the basis of price, 
quality, and to some extent on bilateral trade agreement commitments. 


SWEDEN 


The commodities subject to price regulations and centralized imports (i. e., 
bread grains, meats, eggs, dairy products, fats, sugar, and tobacco) are generally 
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subject to control from whatever source imported. Other United States farm 
products are also subject to restrictions, unless specifically liberalized. Swedish 
dollar liberalization list of late 1954 included such important farm products as 
cotton, rice, dried and canned fruits, fruit juices, hides, and skins. Tobacco, 
flaxseed, linseed oil, and fresh fruits are on the so-called transit-dollar list. In 
these commodities licenses are granted freely, when payment is made in transit 
dollars, available at a premium of about 3 percent. 

Sweden freed from licensing requirements in 1957, wheat, rye, and other grains, 
flour, live animals, oilseeds, some vegetable oils, margarine and some other minor 
products. However, should import prices fall below the minimum set in the new 
price-support program, import restrictions might be imposed. To protect local 
producers apple and pear imports remain under seasonal restrictions. Tobacco, 
citrus, and certain other fruits and berries are admitted by Sweden without 
quantitative restrictions, if payment is made in nondollar currencies or in so-called 
transit dollars (i. e., dollars bought through commercial banks at a small premium). 


UNITED KINGDOM 


United States grain and cottonseed oil shipments to United Kingdom are not 
only subject to individual import licenses issued for specified periods, but also 
subject to indirect controls and certain exchange regulations. United States 
cotton is permitted entry under open license. Fresh meat and dairy imports 
were decontrolled by the Ministry of Food in 1955, although United States butter, 
cheese, and meat imports are restricted to special trade arrangements or issuance 
of individual licenses. Bacon and ham imports are to be controlled indefinitely. 
United States lard is subject to special import regulation. Most other agricul- 
tural commodities from the dollar area are still prohibited or subject to special 
allocations of dollar exchange varying greatly from year to year. 

In our statement before the House we said that the United Kingdom was an 
example of discriminatory treatment as regards fruit. In view of the significance 
of the British market, Farm Bureau urged that the United States Government 
negotiate an opportunity for United States fruits to compete in that market in a 
normal commercial manner under conditions comparable to those accorded fruits 
from other countries. This meant early liberalization of United States horti- 
cultural products by the United Kingdom. We are happy to say that British 
Government has recently announced that $20 million worth of American fruit 
will be permitted to enter the United Kingdom. This represents progress and a 
return to trade for dollars through normal trade channels. 


CUBA 


Cuba has no exchange control and requires licenses for importation of some 
agricultural products, i. e., wheat and rice, etc. Import quotas are issued to 
importers of wheat and flour to control the entry of 202,000 metric tons assigned 
Cuba under the International Wheat Agreement. From time to time Cuba im- 
poses restrictive measures to limit imports for a specified time. Imports of 
broken rice are restricted and some dry beans and dairy products are subject to 
quotas. 

CHILE 


Most imports into Chile are subject to license by the National Foreign Trade 
Council (CONDECOR). Licenses are granted according to quotas fixed on the 
basis of the annual foreign exchange budget which is prepared by CONDECOR. 
Items which are not mentioned in any way in the foreign exchange budget or its 
supplementing regulations are prohibited importation. A tax of 15 pesos per 
United States dollar is assessed on the exchange cover authorized for the import 
license granted. 

The government agency (INACO) has been the sole purchaser of wheat, beef, 
cotton, and other items. 

BRAZIL 


Imports into Brazil, with few exceptions, require import permits. The princi- 
pal control of trade, however, is through a multiple exchange rate system. All 
commodities, except wheat, petroleum and newsprint, are divided into two import 
categories, special! and general. Exchange certificates are auctioned for each 
category, with high premiums for the dollar. These auctions are divided into three 
separate categories, one for dollars, one for members’ currencies of the ‘ Hague 
Club” and the third for all other currencies. This system tends to increase the 
cost of products imported from the United States. 
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Wheat imports are made exclusively by the Government and exchange is-made 
available outside the auction system. 


DOMINICAN REPUBLIC 


Imports are subject to license, which is issued (without restriction except as 
stated below) upon arrival of imports. Exchange permit is not necessary, but 
all applications for foreign exchange require Government approval, which is 
granted almost automatically for bona fide commercial transactions. 

Agricultural commodities subject to quantitative restriction: Rice imports 
prohibited unless for seed. 

There are no other quantitative restrictions on agricultural commodities. 


HAITI 


Imports into Haiti are not subject to a quotasystem. Licenses are not required 
for imports of agricultural products, with the exception of tobacco products. 
There is a state monopoly which handles all transactions in tobacco products. 


NICARAGUA 


All imports into Nicaragua are subject to license for exchange control purposes 
only. 
URUGUAY 


All merchandise imports into Uruguay, regardless of origin or type of exchange 
involved, are subject to exchange control. A prior import permit usually assures 
the importer of the foreign exchange needed to cover his purchase and is in effect 
a license. 

Principal agricultural commodities and import restrictions: The following farm 
products require import permits: Cotton, tobacco, butter, potato seed, potatoes. 


PERU 


Import licenses are not required on agricultural products but there are dis- 
criminatory duties on the following farm products: Wheat, wheat flour, barley 
malt, pears, fresh, canned fruit, dried fruit, canned vegetables, tobacco. 


SWITZERLAND 


Switzerland controls imports of grains and oilseeds through state trading but 
has no controls on imports of tobacco, cotton, citrus, and some other fruit prod- 
ate In her controls Switzerland does not discriminate against the United 

tates. 
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Nearly 80Z U.S. Farm Exports 
Move Under Trade Agreements 
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ATTACHMENT LY 


Value ' of agricultural imports (for consumption), averages 1914-18 to 1949-53 and 
annually 1929-80 to 1956-57 














| Percentage supplementary 
| Supplemen- | Complemen-} Total agri- | _ is of total agricultural 
Year beginning July 1 tary ? tary ? cultural Is ctciarvicpinenesilient-leniaaipeese 
| | a nnee a ts 
Million Million | Million E = 
Average— dollars | dollars | dollars | Percent | Percent 
1914-18_ ~~} dbdnin denen 612 | 1, 536 0 43 
NE nko hccleaaencatangcel 1, 288 | 870 | 2, 158 | 60 54 
GS ion abheckavdsendbehed 996 1, 252 | 2, 248 44 51 
Beene... .. <<... dee 495 574 | 1,070 | 46 | 53 
0... ........ canes 616 537 1) 153 53 | 82 
PM nine wobincattonrendee -| 835 | 631 | 1, 466 | 57 | 71 
1944-48. sian bien cidemadhdeshdeds | 1, 301 | 1, 134 2, 435 | 53 41 
a a 1, 884 2,417 4, 300 44 58 
Annual— | 
gg Ra SSS 889 1,011 | 1, 900 | 47 59 
eh on wae 5 ail 512 650 | 1, 162 44 49 
$081-$3................-.--.-| 375 459 | 834 | 45 50 
Gta ib bbos shninabnngin 282 332 614 | 46 48 
I coiininpip dD eiiscs in ania ied 419 420 | 839 | 5O | 58 
aide Doane t ads 498 436 | 934 | 53 | 74 
| me 642 499 | 1, 141 | 56 | 84 
eS | 867 670 1, 537 | 56 118 
1937-38. ...... | 588 567 1,155 | 51 | 66 
1938-39. _...-.. nobel 486 | 513 | 999 49 71 
Dt dé nsschtncmenotiqgodadnl 572 667 | 1, 239 | 46 78 
1940-41 4 . EE 629 | 845 1, 474 | 43 | 180 
SS ee 769 734 1, 503 | 51 75 
1942-43... .....- : icin .| 963 379 | 1, 342 72 | m4 
1943-44... __. ‘ . | 1, 244 530 1, 774 | 70 54 
1944-45. _........- Seen 1,111 618 1, 729 | 64 | 51 
1945-46. ...-....- Sate 1, 033 846 1, 878 55 | 36 
1946-47 ‘. a 1, 387 | 1, 317 2, 704 51 | 38 
1947-48_____- att 1, 444 | 1, 418 | 2, 862 50 41 
EL, webdsebyauaih acum 1, 532 | 1, 469 | 3,001 | 51 | 40 
PME. canendncecsa 1, 553 | 1, 625 3,177 | 49 | 52 
1950-51 _ uakesdtacte 2, 289 2, 858 5, 147 | 44 | 67 
1951-62. ...... -| 1, 971 | 2,7 4, 699 | 42 | 49 
EE | 1,911 | 2, 392 4, 303 44 68 
1953-54 a | 1, 604 | 2, 482 4,176 | 41 58 
Seee-oo. ..........- dee | 1, 509 2, 272 3,781 |} 40 48 
1955-56 preliminary....-..--- | 1, 583 2, 503 4, 086 39 45 
1956-57 preliminary_........- 1, 538 2, 262 | 3, 800 | 40 | 33 
| 


! For values by months, from January 1914 through December 1951. 
2 General imports prior 1934, subsequently imports for consumption, 
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Value of agricultural and total foreign trade, averages 1914-18 to 1949-538—annually 
1929-30 to 1956-57 


{Dollars in millions] 


Domestic exports Imports (for consumption) 

Year beginning July 1 penne atte ak 
| Percent | Percent 

Agricultural | Total agricultural | Agricultural | Total | agricultural 
of total | of total 


| | 
i 


Percent | Percent 

Average: 
1914-18. __. $2, 163 | 
1919-23 2, 407 
1924-28 1, 948 | 
1029-33...........-- 933 | 
1934-38 748 
1939-43... ._- ; , 184 
1944-48___._.._.. 3. 199 
1949-53 3, 241 

Annual: 
1929-30___. , 496 | , 618 | 3: , 900 3, 849 
1930-31... . 3, 03: 162 2, 432 
MOR. 5602452... 52 | ¢ 834 1,730 
IP Rk B55 nbd canes Ali 2 | 614} 1, 168 
1983-34... ...- al | 7 3 | 39 | 839 1, 674 
1934-35 _. | 2, 085 33 934 1, 789 
1935-36..........- | Ban 3: 1,141} 2,208 
1936-37 | 2, 7% 26 1, 537 2, 892 
1937-38 3, 362 | 27 1, 155 2, 331 
1938-39 - " al 2, 885 | ; 999 | 2, 079 
1939-40 __. imadsbida 7 3, | : 1, 239 2, 448 
1940-41 3, 959 | 1, 474 2, 809 
1941-42.__....__.- : 5 B 1, 503 3, 074 
1942-43. _ 1, 342 3, 015 
1943-44. ______- 1, 774 3, 818 
1944-45. _- 1, 729 3, 965 
1945-46 _. 1, 878 | 4, 222 
1946-47 2,704} 5,386 
1947-48 2, 862 6, 320 
1948-49 3, 001 6, 971 
1949-50- 3, 177 7, 026 
1950-51 5, 147 10, 754 
1951-52........ 4, 699 10, 452 
1063-53......<...... | | 4, 303 10, 887 
1953-54 7 | 15, 226 4,176 | 10,498 
1054-55. ........- 14, 927 21 | 3, 781 10, 428 
1955-56 preliminary - -- | 16, 896 | 21 | 4, 086 12, 095 
1956-57 preliminary - - 20, 655 | 23 | 3, 800 12, 672 


, 936 $2, 515 
158 3, 767 
248 | 4, 196 
070 2, 171 
153 2, 26 

466 3, 033 
435 5, 373 
300 9, 922 
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ATTACHMENT V 


Value of United States foreign trade in agricultural products, 
July 1, 1956, through June 30, 1957 


{In thousands] 








Exports Imports Net 
Commodity or commodity group (domestic) (for con- + exports 


sumption) — imports 












SUPPLEMENTARY 




























Cotton and linters, unmanufactured.........................- $19, 925 
SN et nanasenneonemnans 12,016 


Rs oe Ee A a. nas eaniosanunonondmenhainan 209, 45, 345 +164, 554 
RD QHD SUNN ioc nn nc ccwscmoeccnacwencenuceuces< 244, 771 87, 747 +157, 024 
—, live (excluding poultry) 7 —12, 992 






Poultry and eggs and egg products_........................--. 
Butter 






ee ok... cana ponoconeensanepecuans 85, 784 35, 940 +49, 844 







Other fruits and preparations. ...........................-.... 26, 094 24, 663 +1, 431 
Re RE an tec na osehunnnbnheacsaounndainee 1, 307 441, 192 — 439, 885 
Wool, unmanufactured (excluding free in bond)..............- 15, 340 116, 069 — 100, 729 
Food for relief or eee Didi rincabeibediadndetounat tek DU FEE Msédccctcadegdicadpottagucaen 
ee IE, CIID o. cceccncbecncctonccansatnages|asedastecquces YR eee 


tes ditch ddintnnconmphnnnenwscondubguntined 






I oda Rl a rineul  citeanndbubbbkdacnounccn ant dties 27,770 
Wool, unmanufactured (free in bond) 


Other complementary (imports) -__.................----.----- 
Other agricultural (exports) -.................- Se ee 351, 371 






Total: 
ET AS Te ae LES US Ae sociale BOO Isccdudccccesse 
ica esta msinne wbieameabenenwine DA is cscccccniua 





















Total agricultural___.............. i a aaa es 3, 800, 152 
I ceibeicamiierd 12, 671, 636 





1 Excludes wheat unfit for human consumption. 
Source: Compiled from official records, Bureau of the Census,’January 1958. 


ATTACHMENT VI. TRADE LIBERALIZATION UNDER GATT By CountTRY 


Austria: Liberalized, i. e., no quantitative restrictions: 
Cotton 

Rice 

Soybean and cottonseed oils 

Oranges, lemons 

Dried fruit 

Tree nuts 

Pineapples 

Certain canned fruit juices (grapefruit and pineapple juices, and mixtures) 
Certain canned fruit (pineapples, guavas, grapefruit, and peaches) 


SS Oe ee ee ee ee ee ae ee ee ee eee eee 
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ATTACHMENT VI. TRADE LIBERALIZATION UNDER GATT sy Country—Con, 


Belgium: Liberalized, i. e., no quantitative restrictions: 
Cotton 
Tobacco 
Corn and sorghum 
Barley and oats 
Pulses 
Oilseeds 
Prunes and raisins 
Oranges and lemons 
Canned fruits, nuts, figs 
Flour and groats, except of wheat and rye 
Tallow 
Condensed milk, milk powder 
Poultry 
Honey 
Denmark: Liberalized, i. e., no quantitative restrictions: 
Cotton 
Tobacco 
Oilseeds 
Rice 
Hops 
Pulses 
Various seeds 
Feedstuffs (oilcake, bran, etc.) 
Sorghum 
Undressed hides and skins 
Casings 
West Germany: Liberalized, i. e., no quantitative restrictions: 
Cotton 
Tobacco 
Oilseeds 
Vegetable oils, raw, for technical use (inedible) 
Hogfat and tallow for technical use 
Hydrogenated fats and oils for technical use 
Dried fruit (except raisins and currants) 
Tomato juice and powder 
Eggs, liquid, frozen, or dried 
Greece: Liberalized, i. e., no quantitative restrictions: 
Oilseeds 
Vegetable oils 
Meats 


Dairy products 


ton 
Italy: Liberalized, i. e., no quantitative restrictions: 
Cetton 


Cotton linters 

Inedible tallow 

Hides and skins 

Oilcake and meal 

Fats from bones, kitchen and slaughterhouse residues 
The Netherlands: Liberalized, i. e., no quantitative restrictions: 

Cotton 

Tobacco 

Corn and sorghum 

Rye, barley, and oats 

Flour and groats, except of wheat and rice 

Oilseeds 

Raw vegetable oils 

Canned fruits 

Nuts and figs 

Canned vegetables, except tomatoes 

Frozen beef and mutton 

Poultry 

Honey 
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ATTACHMENT VI. TRADE LIBPRALIZATION UNDER GATT By Country—Con. 


Norway: Liberalized, i. e., no quantitative restrictions: 
Cotton 
Tobacco 
Oilseeds 
Citrus fruits 
Nuts 
Dried fruits 
Hops 
Hides and skins 
Tallow 
Casings 
Portugal: Liberalized, i. e., no quantitative restrictions: 
ops 
Canned meat, fruit, and vegetables (except sweetened fruit and capers) 
Sweden: Liberalized, i. e., no quantitative restrictions: 
Wheat and wheat flour 
Rye and rye flour 
Corn 
Rice 
Cotton 
Dried fruit, nuts, canned fruit and juices 
Flaxseed, soybeans, peanuts 
Crude linseed oil 
Oileake and other feeds 
Hops 
Smoked and salted horsemeat 
Hides and skins 
Switzerland: Liberalized, i. e., no quantitative restrictions: 
Citrus fruit 
Tobacco 
Cotton 
United Kingdom: Liberalized, i. e., under open generai license: 
Wheat and wheat flour 
Rice 
Corn and sorghums 
Barley and malt 
Oats and oatmeal 
— and starch preparations (not packed for retail sale) 
ops 
Dried beans, peas, lentils 
Animal fats, except butter 
Soybeans, flaxseed 
Vegetable oils 
Oileake and meal 
Cotton linters 
Hides and skins 


ATTACHMENT VII. Restrictions TO EXPANDING INTERNATIONAL TRADE 
Wuicu SHOULD BE REDUCED UNDER THE RECIPROCAL TRADE AGREEMENTS 
PROGRAM 


Particularly since the war a great many restrictions have been imposed by 
governments to limit international trade. These restrictions apply, of course, to 
industrial and agricultural products, and the authority contained in H. R. 10368 
is needed to remove them from both. However, we shall again limit our observa- 
tions and examples to the areas with which we are most familiar—those affecting 
international trade in farm products. 


I. IMPORT LICENSING AND QUOTAS 


Heading the list of restrictions to international trade is import licensing and 
quotas. Three-fourths of agricultural exports go to the so-called soft currency 
nations who use import licensing and impose import quotas. There are a variety 
of reasons for the use of these practices. They are imposed (a) to protect domestic 
producers, (b) to conserve certain foreign currencies, particularly dollars, (c) to 
promote markets for home products, (d) to balance trade with important market- 
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ing areas and (e) to attain predetermined desirable levels of foreign exchange 
reserves. American dollars are one of the bardest and therefore one of the 
scarcest currencies in international exchange, The dollar shortage, including a 
need to establish adequate dollar reserves. is the principal basis given by coun- 
tries for imposing import quotas. Therefore, the imposition of import quotas 
by foreign countries has been the principal limitation on the exports of United 
States products. 
Il. IMPORT DUTIES AND TAXES 


Import duties are the traditional restrictions to trade. They are imposed for 
the purpose of protecting certain domestic producers from competition from 
abroad. Many duties in effect today are of such an amount as to increase the 
price in consuming countries to a point that either restricts or destroys the market. 
For example, one country has an import tax on dried skim milk which has the 
effect of doubling the price to the consumers. It makes dried skim milk so high 
that we have little opportunity to expand a market in that country, even though 
the need is great. 

III. CUSTOMS PROCEDURES 


Customs procedures are needed to account for imports and to evaluate them as 
a basis for imposing duties. Customs procedures designed to facilitate this work 
are essential. Unfortunately, these procedures are often rigged so as to provide 
additional hindrances to imports. 


IV. HEALTH AND SANITARY RESTRICTIONS 


It is only logical that a nation control imports to make sure that they do not 
bring in injurious products or introduce plant or animal diseases. However, these 
provisions are also used by protectionist groups to add unnecessary impediments 
to imports over and above the duties and taxes. 


V. FOREIGN EXCHANGE MANIPULATIONS 


Many countries resort to the manipulation of the rates of exchange between 
their own currency and others in order to profit on imports, to increase the com- 
petitive advantage of their exports or as a device for protecting domestic producers, 
depending upon the administrative policies of the government. 


VI. GOVERNMENT AND QUASI-GOVERNMENT EXPORT AND IMPORT MONOPOLIES 


In many countries, governments operate import and export monopolies. In 
the case of export monopolies they determine export prices, the rates of exchange 
on various currencies and other practices which promote their national interests. 
We are particularly conscious of this in American agriculture. Practically all 
major competing exporting countries of all major farm products entering foreign 
markets operate such export monopolies. The United States is hard pressed to 
find ways of marketing farm products in foreign markets in competition with these 
monopoly practices of other nations. The problem is further complicated by the 
fact that so long as certain United States farm products are priced above market 
levels, the CCC becomes the sole buyer for these products for export. In these 
sases the United States indulges in monopolistic practices similar to those of other 
countries. On the other hand, many American products are priced competitively 
in world markets. Yet the exporters of these products are placed at a disadvantage 
by the operations of competing monopoly exporters and further by monopoly 
importers. 

VII. PRIVATE CAPITAL DISCOURAGED 


The flow of private capital is an essential prerequisite to expanding interna- 
tional trade and to improve the United States balance of payments. Many 
countries impose restrictions and handicaps on foreign investment which dis- 
courages its flow. 

The seven points above constitute the major restrictions to expanding inter- 
national trade among nations. These restrictions are all restrictions imposed 
on trade by governments. They are restrictions which limit the exports of 
United States industrial and farm products. They result in contraction of the 
most efficient industries, they result in enforced contraction of the most efficient 
agricultural production. 

Therefore, one part of the foreign trade program supported by the American 
Farm Bureau Federation is to authorize the President of the United States to 
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negotiate with foreign governments to reduce or eliminate these restrictions 
imposed against United States products. Along with this authority the President 
must be given some trading stock in the form of United States trade concessions. 

We believe that enactment of H. R. 10368 would give the President the 
authority to negotiate agreements which will result in expanding mutually 
profitable trade and in increasing exports of industrial and farm products and 
still give reasonable protection to domestic industrial and agricultural producers 
from disruptive rates of increased imports. 

Senator Lone. Please proceed. 

Mr. Harris. Now, with the chairman’s permission I would just 
like to hit the high points of this statement, and then answer whatever 
questions the committee might have, sir. 

Senator Lone. Thank you, sir. 

Mr. Harris. We support the House bill, H. R. 12591. We feel 
that as far as our national security is concerned, the reciprocal trade 
agreements program is extremely important. 

We shall not discuss at length the current economic offensive of the 
Soviet Union. The committee is familiar with these facts. 

We feel that an expanded and dynamic foreign trade program is 
essential if we are to meet this Communist threat. 

Now, we would like to discuss the reciprocal trade program in the 
framework of a program which is not new. It has been tried. It is 
a 24-year-old program. 

We do not feel it is unreasonable to contend that the high and 
increasing standard of living in this country is in large respect due to 
the establishment of this program. 

We consider this legislation as more important to the fundamental 
needs of American agriculture than such temporary programs as 
Public Law 480 and other Government interim-type programs. 

As a matter of fact, last year when our agricultural exports were at 
record levels, $4.7 million dollars, over 40 percent of those exports 
went under a Government program such as Public Law 480, section 
402 and the like. We feel that this is a danger sign, that we are 
putting agricultural exports in a very precarious position. 

It is important that agricultural exports be based on long-term 
markets, permanent markets for dollars, and this is the real answer 
to some of agriculture’s problems. 

Now, we all are familiar with the commodities in agriculture, that 
are so very dependent on exports, wheat, cotton, rice, and so forth, 
but even other products, which do not have a large export market, 
share in the benefits of exports because we know if this 60 million 
acres of cropland that is devoted to exports now were shifted over to 
another type of production they would compete with and bring down 
the price of these domestically consumed products. 

We would like to point this out: Over 90 percent of our soybean 
exports, 80 percent of our cotton exports and a like percentage of our 
fruit and fruit products exports and about 70 percent of our unmanu- 
factured tobacco exports moved abroad under a trade-agreement 
concession. 

This, we think, dramatizes the importance of reciprocal trade 
agreements program and GATT, if you will, to American agriculture. 

We have listed as attachment VI the many trade liberalizations 
that we have obtained under the general agreements on tariffs and 
trade. 
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We do not want to talk in general terms. This is a specific list of 
real trade liberalizations that we have obtained. 

On the other hand, we recognize there are many other things that 
should be done. We would like for American negotiators to put more 
emphasis on freeing our agricultural exports from some of these 
restrictions placed on them by other countries. 

Again we do not want to talk in abstract terms here, and in attach- 
ment VII we have listed the particular trade restrictions and dis- 
criminations that other countries are applying on our farm exports 
that we would like to see removed. 

As an example of this, Germany has more or less hidden behind 
the curtain of dollar shortages to impose import quotas of various 
kinds, such as import licensing on agricultural exports from the 
United States. 

There is now a GATT committee investigating this. We have the 
mechanism to move in on situations like this. 

We would hope that multilateral pressure can be brought against 
Germany to ease these dollar restrictions since there is really no longer 
any real substantiation for such restrictions on a dollar shortage basis. 

Again, the United Kingdom has had strict restrictions on agricul- 
tural products, especially fruit, from this country. 

We were pleased to see that the United Kingdom has now agreed 
to accept $20 million more of fruit products from the United States in 
the coming year. 

We think this represents progress. 

On the other hand, there are many other restrictions, many other 
bottlenecks to agricultural exports that we would like to see our 
country move in on under the reciprocal trade agreements program 
using the machinery provided by GATT. 

Just a word on the Common Market. One-third of our agricultural 
exports go to Common Market countries. We recognize this is a 
movement that simply had to come sooner of later, but we also recog- 
nize that an implement like GATT is very necessary to watch this 
Common Market as it comes into being, not after they have built up 
these policies or trade restrictions that will discriminate against the 
United States. We should be right there as the Common Market 
develops to make sure our interests are protected. 

It is imperative that the President be given the necessary authority 
to be right there during the development process, ready to negotiate. 
That is why we think a 5-year extension is so very important to agri- 
culture, and to the Nation as a whole, when things are changing at 
such a rapid rate. Not just the Common Market in Europe but the 
prospective ones in Scandinavia, South America, and other regions. 

These regional agreements are growing—the President has to be 
given the authority to go in and watch them and do something about 
them while they’re in the development stage. 

Now right on this point we do not think agriculture has been given 
proportionate representation at GATT meetings. 

After all, agriculture represents 20 percent of our imports, 25 percent 
of our ex orts, in round figures. 

We feel like agricultural leaders with broad agricultural interests 
should be at the GATT sessions as advisers. 

We want to emphasize that we do not consider the reciprocal 
trade agreements program a free trade program. 
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We have listed in our statement the many restrictions on the 
President’s authority, in present law. 

We do not care to debate whether we should or should not have a 
free trade program because certainly the reciprocal trade agreements 
program is not a free trade program. 

We recognize that many protectionist interests have tried to latch 
on to the recent downturn of business activity as a reason for restrict- 
ing trade. 

We think it is a good reason, a very good reason, why we should 
expand trade because we need more markets, not less. 

e need to expand, not to contract our economy. 

Trade, the ability to sell, to earn, to buy, is the greatest inducement 
we can offer any nation. It is the best way we feel to keep free-world 
unity. 

Senator Lone. Does that complete your statement? 

Mr. Harris. That concludes my statement. 

Senator Lone. If I understand your position in general, it is that 
this Nation has vast areas of fertile acreage where food can be pro- 
duced economically. In general it is to our advantage to produce 
surplus food and trade it to people who can produce other commodities 
more cheaply than we can. 

Mr. Harris. Fundamentally, sir, just with one correction, not 
surplus, produce food we can sell for markets that are there. 

Senator Lone. I mean surplus to our own needs. 

Mr. Harris. Yes, sir. 

Senator Lone. That concept of trade is that the nation that can 
produce one item more cheaply than another country sells that which 
they can produce more cheaply and buys that which it has to produce 
at greater costs. 

I do want to ask you about this matter: The Secretary of Agricul- 
ture informed us in 1952 that the number of agricultural workers 
depending upon foreign trade was 976,000 

* 1956, according to Secretary Weeks, the number of agricultural 
workers depending on foreign trade had declined to 62,000. 

The Trade Agreements Act was operating in full force between 1952 
and 1956, but we lost 374,000 farmworkers over that period. 

During that period, United States imports and exports were rapidly 
expanding. What caused the decline of more than one-third of the 
number of farmworkers in 4 years? 

Do you know? 

Mr. Harris. Well, Mr. Chairman, if you will, I think this so-called 
decline is a fictitious one because I think to arrive at the actual 
number of workers producing goods in agriculture that go overseas is 
the type of thing you can only estimate on the basis of production. 

Now, as you know, we have a difficult time in agriculture to pick out 
the commercial farms. We have an awful lot of people farming and 
vet we have a relatively few farms in comparison that actually produce 
goods for the commercial market. 

When you are dealing with statistics like this, I think it is very 
difficult to get it down—so you are comparing apples to apples. 





Senator Lona. I understand the figures | mentioned refer to the 
same category of farmworkers. They both use the same term, “‘agri- 
cultural workers.’’ At a time when even our trade in agricultural 
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products was expanding, I wonder why the number of agricultural 
workers relying upon our exports declined by one-third. 

If you do not know the answer, it might be just as well for you to 
say so. 

Mr. Harris. As I stated, I am not familiar with the specific figures 
that you are using; no, sir. 

I do know that our exports have increased from $2.8 billion to 
$4.7 billion since 1953. 

Senator Lone. They have nevertheless increased. 

Mr. Harzis. Exports have increased; yes, sir. 

Senator Lone. They have increased any way you look at it. I 
want to know why the number of farmworkers has been reduced by 
one-third while the export trade has been expanding. 

Mr. Harris. I only suggest this one factor, that agricultural pro- 
arian as a whole has become more efficient, and, uses less total 
labor. ; 

It will continue to do so. This change has been dramatic over the 
last 20 or 30 years with increased mechanization. 

Certainly those things that we export we tend to produce even 
more efficiently. 

Senator Lone. Thank you very much. 

Senator Carlson? 

Senator Caruson. Mr. Harris, as a representative of one of the great 
farm organizations of this Nation, I am sure you feel and the organ- 
ization feels that it is important to build our agricultural trade in 
foreign markets that has been the position for many years? 

Mr. Harris. For a great many years. 

Senator Cartson. My contacts go back to the days of Ed O’Neil 
who used to be president of the organization so I am familiar with it. 

Have noticed you mentioned something about the need for export. 

Can you tell the committee how many million acres of farm crops 
were exported last year? 

Mr. Harris. About 60 million acres, Senator. 

Senator Caruson. All right. Let’s assume we exported the farm 
crop from 60 million acres. In view of what I would like to say, 
ever-increasing surpluses, if that figure is accurate, I cannot think of 
any segment of our economy in which export trade would be more 
important to than the farmers of this Nation; is that about right? 

Mr. Harris. I agree with you; yes, sir. 

Senator Cartson. I noticed some figures on wheat and coming from 
Kansas, which is the producer of about one-fourth of the winter wheat 
of the United States, I noticed this, and I am going to read just a short 
section here. 

In 1957 the United States exported 550 million bushels of wheat, 
and flour which was equivalent valued at $958 million. 

This was equal to 55 percent of the total United States wheat pro- 
duction. It just occurs to me when a farmer looks out over his wheat- 
field, which we are harvesting right now, and realizes that we exported 
about 1 out of every 2 acres grown in this Nation they begin to realize 
the importance of a market—a foreign market. 

Mr. Harris. If the views expressed to me at the annual convention 
of the Farm Bureau by our members are any indication of this they 
certainly do realize this, Senator. 

27629—58—pt. 123 
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Senator Caruson. I think it is going to be even more important 
with the winter wheat crop this year which will probably be 300, 
maybe 400 million bushels more than the crop we had last year, and 
we had a carryover or will have as of July 1 of this year of a billion 
bushels, that present indications are that we will have a carryover next 
year of 1.3 billion, maybe a billion more which shows some of the 
problems of agriculture, and I sincerely hope we do not do anything 
that will discourage the export of farm products. I have always 
appreciated the position taken by the American Farm Bureau Fed- 
eration. 

I thank you for your appearance. 

Senator Lone. Many thanks. 

Mr. Wallace J. Campbell? 

Will you proceed? 


STATEMENT OF WALLACE J. CAMPBELL, REPRESENTING THE 
COOPERATIVE LEAGUE 


Senator CARLSON (presiding). Do you have a statement, sir? 

Mr. Campsetu. Thank you, Mr. Chairman. 

I think I can summarize part of the statement in order to make it 
brief. 

Senator Cartson. Your statement will be made a part of the record 
and you proceed in any way as you please. 

Mr. Camppeti. The Cooperative League, of which I serve as 
Washington representative, represents 13 million American families 
who are served by consumer, purchasing and service cooperatives, 
in fields of farm supplies, consumer goods, insurance, credit, rural 
electrification, health, housing, and other fields. 

We have consistently supported the reciprocal trade program. We 
feel that its reenactment 10 times during the last 24 years has given 
an indication of its importance to national policy. 

We would actually like to see the reciprocal trade agreement act 
be made permanent. The bill before you really just holds the line 
on reciprocal trade policy. 

President Eisenhower presented in his budget message to the Con- 
gress his urgent request for the 5-year extension of the reciprocal 
trade program. 

Adlai Stevenson in his strong endorsement indicates the strong 
bipartisan nature of the support for the program. 

Robert Rennie, vice president of the Nationwide Insurance Co., 
who testified for the Cooperative League earlier this year, pointed 
out that in our early history we were really an isolationist nation. 
We produced everything we made and we used everything we made, 
and we were a poor country. There are still countries which live 
very much like this, and are still poor. These are the countries 
which are most susceptible to the Soviet trade and aid programs 
today. It is only as people and nations have learned to economize 
in the true sense by making what they can make best and exchanging 
it with each other that we have risen from poverty and stagnation to 
economic abundance and growth. With this background, we would 
like to make several specific points about the legislation now before you: 

First The Cooperative League is wholeheartedly in support of the 
President’s proposal to extend the reciprocal trade program for 5 
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years. We feel this is essential to carry us over the long period of 
negotiation with the developing trade programs in western Europe, 
and that a shorter extension would be a tragic mistake. 

Second: While we support the bill, we would actually like a more 
liberal bill. We feel that it is a step backward to allow an increase 
of tariffs to 50 percent over the 1934 rate. 

This was the highest point in recent American history and was a 
direct result of the Smoot-Hawley Tariff Act. 

If there is injury to an industry, or to an area, or to a segment of 
the American people, there are better ways to take care of that injury. 

Third: The Cooperative League would be very happy to support 
an amendment to the Reciprocal Agreements Act which would provide 
machinery for adjustments in the case of injury to an industry. 

A series of bills have been introduced which would provide for such 
adjustment, Although one of the strongest supporters of an adjust- 
ment bill is the AFL-CIO, this is by no means a ‘“‘labor’’ measure. 
It is important for small business, as well as some larger businesses 
that might be affected, and it is extremely important for protecting 
the consumer interest. 

The chairman this morning indicated that there had not been very 
much support for such bills. 

Actually there is a great deal of support by important national 
organizations for such an adjustment act. 

The proposals which are before this committee in various forms 
would provide assistance to communities, industries, and individuals 
to facilitate adjustment made necessary by the trade policy of the 
United States. 

This would include technical advice and Government loans to 
industry, plus possible rapid amortization of investment in new equip- 
ment. ‘Supplementary y unemployment compensation, retraining, 
transportation to new employment opportunities, and early retire- 
ment benefits would be provided for labor. 

The intent of the adjustment amendments is to make a transition 
possible for a business which must move into another line in which it 
can compete economically and successfully on the open domestic 
market. 

Protectionist spokesmen who try to make it appear that the only 
way to protect American industry is through tariffs and quotas make 
a serious mistake. The cost of any adjustment which is necessary in 
the national interest should be borne by the taxpayers of the United 
States as a whole. 

Compensation should be made directly to the industry which is 
hurt, if that is necessary. 

This is a cheaper way to meet our problems than to put on a tariff 
which is an indirect tax on the consumer for every item which is pur- 
chased in this field. 

A tariff becomes a direct and regressive form of taxation, paid for 
by the American consumer to benefit a small segment of the American 
population. 

For these reasons we are in strong support for trade adjustment 
legislation which will meet our problems directly and spread the cost 
of any such transition to the taxpayers as a whole. 

The total cost to the United States will be much smaller than the 
cost of the tariff. 
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Fourth, the Cooperative League continues its long standing support 
for the creation of an Organization for Trade Cooperation, the OTC, 
which would serve as a housekeeping mechanism for the agreements 
which have been made and are subject to continuing negotiation under 
the General Agreements on Tariffs and Trade. 

Multilateral negotiations through which these agreements are 
reached make it possible for the United States to secure concessions 
from other countries for any tariff reduction which we make. 

The general level of tariffs may be reduced and a high level of trade 
may be attained through such procedures. 

In other words, the negotiations under GATT allowed for shrewd 
Yankee bargaining to see that we achieve a measure of freer trade ac- 
complished over a long period of time. 

Fifth, the Cooperative League believes that the national interest 
calls for a continuing increase of imports and exports as an effective 
program to increase the strength of the free world. 

Our imports have grown from $2 billion per year in 1935, when the 
reciprocal trade program was launched, to $13 billion last year. 

Our exports which stood at $2.3 billion in 1935 have grown even 
faster than our imports. Last year they had climbed to $20 billion. 
The reduction in our tariffs by an average of 75 percent since 1934 
has produced no overwhelming flood of imports. It has provided a 
substantial growth in both imports and exports. 

Actually our exports have risen more rapidly than have our imports. 

Countries around the world can buy American products only if 
they have an opportunity to sell to us. We should make an all-out 
effort to increase the flow of international trade among the countries 
of the free world. 

As this committee is painfully aware the Soviet Union has launched 
an all-out drive of economic competition. This Soviet penetration 
can be met most effectively if we engage in a stepped-up program of 
freer trade among the free nations. 

It is impossible to achieve free trade in the immediate future, but 
national and international policy would indicate that we should move 
gradually in that direction. 

This is the most healthy way to meet Soviet competition. It is a 
constructive way to build our economies at home and abroad for the 
greatest possible good for the democratic forces of the world. 

As the Cooperative League pointed out in its earlier testimony: 

No man is an island unto himself, and neither is any nation. We are part of the 
democratic free world, engaged in an intense struggle with the forces of com- 
munism. We need friends and allies as much as they need us; and we are not, 
if we can help it, going to let any part of the free world go by default 

There is one suggestion I would like to make, Mr. Chairman, if I 
may, which has grown out of the discussions which have been held 
here this morning. 

Back in 1951, just before the Korean war, the Government had 
launched a study on the “dollar gap.”’ Because of the Korean war, 
much of the “dollar gap” disappeared, because we automatically 
were forcing so many things abroad through our defense program. 

That dollar-gap program, the study of the dollar-gap problem, drew 
a great deal of support from the economic organizations of the country 
which wanted to do something about it. 

We were all disappointed that the study was abandoned. 
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™ Actually one of the great problems in getting more trade around the 
world is to get at that problem of the dollar gap, and I wish some 
committee of the Congress, perhaps this committee, would initiate a 
study of that very serious problem so we could get down to another 
of the fundamentals. 

In the meantime we need to expend the present reciprocal agree- 
ments in order to hold the line. 

Senator Carutson. Well, Mr. Campbell, we appreciate very much 
your statement. 

I was interested in your comment regarding this dollar-gap study. 

At the opening of this hearing last Friday, Senator Flanders of 
Vermont, stressed the fact that he was offering an amendment to this 
bill which would provide a 2-year study by people who were competent 
to get into this field of trade and international trade and domestic 
problems with regard to trade, and hoped that it would be a part of 
this bill, and that the study would be made. I assume if that is ap- 
proved by the committee and approved by the Congress that this 
dollar-gap situation would be given consideration. 

Mr. CampBe.u. Very fine. 

Senator Caritson. And I gathered from the discussion around the 
dais here there was a lot of interest at least in Senator Flanders’ 
proposals. 

Mr. CampBE.Lu. Very good. 

Senator Caruson. I do not happen to have a copy of your state- 
ment, but the Cooperative League, I think you mentioned the organ- 
izations that are involved at the beginning. 

Would you repeat that for me? 

Mr. CampsBeE.y. Yes. It is an organization made up of consumer 
and purchasing and service-type cooperatives which include a great 
number of the farm supply co-ops, consumer goods co-ops, insurance 
organizations and credit, farm supply, housing, and medical care. 

It is a general organization that carries forward education, promo- 
tion, and development work for 13 million families that are members 
of the Cooperative League through these various types of cooperatives; 

Senator Caruson. We have a very fine cooperative organization in 
the Middle West, in Kansas City headed by Mr. Cowden. Is that 
group a member? 

Mr. CampBELL. It is not a member of the Cooperative League but 
Mr. Cowden was vice president of our organization for many years 
and we hope he will be associated with us again soon. 

We are very happy, Senator, that you recommended a man from 
his organization, Mr. Dwight Townsend, as director of cooperative 
housing in the FHA. 

You will be pleased to know that the cooperative housing program 
has moved forward very rapidly during the last couple of years, part 
of it at least as a result of your recommendation for that appointment. 

Senator Carutson. Well, I was very pleased to recommend this 
man for this appointment in this place and I understand he is doing 
a very fine piece of work. 

Mr. Campsetu. That is right. 

Senator Carison. One other thing that you suggested I thought 
was of great interest and I think it is going to be of more continuing 
interest and that is in regard to this adjustment act with making 
plans to take care of some of the injuries to industry. I think we 
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have had problems in the past but I am not so sure we will not con- 
tinue to have more of them in the future. 

Mr. CampBE.uL. That is right. 

Senator Caruson. I have a feeling we will have to devote some 
time to that and that should be included in a study if we should have 
one. 

Mr. Campse .. I believe that should be done at the present time. 
Some minimum step should be taken at least at this session to get 
the principle of the adjustments made. No matter what happens in 
the flow of an economy this size somebody is bound to be hurt, and 
there ought to be adjustments. 

Senator Cartson. That is right. 

Mr. Campse.t. This would be a kind of an insurance policy to 
take care of any injured industry or injured group of workers in the 
change of economic policy just as we have in any other form of loss 
to an individual or group or to the economy. 

Senator Cartson. Mr. Campbell, I appreciate your statement and 
I think you made a very fine statement and I thank you. 

Mr. CampsBeti. Thank you very much. 

Senator Cartson. Mr. James R. Sharp, Imported Hardwood Ply- 
wood Association and American Association of Hardwood Plywood 
Users. 

Mr. Sharp? 

Mr. SHarp. Yes, Mr. Chairman. 

Senator Cartson. Mr. Sharp, we are very happy to have you here, 
and we will be glad to have your testimony. You may read your 
statement or you may have your statement placed in the record and 
talk extemporaneusly, any way you wish to handle it. 


STATEMENT OF JAMES R. SHARP, SHARP & BOGAN, ATTORNEYS 
AT LAW, WASHINGTON, D. C., REPRESENTING VARIOUS IM- 
PORTER GROUPS 


Mr. SHarp. Thank you, Mr. Chairman. 

Since I have a fairly well worked out statement and will attempt 
to be quite brief, I will at least cover in general the statement which I 
I have prepared. 

My name is James R. Sharp. I am an attorney with offices at 
1108 16th Street NW, Washington, D.C. My firm, Sharp & Bogan, 
represents numerous associations and companies who have a vital 
stake in the trade between the United States and other countries. 

Many of our clients are both exporters and importers. These 
firms have thus been in a position of witnessing at first hand the 
immediate effect which the volume of United States imports has had 
upon our volume of exports. Day to day, month to month, and year 
to year, they wrestle with the problem of the shortage of dollars needed 
by foreign purchasers to pay for United States exports produced in 
United States manufacturing plants by the United States labor force. 

Others of our clients are associations of importers and users of im- 
ported products who have banded together to support a United States 
trade policy which will provide long-range certainty and stability in 
our trade relations with other free world nations as well as to expose 
the frequently false or grossly exaggerated claims of United States 
industries as to the effect of imports upon their businesses. 
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I am not here to speak in relation to specific commodities, but in- 
stead to urge you to support H. R. 12591, as passed by the House. 
However, to give you an idea of the diversity of interests for whom I 
speak today, I may say that they include, among others, the following: 

The Imported Hardwood Plywood Association. 

The Plywood Group of National Council of American Importers. 

The American Association of Hardwood Plywood Users. 

I should like to delete the next, which is The American Importers of 
Brass & Copper Mill Products, since I do not represent them now. 

The American Importers of Malleable Pipe Fittings. 

The American Association of European Carpet Importers. 

The American Association of Wood Pulp Importers. 

The Importers of Swedish Hardboard, and 

The Scandinavian Mink Importers. 

Gentlemen, H. R. 12591 is an outgrowth of one of the most thorough 
and extensive studies the Committee on Ways and Means of the House, 
the Democratic and Republican leaders of the House, and the adminis- 
tration have ever conducted on the subject of our foreign trade policy. 
While no one can claim the bill is perfect, it is nevertheless a good bill 
which commands your wholehearted support, and I urge that you give 
it that support. 

The most important consideration is the fact that the bill arms this 
Nation with an effective weapon with which to fight the international 
economic and trade war which Nikita Khrushchev publicly declared 
upon us a short time ago. 

In this respect the bill provides a means for long-range cooperation 
with our friends in the free world, permits us to combat the Soviet 
offensive and to assure mutual prosperity. It provides a means with 
which to halt the insidious Soviet penetration and possible eventual 
absorption of our historic export markets. 

It provides both the means and the needed time with which to 
deal effectively and intelligently with the regional common markets 
and customs unions which have been formed or which are in the 
process of negotiation. 

But while doing so, the bill carries safeguards beyond those in the 
existing statute for the protection of those industries who may suffer 
or be threatened with serious injury by reason of imports. 

In the House committee and on the floor, a substitute bill was 
offered for H. R. 12591. This was the so-called Simpson bill, which 
was backed by a large and diverse number of special interests. In 
my opinion it violated the Constitution. As I was the only witness 
before the Committee on Ways and Means who raised this issue in 
my testimony, it was indeed gratifying to me to find that the consti- 
tutional defect in the Simpson proposal was so clearly and forcefully 
brought to light during the course which H. R. took through the 
Ways and Means Committee and the House of Representatives. 

The fundamental issue—that is, the lack of congressional authority 
to legislate in a vacuum without the participation of the President— 
was clearly and succinctly discussed by both the majority and the 
minority of the Committee on Ways and Means in the report accom- 
panying H. R. 12591. This is one issue, | might say, on which the 
divided Ways and Means Committee agreed. 

As many of the special interests who back this proposal in the 
House are among those who will testify before this committee, a pro- 
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posal along the lines of Mr. Simpson’s bill will undoubtedly be made 
to your committee and on the floor of the Senate. While the consti- 
tutional objection should suffice to counter any such proposal, there 
are many other aspects of the Simpson approach whieh reflect its 
completely unsound and unwise character. 

In view of the fact that it will undoubtedly be urged upon you in 
this hearing, I want to call your attention to some of its insidious 
aspects. 

he Presidential discretion in escape actions to allow for consider- 
ation of broad foreign policy issues is imperative if you are not to 
make a farce and shambles of our foreign policy. Similarly, Presi- 
dential discretion in escape actions to allow for consideration of broad 
domestic issues is imperative—for our economic well-being and the 
preservation of our democratic way of life depends upon the extent 
to which the interests of the Nation as a whole are weighed against 
the interests of small segments of our producing facilities. 

The Simpson proposal would permit the President’s discretion to be 
exercised only if a resolution approving his considerations could run 
the gauntlet of the appropriate committees of the House and Senate 
and thereafter be adopted by both Houses of Congress. 

It seems to be clear that if the Congress can by such means control 
the Executive action of the President in carrying out the Reciprocal 
Trade Agreements Act, it can and will be encouraged to assert an 
ever-increasing number of similar controls in carrying out or executing 
other laws. 

Mr. Chairman, to my mind the separation-of-powers principle upon 
which our Constitution was founded was the most masterful and sound 
principle incorporated in that great document. If we fail to preserve 
this principle inviolate, we forfeit the armor which throughout the 
history of our Nation has protected the rights of our people. The 
Simpson proposal is an insidious proposal for it would deny violate 
the principle of the separation of powers. 

Another feature of which you should be aware is the fact that this 
proposal would remove the Tariff Commission from its historic role 
of a body which is limited to factfinding and to recommendations 
based upon such findings. 

As you know, the Tariff Commission’s findings take no considera- 
tion of overall domestic or foreign policies. 'The Commission simply 
is not sufficiently informed on such matters to be capable of doing so. 
This is not and never has been the Commission’s role. 

But the Simpson proposal would, overnight, convert the Tariff 
Commission into a final adjudicatory body in escape matters whenever 
a resolution approving the President’s considerations does not get 
through the appropriate committees and through both Houses of 
Congress, whatever may be the reason for its failure. Yet the Com- 
mission in its new role would not have either the authority or the 
necessary background to consider factors relating to our overall 
foreign policies or our overall domestic policies. The Commission 
itself, I believe, abhors the idea of being placed in such a role. 

In fact, Mr. Chairman, the Commission testified at length before 
the House Ways and Means Committee and, with the exception of the 
chairman, who said of course he would take upon the Commission any 
function which the Congress gave it, all of the other Commissioners 
specifically stated that they believed they had neither the ability nor 
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the information necessary to permit them to take into consideration 
matters of broad foreign and domestic policy, matters which are not 
now within their province. 

The proponents of this Simpson proposal will urge on you, as they 
did upon the Committee on Ways and Means of the House, and on the 
House, other changes in H. R. 12591. The effect of these would be to 
extend the trade agreements program in name only. They would 
grant only a theoretical negotiating power to the President. The 
ironclad handcuffs which they would place on the President would 
make it unlikely that any new agreement would be entered into under 
the statute. 

The modifications in the escape clause provisions of existing law, 
proposed by the Simpson “substitute,” would serve to not only make 
new agreements unlikely, but would undermine the foundations of all 
of the existing trade agreements with the resulting collapse of the 
foreign relations of the United States with most of our best friends in 
the free world. 

I need not extensively elaborate on this truism. The Congress 
and both great political parties have recognized for many years that 
the political relations of a nation are in large part dependent upon 
and are inextricably interwoven with its trade relations. Only recently 
Soviet recognition of this fact brought about an important change in 
the external policies of the Soviet Union. Khrushchev made it very 
clear that the Soviet Union is not only going to compete with us on 
the economic and trade fronts, but is going to do its level best to beat 
us at a game which we should now know a lot more about. 

In the face of this threat we cannot arm ourselves with a Simpson- 
type one-shot popgun. We have no other course but to arm ourselves 
to the teeth for the economic and trade war which has been declared, 
the same as we have done for the military war which we fear may 
someday be declared. 

As far as many of my clients are concerned, the outstanding char- 
acteristic in H. R. 12591 is the fact that it contains no provisions 
imposing import quotas on specific commodities despite diligent 
efforts by special interests to attach such restrictions to the bill. We 
are unalterably opposed to such barriers to international trade as a 
matter of principle. 

Furthermore, this committee knows that once the door is opened 
but a bit to this type of legislative restriction, the flood can never be 
stopped. Since this committee specifically requested that comments 
be made on H. R. 12591 and not on individual commodities, I will not 
discuss quotas further, except to voice our strong opposition to all such 
amendments should the ‘vy come up in your committee’s consideration 
of H. R. 12591. 

In my opinion, the most valuable feature of H. R. 12591 is the 
provision extending the act for 5 years. You have already been told 
by the Secretary of State of the problems confronting the United 
States through the formation of the European Common Market, 
wherein our trade negotiators will be required to negotiate not with a 
half dozen or so individual countries, but with representatives of one 
entity made up of practically all of Western Europe. 

The resulting negotiations will be extensive and require a long period 
of time to complete. Thus, the formation of the European Common 
Market is reason enough for the 5-year extension of the act. How- 
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ever, there are other compelling reasons which I would like to mention 
briefly. 

The first is the probable creation, within the foreseeable future, of an 
entity very similar to the European Common Market. I refer to the 
Nordic Economic Cooperation Movement, commonly referred to as 
the Nordic Union. 

For the past several years, representatives of Denmark, Finland, 
Norway, and Sweden have been working closely together to form an 
economic union of their countries. Most of the details have been 
worked out and it is quite possible that the projected economic 
union will become a reality in the not too distant future. 

I have read the report issued by the Nordic Economic Cooperation 
Committee in July 1957, and should the union become a fact, it is 
interesting to note the procedures which will be undertaken by these 
four countries in future trade negotiations. 

In the introduction of the report it is stated that the report was 
discussed at the Nordic Council’s meeting in August of 1954. The 
Nordic Council made several proposals, and in paragraph 2 recom- 
mends— 
that, on the basis of the data submitted by the Joint Nordic Committee for 
Economie Cooperation, the governments clarify the possibilities of applying 
uniform tariff rates (or restrictions) vis-a-vis non-Nordic countries and initiate 
endeavors to abolish intra-Nordic customs duties and trade restrictions to the 
extent and at the rate considered to be compatible with the special conditions of 
each country; 

On page 110 of the report, under the heading ‘Cooperation in Com- 
mercial Policy in a Nordic Market,’ appears the following: 

The principal rule [in tariff negotiations] should be, however, that tariff negotia- 
tions with other countries are to be conducted jointly. 


On page 112 of the report it is stated: 


even if such far-reaching cooperation will not be possible for the present, the 
establishment of a Nordic market would immediately imply a more extensive 
cooperation in Nordic trade with outside countries in general and in trade agree 
ments in particular. 

Thus, the United States is undoubtedly going to be confronted 
shortly with more than one area entity with which it must deal in 
future negotiations on trade agreements. As it is entirely possible 
that the Nordic Union will come into being sometime within the next 
year or two, we should be in a position to deal with the extensive new 
problems which the formation of this union will create. The 5-year 
extension of the act should therefore be preserved intact. 

Another compelling reason for the retention of the 5-year extension 
of the act is that such an extension will provide a degree of long- 
needed stability to the operations of United States importers, to the 
vast number of consumers who depend upon imports, and to United 
States manufacturers and producers who process imported materials 
or utilize imported materials in their own manufacture. 

It has been difficult heretofore for such manufacturers and producers 
to make long-range plans to initiate sound manufacturing or sales 
programs or to stabilize their labor force. The uncertainty of our 
Government’s position toward international trade has made such 
matters risky business for any concern which depends upon imports. 

With our position firmly established on a 5-year basis, the American 
manufacturer employing imported products will be more reasonably 
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assured of a steady supply of materials and can devote himself to 
problems other than the constantly harassing one of our Government’s 
position in foreign trade. 

Mr. Chairman, in considering important legislation such as you have 
before you, there is no place, in my opinion, for special or selfish 
interest. This is a time for statesmanship at its finest. As statesmen, 
it is your job to see to it that the interests of the Nation as a whole 
prevail. 

For these reasons, I urge you to reject the efforts which will be 
made to emasculate the bill with crippling or clearly unconstitutional 
amendments following the pattern of the Simpson proposals. I urge 
you to report out H. R. 12591 with the 5-year extension provided 
therein and without any amendments imposing import quotas on 
individual commodities. 

I thank you, Mr. Chairman, for the opportunity to appear before 
you. 

Senator Cartson. Mr. Sharp, we appreciate very much your state- 
ment. 

I was interested in your comments that many of your clients are 
both exporters and importers. I can well remember in previous 
hearings at least, quite a division between these groups. And I have 
heard of people being ambidextrous, and I am not so sure but what 
you are doing very well. 

Mr. SuHarp. There are quite a number of firms who are now in what 
we call international trade as such rather than only on one side of it. 
And it is of interest that in the experience I have had in working with 
them in the last few years we have had specific instances whereas 
action taken in the United States (for instance by reason of the Dump- 
ing Act) which has the tendency to restrict the flow of imports has had 
an immediate effect upon the amount of exports which the same firm 
which was affected by the stoppage of the flow of imports could sell 
to the country from which the imports come. And they were usually 
engaged—many of these concerns are usually engaged in a two-way 
flow between specific countries. 

Senator Cartson. Again we thank you, Mr. Sharp. 

Mr. Suarp. Thank you, Mr. Chairman. 

Senator Cartson. The next witness is Mr. William Barnhard, of 
the American Importers of Brass and Copper Mill Products, Inc. 


STATEMENT OF WILLIAM J. BARNHARD, OF CHAPMAN, WOLF- 
SOHN & FRIEDMAN, COUNSEL, AMERICAN IMPORTERS OF 
BRASS & COPPER MILL PRODUCTS, INC. 


Mr. Barnuarp. Mr. Chairman and members of the committee, I 
am Mr. William J. Barnhard, Washington attorney with the firm of 
Chapman, Wolfsohn & Friedman. 

Senator Caruson. If you want to file the statement and make an 
extemporaneous statement you may do so. 

Mr. BARNHARD. Since it is such a short statement I should like to 
read it and I have asked permission for my clients to file a supple- 
mental written memorandum before the close of the hearings. 

Senator Cartson. They will be placed in the record. 

Mr. Barnuarp. Thank you. 
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My professional activities are confined exclusively to problems of 
international trade, including my present activities as counsel for, 
among others, the American Importers of Brass & Copper Mills 
Products, Inc., and as secretary to the National Antidumping Com- 
mittee, Inc., and I therefore welcome this opportunity to appear 
briefly i in support of H. R. 12591. 

Because of the necessary shortness of time allotted to witnesses at 
this hearing and because of the primary concern of this committee 
with the general problems of reciprocal trade extension, I shall confine 
my remarks to the general field of trade legislation, and request the 
privilege of filing for the record a written memorandum dealing with 
the specific problem of copper and brass product imports as they re- 
late to the pending legislation. 

The 1958 extension of the Reciprocal Trade Act could have been— 
and should have been—a major stroke in the direction of national 
prosperity and international security. 

It could have provided increased production and increased employ- 
ment in America’s manufacturing industries. 

It could have provided higher wages and lower costs in America’s 
processing industries. 

It could have provided new markets and increased sales for Amer- 
ica’s coal, textiles, farm products and many other articles. 

It could have provided hope to the underdeveloped nations of the 
world, strength to our free world allies, and a substantial part of our 
answer to the increasingly menacing Soviet economic offensive. 

But the bill before this committee does none of these things. It 
will not encourage more American overseas business, either in buying 
or in selling. It does not give our negotiators enough bargaining 
strength to protect the interests of American workers, farmers, and 
industrialists in the common market and other developing regional 
markets. And it does not give us the power to combat the Com- 
munist trade drives. 

Then why should we, who desire an expanding level of world trade, 
support this measure? For three reasons only: First, because it is 
the lesser of two evils, being much less destructive to American busi- 
ness and American policy than the substitute measures; second, be- 
cause this bill, however weak and circumscribed, has become a symbol 
of American economic policy whose defeat would produce drastic 
and dangerous international repercussions; and third, because it 
provides at least a modicum of bargaiing power to protect American 
interests. 

For these reasons, we appear here in support of H. R. 12591. But, 
unlike many of my colleagues, I do not believe that the best we can 
hope for from this committee is approval of the House-passed measure. 
I hope and expect that this committee and the Senate itself may pro- 
vide the Nation with a stronger trade bill that will promote more 
American business, provide more and better job opportunities, create 
new and bigger markets for the products of our farms, mines, and 
factories. 

My remarks will be devoted primarily to the economic needs of 
our own people, rather than the needs of our friends abroad or the 
issue of international solidarity. The economic health of our allies 
and our alliances is an intensely practical and selfish consideration 
which cannot be ignored, but others better qualified than I have 
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discussed or will discuss these aspects of the trade program. I 
suggest that perhaps there has been too much emphasis put on the 
foreign aspects of our trade program, the help it provides abroad, the 
alliances that it helps cement, and the world leadership it provides us. 

These are vital, of course, but at least equally vital is the immediate 
selfish economic aspects of trade right here at home. ‘Trade is not 
charity, it is not foreign aid, it is not in any sense a giveaway. Trade 
is business, it is buying and selling, which means it is jobs and profits 
and markets and sales. It seems to me that the Nation will obviously 
benefit from a trade bill that encourages such business more than does 
the measure now pending before this committee. 

Expansion of American business is impeded by section 3 (a) (1) of 
this bill, which permits tariff rates to be increased by as much as 
700 percent, to levels half again as high as the Smoot-Hawley rates 
of 1930. No American industrial consumer or distributor could feel 
safe in establishing a source of supply subject to such punitive taxes. 

Expansion of American business is impeded by section 4 (b) of the 
bill, which authorizes long and expensive escape-clause investigations 
even where the competing domestic industry does not request them. 
If the domestic industry, which is directly affected and is in posses- 
sion of the facts, does not complain, there seems to be no warrant 
for this additional roadblock. 

Expansion of American business is impeded by section 5 (a) of the 
bill, which permits escape-clause investigations to be instituted by 
“any organization or group of employees,’’ even where the competing 
industry does not complain of import competition. Here again, if the 
domestic industry does not complain, there seems little warrant for 
launching such an investigation. 

Expansion of American business is impeded by section 5 (c) of the 
bill, which authorizes the imposition of prohibitive duties up to 50 
percent on articles Congress has said shall be duty free. The obvious 
purpose of such an authorization is not to encourage more business, 
but to create new roadblocks in established channels of commerce. 

Nor is expansion of American business helped by section 6 of the 
bill, which gives the Congress a veto over the Executive determina- 
tion on tariff rates. This provides a new element of uncertainty to 
the flow of commerce to and from American factories. 

While the pending bill, minus these listed sections, will not encour- 
age any major expansion of United States overseas business, it would 
at least not discourage whatever business expansion may be possible. 

On the other hand, a more restrictive bill would not help the Ameri- 
can economy, but would seriously injure it. 

Import restrictions on copper and copper products, for example, 
would not help our mining industry. The current temporary prob- 
lems in copper are worldwide and their solution does not lie in national 
import restrictions. The plight of the American miner is further com- 
pounded by the sharp decline in United States industrial production, 

articularly in American exporting industries, and a further decline 
y the loss of export markets would hurt, not help, both the manufac- 
turers and the miners who supply them. 

Another effect of import restrictions is typified in a recent report 
from Buenos Aires, dealing with increasing Argentine purchases of 
coal. Argentine industrialists had been buying some Polish coal at 
$28 a ton and some German coal at $22.50. Currently they are buy- 
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ing Australian coal at $21.80 a ton. United States coal delivered 
Buenos Aires is about $16.50 a ton, and Argentina would like nothing 
better than to fill its requirements of over 1 million tons with United 
States coal, and here I quote the language of the report, but ‘shortages 
of United States currency makes it imperative to buy elsewhere.” 

There are many other specific examples of increased United States 
business and jobs that could be encouraged by a more liberal exten- 
sion of the trade program, but in the interest of time I shall save these 
for the written memorandum. 

For now, I should like only to urge that H. R. 12591 not be made 
any more restrictive and that if it is amended at all it should be in 
the direction of more trade, more business, for the American economy. 

Thank you, Mr. Chairman. 

Senator Cartson. Mr. Barnhard, at the beginning of your state- 
ment you asked permission to file a supplemental statement. I 
assume that will not be so lengthy that it will be a volume in itself, 
and that it would be confined to the subject under discussion? 

Mr. Barnuapp. Yes, sir; it would be. And I am sure it will not 
be more than 6 or 8 pages. I just want an opportunity to relate 
some of the specific problems of copper and brass imports to pending 
legislation. 

Senator Carison. The statement will be published in full in the 
record if received in adequate time. 

Mr. Barnuarp. Thank you, sir. 

(Mr. Barnhard had not submitted a statement at the time the 
hearings were printed.) 

Senator Carison. Senator Malone? 

Senator Matong. Mr. Barnhard, I notice you are from the law firm 
of Chapman, Wolfsohn & Friedman, counsel for the American Im- 
porters of Brass & Copper Mill Products. Where do you live? 

Mr. Barnuarp. Here in Washington. 

Senator Matong. Where is the business located of these people? 

Mr. Barnuarp. The members of the association, sir, or the mem- 
bers of the law firm? 

Senator Matonre. Members of the association that hire you, 
where are they located? 

Mr. Barnuarp. The members of the association consist of 17 
major importers of copper and brass mill products, located on both 
the east and the west coasts, sir; centered primarily in New York and 
Los Angeles. 

Senator Matone. Would you mind submitting the names of these 
importers for the record? 

Mr. Barnuarp. I will be happy to submit that. 

Senator Matone. Do you have them with you? 

Mr. Barnuarp. No, I don’t have them with me. 

(The information to be submitted is as follows:) 


MEMBERS oF AMERICAN IMPORTERS OF Brass & CoppEeR MILL Propucts, Inc. 


The Alcobra Co., Los Angeles, Calif. 

Atlantic Aluminum & Metal Distributors, Inc., Springfield, Mass. 
Camarge Trading Co., Inc., Philadelphia, Pa. 

Franconia Industries, Inc., New York, N. Y. 

Fromson Orban Co., Inc., New York, N. Y. 

A. W. Horton & Co., Los Angeles, Calif. 

Lipman’s, Brooklyn, N. Y. 
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Norea Corp., New York, N. Y. 

The Ore & Chemical Corp., New York, N. Y. 
Ovingsteel, Inc., New York, N. Y. 

Reynolds Fasteners, Inc., New York, N. Y. 

S. Bernard Schwartz, New York, N. Y. 

State metals division, Wiwoco Corp., New York, N. Y. 
Ufinindo International Corp., New York, N. Y. 
Vanderryn International, Inc., New York, N. Y. 
David L. Wilkoff Co., Inc., New York, N. Y. 

Senator Matone. These people that you represent are importers 
of brass and copper? 

Mr. Barnuarp. Brass and copper products, sir. They are not 
importers of raw copper. They are importers of products, manu- 
factured or semimanufactured products, which contain copper or brass. 

Senator Matone. From foreign nations? 

Mr. BarnuArD. Yes, sir. 

Senator Matone. What do you find in general is the difference in 
the cost of these products, and name a few of the products, if you 
would like to, made abroad, and by the same type of manufacturer 
here. First, I presume that you import fabricated products that are 
also manufactured here? 

Mr. BarNHARD. In most cases, yes; not in all cases. 

Senator Matone. Well, in most cases. Name a few of the products 
just to give us some kind of an idea of the range. 

Mr. Barnuarp. Copper piping, brass tubing, brass and bronze 
sheets. These are typical produc ts more of semimanufacture than of 
finished manufacture. 

Senator Matonge. Do you manufacture small articles in brass and 
copper for sale here, | mean abroad, and import them for sale? 

Mr. BarNHARD. Only a very small part of this is in finished articles 
which are offered for sale here. The great bulk of the imports repre- 
sented here are semimanufactures which require further processing 
by American factories, or by American workmen. 

Senator Matone. What are some of the things, though, that you 
do manufacture in quantity and import? 

Mr. Barnuarp. The leading ones, I suppose would be the copper 
water piping and brass tubing, as w ell as brass sheets. 

Senator Matone. Where are these products made, principally? 

Mr. Barnuarp. The great bulk of them in Germany, Sweden, some 
from the United Kingdom, Switzerland, some from Belgium, and a 
smaller percentage of total imports, although a very insignificant per- 
centage of the imports of the members of this association, from Japan. 

I think total importations in this category from Japan are consid- 
erably less than 10 percent. 

Senator Matong. Are they increasing? 

Mr. Barnuarp. They have been fairly stable, as I understand it, 
for the last year or so. 

Senator Matonre. What are the differences in the wages in these 
countries that you have mentioned and in the United States—do you 
know? 

Mr. BaRNHARD. Excuse me before I answer that. May I add one 
more country which is a source of these imports? And that is Canada. 

Senator Matone. That is Germany, Sweden, Japan, and Canada, 
and one other country. 

Mr. Barnuarp. Belgium. 
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Senator Matone. Do you have any idea what wages are in these 
countries? 

Mr. BarnuarD. Yes, sir. I have with me the testimony that was 
submitted by Mr. Walter S. Guggenheim who is a director of the 
American Importers of Brass & Copper Mill Products, the testimony 
he submitted to the Ways and Means Committee which contained 
some details on that subject. 

The wages in Western Europe in the industry which produces these 
copper and brass mill products range from about 60 cents to $1.10 
an hour. 

Senator MALone. That is in Western Europe? 

Mr. BarnHarp. Yes. 

Senator MALone. From a dollar and what? 

Mr. BarNHARD. From 60 cents to $1.10 an hour. 

Senator Matone. Do you have any idea what countries are paying 
60 cents and which ones are $1.10? 

Mr. Barnuarp. The highest wage rate in this industry seems to be 
in Sweden. 

Senator Matong. What is that? 

Mr. Barnuarp. That is in the area of $1.10. Belgium—— 

Senator Matone. In this particular industry? 

Mr. Barnuarp. In this particular industry, yes, sir. 

Senator Matonn. Sweden is nearer in wages to around 75 to 90 
cents an hour, but you might find that certain workers would get $1.10 
an hour there. 

Mr. Barnuarp. These were represented by Mr. Guggenheim and 
I think based on accurate information as the average for this particular 
industry. 

Senator Matonz. Mr. Guggenheim was for imports? 

Mr. BarRNHARD. He is an importer, sir. He is vice president of two 
very substantial importing companies. 

Senator Matonz. Importing companies? 

Mr. BarnHaArRpD. His companies are Van Derryn International 
Corp., and the Guggenheim International Corp. He is vice president 
of both of those companies. 

Senator Matonz. What do you find the wages to be in Canada? 

Mr. BarnHarp. In Canada the wages appear to be about 10 to 15 
percent below the United States wage level in this industry. 

Senator Matonr. Canada runs around $1.50 to $1.65 an hour. 
You could possibly find some of the workingmen that would be paid 
more than that, but very seldom. 

The wages in this country on this particular work, run somewhere 
around $2 to $2.25 an hour. 

Mr. Barnuarp. The difference does not seem to be too far off, 
10 percent, which would be the difference between $2 and $1.70. 

Senator Matonz. Two dollars and eight cents is about as low as 
they get here, I guess. Still, whatever the difference is it does not 
matter much, if there is no equalization process. They have to meet 
the wages and the cost of doing business here and they would have 
to meet that foreign cost, or substantially decrease their output, 
would they not? 

Mr. Barnuarp. They would, sir; except that there is no absence 
of equalization factor. There is a very substantial equalization fac- 
tor which more than offsets the difference in wage. 
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Senator Matonr. What is it? 

Mr. Barnuarp. A fairly careful estimate was made of the wage 
factor involved in the United States copper and brass mill product 
industry, and on the basis of information supplied by the Copper 
and Brass Research Association, the secretary of which organization 
will testify here next week, the average wage factor in United States 
copper and brass mill products is just under 7 cents a pound. 

On the other hand, the extra costs which are unique to imports and 
do not have to be borne by United States producers in this industry, 
including freight from the foreign mills to the port, export packing, 
ocean freight, insurance, and duty, total about 6 cents a pound on 
these commodities, which means that if the European manufacturers 
of these products paid absolutely no wages at all they would enjoy a 
price advantage of no more than 1 cent a pound because of wage 
differential. These figures were made by members of the association 
based on information supplied by the domestic copper and brass re- 
search association. 

Senator Matone. They are made by importers? 

Mr. Barnuarp. Oh, yes, sir. 

Senator Matone. Now then, let us assume that you are correct in 
all of your statements, you do realize that there is a difference. I will 
not argue with you to take the time of the committee on that part of 
it. The record will stand on that, the record that will be made by the 
committee. 

You do realize that whenever there is a difference not equalized by a 
tariff or something, that the American producers, just as you said, 
have difficulty in meeting the competition? 

Mr. Barnuarp. This is true of any competition. This is true of 
competition between a northern mill and a southern mill, too. Sir, 
I will accept that statement, yes. 

Senator Matong. I am glad you brought that up. In the United 
States of America we are very careful that as the Constitution pro- 
vides we compete with each other. The Constitution does not pro- 
vide that you can do it with $2 or $5 labor or anything else in any 
other country. Only you advocate that—you and your people—you 
understand that? 

Mr. Barnuarp. No; I do not understand what there is in the Con- 
stitution which requires competition only within a limited geographical 
boundary. 

Senator Matone. The Constitution prohibits any tariff or any 
charge for materials going across State lines. You are a lawyer. 
You should know that—you do know that? 

Mr. BARNHARD. Yes, sir. 

Senator Matone. That is what I say. Of course, in the Constitu- 
tion of the United States, if you look at it, you will see that with 
amazement. 

Mr. Barnuarp. I have looked at it from time to time. 

Senator Martone, I hope you have, while you are a member of that 
business. : 

That is, that in article I, section 8, and article II, section 2, the Con- 
stitution of the United States in the division of powers between the 
three branches of Government, pointedly separated the regulation of 
national economy, fixing and adjusting the tariff, duties, and imposts 
and excises in article I, section 8. And the regulation of foreign trade 
was put in the legislative branch; that is, the Constitution did that. 

27629—58—pt. 1——24 
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And in article II, section 2, it put the power to fix foreign policy 
in the executive branch. 

Are you familiar with those two provisions? 

Mr. BaRNHARD. Yes, sir. 

Senator Matone. Then it did pointedly separate the two, did it not? 

Mr. Barnuarp. Yes, sir. 

Senator Matone. Now, then, the 1934 Trade Agreements Act, as 
extended to June 30 of this year, tied the two together under the 
Executive, didn’t it? 

Mr. Barnuarp. It didn’t quite tie the two together. This was an 
act of Congress which delegated certain of its legislative functions 
within a statutory framework to the Executive. 

Senator Martone. Your opinion is that, and it has to be in more 
legal language. I do not charge anything for mine, you charge for 
your opinion. 

The facts are that it transferred the responsibility of Congress to 
the Executive, did it not? 

Mr. Barnuarp. No, sir; the constitutional power remained in 
Congress and always has and could not be changed by act of Congress 
or by Executive order. 

Senator Martone. I hope it could not, but it has. In other words, 
the President now exercises the authority to adjust tariffs, excises, 
imposts within the limits of that act; and Congress has no recourse 
unless it would pass an act which he could then veto. 

Mr. BarnuHarp. Congress would have no greater power, either with 
or without that trade-agreements law, sir. Congress always has the 
power to act by law to make whatever change it desires to make. 

Senator Matonn. You could charge more for that opinion than 
the way I expressed mine. But will you answer my question: Can 
or cannot the President of the United States within the limits set 
down in this act adjust the tariff or imposts without consulting 
Congress? 

Mr. BarRNHARD. Yes, sir. 

Senator Matone. Well, that is very fine, my friend. And I am 
glad you said, “Yes, sir,’ because that is what it is. That is the 
answer. And the answer was not what you first gave in an opinion 
of about 500 words. 

In brass products, what percentage of the raw material is copper, 
in a general statement? 

Mr. Barnuarp. It varies so much, sir, that I would hesitate to say 
except, if you mean percentage of value; is that what you have in 
mind? 

Senator Matone. I mean percentage of the material. 

Mr. Barnuarp. The great bulk of it, at least, in most of the items 
which my clients import, I would say the great bulk of the content is 
copper. 

Senator Matonr. Somewhere from 65 to 85 percent? 

Mr. BarNHARD. Yes, sir; I would think at least that. 

Senator Matone. I think that is a fair statement. 

Mr.. BarnuARD. I think it is, sir. 

Senator Matonge. Do you know that production of copper in this 
country cannot compete with the production of copper in certain of 
these countries, notably Chile, in South America? 
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Mr. Barnuarp. No;I don’t know that, sir. It has been competing 
for a long time and very successfully. 

Senator Martone. It has what? 

Mr. BARNHARD. It has been competing for a long time and very 
successfully. 

Senator Martone. Has it? It has been competing because there 
has been no tariff on it at all. That, also, runs out the 30th, Then 
there would only be a 2-cent—about 1.7-cent tariff because of the 
manipulation under the Trade Agreements Act which, of course, does 
not do very much good anyway, but the whole theory is repudiated. 

Your answer was very pertinent that you didn’t know and that is 
good enough. 

For your information I will tell you that it cannot at $20 a day labor 
here plus the benefits of social security and industrial insurance. 
They Tate no chance to compete. Certain companies, of course, own 
foreign production and domestic production but by the manipulation 
anal producers are out of business and no new ones not connected 
with foreign production can be established because about the time 

ou got your money spent the lower price is there and you are out of 

usiness, as several have gone out of business. One of the largest ones 
went out of business in the last 6 months. And then the price may 
go up again. 

It is so bad, of course, for any individual or country to be short of 
United States currency. I find it very embarrassing myself at times. 
The only way you and I can have a dollar shortage is to spend more 
than we make. You understand that? 

Mr. BARNHARD. Yes, sir. 

Senator Matone. There are two ways that a nation can have a 
shortage. One is spending more than they make, which is customary, 
each month. And the other one is fixing a price on its currency higher 
than the market price and nobody will buy it. That is called a dollar 
shortage. Did you know that? 

Mr. BARNHARD. I would not call that a basic reason for any dollar 
shortage that may exist. 

Senator Matone. If you will study it a little bit I think you will 
change your mind. Argentina sets the price on its currency. Prac- 
tically all nations of the world do—2 or 3 do not. Canada does not. 
They have more horse sense than we have and their dollar is worth 
more. That is but information for you. 

I was there making a speech one time while we were considering 
the Marshall plan down here. England wanted to buy grain from 
Canada. They would not sell it to them until we passed the Marshall 
plan and gave England the cash to pay for it. 

I told them up there I thought their dollar would be worth more 
than ours pretty soon, and it is. 

They also fix the price at seven dollars and a half an ounce on gold. 
They pay the prospector for mining it and charge us $35 an ounce 
for it and that is a very profitable setup. 

There are a lot of people’s minds working on this. 

I didn’t find any foreigners that didn’t know what was going on. 
I only find those people in this country. 

I am going to ask you a couple of questions. You look like a very 
sharp attorney. And you are charging for your information. That is 
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more than any of us are doing now. This that I make available to 
you does not cost you anything. 

Did you know that the President of the United States under this 
act, as extended, can trade any part or all of an industry to a foreign 
nation if he thinks that it will further the overall foreign policy that 
he establishes, and rightly so according to the Constitution of the 
United States? 

Mr. BarnHarp. I am not quite sure this power exists. If it did 
exist I am quite sure that the President would never act in that way. 

Senator Matone. I am sure that you think that because they would 
not pay you this fee if you were going to give us any other kind 
of testimony. 

If Mr. Dulles said that, would you believe it? If he said that, in 
so many words, would you believe it? 

Mr. Barnuarp. No, sir. 

Senator Matoneg. I am surprised. He did say that. And, for your 
information, he can do that and does do it. Many industries are 
clear gone. Our acting chairman, I think, said he had a lot of letters 
from textile businesses in his State 2 or 3 years ago, and he has none 
this year because they are all out of business. 

Crockery is out of business. We could go on and on. 

You don’t know about that. There is a sound barrier here through 
which no public sentiment can ever penetrate. No question about 
that. 

Perhaps you know about it. 

Would you believe, then, that the foreign nations that are party 
to these trade agreements acts do not have to keep their part of the 
agreement as long as they can show they are short of dollar-balance 
payee 

Mr. BarnuaArp. If you mean that foreign nations which have agreed 
to lower their tariffs 

Senator Matone. Yes. 

Mr. Barnuarp. Cannot buy as much as they would like to buy 
because they do not have dollars to buy 

Senator Matonr. No, no. 

Mr. Barnuarp. I appreciate that. 

Senator Matons. Do not tell me you misunderstood me. You 
are smarter than that. 

Mr. BarnuArD. I think I understood you completely. 

Senator Matonz. No, you don’t. I am going to ask you the ques- 
tion again and I want you to answer it. 

Do you know that foreign nations do not have to keep their part 
of the trade agreements if they can show they are short of dollar- 
balance payments? 

Mr. Barnwarp. There are conditions under which all signatories 
to these agreements can obtain waivers. 

Senator Matone. Is that one of them? 

Mr. BarRNHARD. Yes, sir; that is one of them. 

Senator Matonsz. That is good, that would have been very simple 
to say “Yes, sir’’ to. 

Mr. Barnuarp. I think I may suggest, sir, that answer might have 
been simpler but perhaps not as complete. 

Senator Matone. It is plenty complete because they have that 
authority to do that and they do not keep the agreements. What 
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they do have and if you would study it, if you want to come up here 
any more, you look like a very smart attorney to me 

Mr. Barnnarp. Thank you. 

Senator Matonr. Add to your own knowledge, you should now, 
what they use, is import permits, exchange permits, and manipulation 
of varying their money in terms of dollars and defeat anything we 
do in the way of getting anything into their country, no matter whether 
they reduce the tariffs or not. So they do not keep the trade agree- 
ments that they sign and rightly so, because it is in the GATT regula- 
tions that the do not need to. 

Mr. BarnuarpD. May I suggest that 90 percent of the $20 billion 
worth of exports that we exported last year were commodities covered 
by trade agreements? 

Senator Matone. I expect that is right. And I may suggest to you 
that you are really capable. I, personally, put in the record Saturday 
in my examination of Mr. Dulles—he said he will write us about it—I 

ut in a table, and that table shows that if you deduct the money you 

ave given over the years, we have given them about $70 billion now, 
the dear old taxpayers. And you deduct the subsidies that you give 
them, and all of the payments and all of the emoluments of loaning 
money through the banks and everything, the Export and Import 
Bank, you are exporting a less percentage today of your exportable 
goods than you were in 1934 when you passed the act. 

Mr. BarRNHARD. Well, it seems to me the answer to this would be to 
force them to earn more of their dollars and avoid as much as possible 
these other forms of accumulating dollars. 

Senator Matonr. I can see that is what you would like. 

Do you believe that the President should have this authority that 
I asked you if you knew he had and you said you didn’t, but he does 
have it; and, assuming that I am right that he does have it, do you 
believe that those industries should be traded for an overall policy? 

Mr. Barnuarp. As you state the problem; no, sir. 

Senator Matons. No one could believe it, of course, if they under- 
stood it. I hope that you study it this time because it is my personal 
opinion that you will be coming back next year, so I hope you know 
a little more about it when you come back. 

What it is then—you must have studied international exchange a 
certain amount—that they can abrogate the agreements as long as 
they can show they are short of dollar-balance payment, until we have 
divided our markets and our cash with them, so we are all living pretty 
much alike; couldn’t they? 

Mr. Barnuarp. No, sir. 

Senator MAtone. You don’t think so? 

Mr. Barnuarp. No, sir. 

Senator Matonr. I will tell you how they can, if this is any infor- 
mation to you. Because they want to buy more than they earn, and 
as long as they do, they manipulate their money so that the value of 
their money does not represent what it represents on the exchanges 
at all. So they are short of that dollar balance. But in addition 
most of them do buy more each year than they can afford, as some of 
us do generally. So they can always show they are short of dollar 

ayments until such time as those 36 foreign competitive nations are 
iving just like we are. It is a question of whether they come up to 
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us or we go down to their level. After that we could not until we 
reached that very state. But they can. Do you see that at all? 

Mr. Barnuarp. No, sir; I am sorry. 

Senator Martone. Well, I am sorry that you do not. But if I 
were you I would study that a little bit. 

Mr. BaRNHARD. It seems to me, sir, that if they were to take a 
more realistic exchange ratio—and it is perfectly obvious that some 
of them are not realistic—the result would be an even smaller supply 
of dollars in their hands and even less opportunity to buy United 
States goods. 

Senator Martone. Yes, I think so. I think you are right if all of 
the nations of the world would face the situation instead of getting the 
cooperation they are now getting here in Washington as we continue 
to divide our wealth with them on the grandiose international social- 
istic scheme. I think you are right. 

Mr. BarNnuHARD. Sir, it seems to me the answer which I have 
suggested and which, to me, is a proper answer, is to avoid completely 
any socialistic scheme and go back to a capitalistic scheme where 
they could earn dollars so they can buy from us the things they need 
and want. 

Senator Martone. In other words, you would remake the industrial 
map of the United States and allow them to import whatever someone 
in Washington—whether it be the Secretary of State or the President 
or anyone they might choose in Geneva—decides, so that you could 
choose the industries that are going to survive and the ones that will 
pass out of the picture? 

Mr. Barnuarp. No, sir; I would not do that at all. 

Senator Matong. But they are doing it. 

Mr. Barnwarp. I do not believe that is so, for this reason, that 
nobody in Washington determines who in America will buy what or 
import what. That is done only by businessmen who determine their 
own needs and buy accordingly from the supplier they prefer. This 
is free competitive enterprise. 

Senator Martone. My friend, I see now why you are probably 
charging for this information, but you are not in business yourself. 
All of these foreign nations, especially the European nations, under- 
stand exactly what the shading of the tariff or the shading of an import 
fee or an exchange permit means. Probably nobody in the United 
States understands it that is on our side. 

Mr. Barnuarp. I have greater confidence in the American entre- 
preneur than you do. 

Senator Matong. Do you? I don’t know how to ask you any more 
questions if you do not know any more than that about it. Because 
when you lower the tariff like you did the lead and zine, like you do in 
the textiles—and let me ask one question in preface to that, do you 
understand that inflation lowers a fixed tariff in the proportion of the 
inflation? 

Mr. Barnuarp. A specific duty you mean, sir? 

Senator MALone. Yes. 

Mr. BarnHARD. Yes; it certainly has that effect. 

Senator Matone. That is right. Well now, then the dollar remains 
worth 48 cents or, in my opinion, about 35 cents, therefore 35 dollars 
can’t be more than 35 cents, so you have reduced the fixed tariff 
through inflation. You would understand that; would you not? 
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Mr. BARNHARD. Yes, sir. 

Senator MaLtone. W ell then, these products that are coming in are 
coming in because of that, and because under the Trade Agreements 
Act, it allowed them to lower it 50 percent—the first act—you 
remember that? 

Mr. BarNuHARD. Yes. 

Senator Matoner. The second time it was another 50 percent which 
made a total of 75 percent; didn’t it? 

Mr. Barnuarp. Yes, sir. 

Senator Matone. Then 3 years ago 15 percent more at 5 percent 
a year; is that right? 

Mr. Barnuarp. That is right. 

Senator Matone. Now you are asking for 25 percent more. Re- 
member, 50 percent would have been half of it, another 50 percent 
would be 50 percent of the remaining which would make the total 
75 percent; would it not? 

Mr. BarnuHARD. Yes, sir. 

Senator Matone. Multiply it on through and you haven’t very 
much left; have you? 

Mr. Barnuarp. Considerably smaller than we started with. 

Senator Matone. I will say it is. About 10 or 12 percent of what 
we started with. 

In all of these trades then this has been done to the producer of the 
United States of America. And these imports are coming in, machine 
tools, textiles, minerals, all of these other commodities, by virtue of 
that lowering of the tariff or the duty? 

Mr. Barnuarp. This has, certainly, been one factor. I don’t 
know whether it has been the most significant. 

Senator Matone. I will allow you to have all of the other factors 
if we can get back on the basis of the principle of letting our duty or 
tariff represent the difference in the effective wages and cost of doing 
business here and the chief competing country on that 1930 act, to 
which we revert if we do not extend this one; you understand that? 

Mr. BarnuHArD. No, sir. It seems to me that the agreements that 
have already been negotiated would remain in effect, if this act is 
not extended. 

Senator Matonr. I have some more news for you. On 2 months’ 
notice to the nations that are a party to any multilateral trade agree- 
ment made in Geneva, they would revert to the Tariff Commission 
as an act of Congress; did you know that? 

Mr. Barnuarp. Revert to? 

Senator Matone. To the United States Tariff Commission, an 
agent of Congress. It then operates on the basis of taking up any 
product at any time on its own motion, at the request of Congress, 
request of the consumer, request of the President, or request of the 
producer. And the principle is definite that they shall determine the 
cost of production of an article in this country, not the high or low 
but the reasonable cost, and the cost of producing that article or 
similar article in the chief competing nation and recommend that as 
a tariff. The principle is firm. They have no latitude. Do you 
know that after midnight of the 30th of this month, if this act is not 
renewed, that upon 2 months’ notice, all products covered by multi- 
lateral trade agreements made at Geneva, revert to the United States 
Tariff Commission, an agent of the Congress? 
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Mr. Barnuarp. No. 

Senator Matone. That ought to be helpful information. You can 
charge for that. 

I am going to ask you another question. 

Do you know that upon 6 months’ notice to the individual nations 
party to the bilateral trade agreements made by the State Depart- 
ment in Geneva that all of the articles covered by those trade agree- 
ments revert to the Tariff Commission, an agent of Congress, on the 
statutory rate to be flexibly adjusted under the provisions of the 1930 
Tariff Act? That is exactly as I quoted to you. Do you know that? 

Mr. Barnuarp. [ do not know that, either. 

Senator Matone. I am being quite a help to you. 

Mr. Barnuarp. I appreciate the information, sir. 

Senator Matonr. I think you can charge for that. 

You certainly should not put out anything contrary to that infor- 
mation and charge for it, because that would be bad. 

' Mr. Barnuarp. The information and any contrary thoughts would 
both have to be verified before I send them out to my clients. 

Senator Martone. I hope you will take time to verify them because 
everybody knows that. If you just ask a boy on the street I think 
he might tell you that part of it. 

Mr. Barnuarp. That might not be the most reliable information. 

Senator Martone. Yours is not, I can tell that now. You didn’t 
even know it. 

Let us take this peril point. What do you understand by the 
peril point? You covered it pretty thoroughly. You are against 
about everything that even the House bill provides. 

Mr. BarNnHArRD. Just six specific subjects. 

Senator Matone. What is that? 

Mr. Barnuwarp. Just the 6 I named—I named 6 of them. 

Senator Matons. What are they; what do the six sections provide, 
that you are against? 

Mr. BARNHARD. Section 3 (a) (1), which allows rates to be increased 
to 50 percent above the 1934 rate. 

Section 4 (b) which allows the escape-clause investigations to be 
instituted by Government in the absence of a complaint by domestic 
industry. 

Section 5 (a), which permits the investigation to be started by 
organizations or groups of employees. 

Section 5 (c), which allows a shift from duty-free status to dutiable 
status up to 50 percent. 

And section 6, which gives Congress the veto over the Executive 
determination. 

Senator Matong. How does it give them the veto—what do they 
have to do? 

Mr. Barnuarp. A two-thirds vote of both Houses of Congress 
could override an Executive determination. 

Senator Matong. From the standpoint of importers, when the 
Constitution puts the responsibility of the entire regulation of foreign 
trade in the hands of the legislative branch, there should not be too 
much complaint when they transferred all of it to the White House 
along with the fixing of foreign policy, by trading the markets away. 
But if two-thirds of the representatives of the people in the United 
States objected to it with a resolution, it does not seem that that 
would be too much authority to give the Congress, would it? 
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Mr. Barnuarp. Except, sir, that the Constitution gives to Congress 
the authority over interstate and foreign commerce, but gave it the 
authority to act only by law, only through a legislative process. It 
did not, as you said, give Congress the power to regulate or to admin- 
ister or to execute any of these policies. It gave it only as a law- 
making power. 

Senator Lone (presiding). There is another witness. I didn’t want 
to mention it before. 

Senator Matone. I will have only one more question, and then I 
am all finished with him anyway. Do you say that the Constitution 
does not give the power to Congress to regulate foreign commerce? 

Mr. BarnuHArRD. It does not give it the power to administer. It 
gives only the power to legislate, to pass laws. 

Senator Martone. To legislate? 

Mr. Barnuarp. In the field 

Senator Matone. And to fix the duties, imposts, and excise in the 
process, does it not? 

Mr. BarRNHARD. Yes, sir; by law; that is right. 

Senator Matone. By law. And the Tariff Commission, then, as 
the agent of Congress, does fix it under the 1930 act, does it not? 

Mr. Barnuarp. Are you talking of section 336? 

Senator Mauone. Yes. 

Mr. BarnHarpD. Yes: it has that power. 

Senator Matons. And, of course, to enforce the law. Congress 
does not act as a policeman. They just make the law. 

Mr. Barnuarp. And the Executive administers the law. 

Senator Matone. Well, the Executive, yes; that is right. And he 
would administer the law just as Congress wrote it. Article I, sec- 
tion VIII, of the Constitution does not give it to him to write and to 
manipulate, does it? 

Mr. Barnuarp. Except that Congress has, and frequently does 
delegate some of its legislative powers where it found it advisable and 
necessary. 

Senator Martone. Do you have any comparable things in the 
history of the 180 years of the Republic where they gave that to the 
Executive? 

Mr. BARNHARD. Yes, sir. 

Senator Matonz. What is it? 

Mr. Barnuarp. The ICC is an example of an executive agency 
which has been given almost life-and-death power within the statutory 
framework to fix rates, tariffs, regulations, operating procedures, and 
all of the other. 

Senator Matone. An inside job here, isn’t it? That is not foreign 
commerce and not foreign regulation. 

Mr. Barnuarp. Take another field in which Congress has delegated 
constitutional legislative 

Senator MALone. It is an inside job, isn’t it? 

Mr. Barnuarp. The CAB, whose power extends outside the United 
States. 

Senator Matone. I am finished. 

Senator Lone. Senator Carlson? 

Senator Cartson. No questions. 

Senator Lone. Thank you very much. 
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Mr. Barnaarp. Thank you, sir. 
Senator Lone. Is Mr. Replogle here? 
Mr. Repiocte. Yes. 


STATEMENT OF DELBERT E. REPLOGLE ON BEHALF OF FRIENDS 
COMMITTEE ON NATIONAL LEGISLATION 


Senator Lona. I believe you were passed over previously because 
you were not in the room. 

Mr. Reptoete. That is right. 

Senator Lona. I have a copy of your statement here. Do you 
care to testify at this point? 

Mr. Reptocte. Yes, sir. 

Senator Lone. I would prefer that you summarize your statement. 
I have read it, Mr. Replogle, and I believe others have, too. I am 
following the Reorganization Act to expedite these hearings and to 
try to hear all of the witnesses so that they may have a chance to 
present their views. Will you summarize your statement? There 
may be some questions to be asked afterw ard. 

(The prepared statement referred to is as follows:) 


STATEMENT OF DELBERT E. REPLOGLE ON BEHALF OF FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION 


Mr. Chairman and members of the committee, my name is Delbert Replogle. 
I am president of the Electronic Mechanics, Inc., and Mykroy Incorporated 
Companies, Clifton, N. J., which manufacture high-quality electrical insulation 
material for the electric and electronic fields. I appear today as general chairman 
of the Friends Committee on National Legislation, 104 C Street NE., Washing- 
ton, D. C., an organization which seeks to represent many of the concerns of 
Friends, but does not claim to speak for the whole Religious Society of Friends, 
whose democratic organization does not lend itself to official spokesmen. 

We support a liberal trade policy, including many provisions of H. R. 12591 
as passed by the House of Representatives. 


MORAL BASIS FOR LIBERAL TRADE PROGRAM 


Our support for the reciprocal trade program is based upon the belief that we 
are our brother’s keeper and should work for improved standards of living 
throughout the world. Reduction in trade barriers contributes to this end by 
increasing trade and bringing about more efficient use of resources. This more 
efficient use of resources results in lower prices’ to consumers. 

Freeing trade also contributes to world peace, since greater economic well-being 
can reduce the pressures which sometimes lead to war. Furthe armore, working 
together to increase the flow of trade increases international understanding. 
It helps establish a pattern of international cooperation which can be applied to 
other areas. 

We feel the United States has a particular responsibility to provide leadership 
in this area, since we are the world’s largest producers, creditors, traders, and 
investors. What we do or do not do has a strong effect in the economic welfare 
and trade policies of the entire world. Many countries, particularly the under- 
developed countries rely upon 1 or 2 export commodities as the source of their 
foreign exchange. Their sensitivity to our policies has been demonstrated by 
the violent Latin American reaction to the administration’s recommendations on 
lead, zine, and oil. There are other countries, such as Great Britain and Japan, 
which must export to live. Japan—our best customer after Canada—has a 
longstanding imbalance of trade with the United States. Yet, we understand, 
Japan has felt obligated to institute official export controls over some products 
for fear the United States Congress would place statutory limits on imports in 
these particular areas. Such trade relationships inhibit international good will. 

In 1955, I had the privilege of testifying before the House Ways and Means 
Committee on the reciprocal trade program. Our basic reasons for supporting 
this vital program are as valid today as they were then. 
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Though many dispute this with us, we are of the firm belief that we are our 
brother’s keeper. In this atomic age the welfare of the other peoples of the 
world is more than ever our concern. Trade between the nations will raise their 
level of living, will raise our level of living, and in so doing will lessen the chances 
of the international conflicts which affect the economic balance of the whole 
world. We are concerned with the individuals in these countries, many of whose 
daily major concern is whether they will have a full stomach at night and whether 
they will be able to keep warm during the next winter season. 

People whose main concern lies in these material lacks do not make good 
customers for anyone. Then, too, men and women who are ill-fed, ill-clothed, and 
ill-housed—according to the last survey of FAO this still applies to more than half 
the world’s people—turn more readily to the false claims of those who offer 
economic panaceas in totalitarian form, which never actually materialize, and 
lead their followers into situations from which only violence seems to release them. 

The best alternative to indefinite cold war, capable of exploding almost over- 
night into armed conflict, would seem to us to be a world in which men increasingly 
learn cooperation, conciliation, and in the end find a sense of real brotherhood. 
Trade channels which are free can have beneficial results in this respect. The 
United States should be willing and eager to take the lead in continual pressing 
for greater movement of goods throughout the world. 


ECONOMIC BENEFITS GAINED FROM LESSENING RESTRICTIONS ON TRADE 


There are, of course, many very tangible reasons for supporting continuation of 
the reciprocal trade program. Foreign trade is an important factor in the United 
States economy. It makes jobs for at least 4% million Americans and provides 
more direct employment than the automobile, steel, chemical and textile industries 
combined. In the present recession exports have helped to cushion the decline in 
employment. 

In order to maintain this high level of exports, however, the United States must 
reduce trade barriers and expand imports. In the postwar period American 
exports have exceeded imports by many billions of dollars. This trend cannot 
continue indefinitely. In fact, exports began to drop during the last half of 1957 
because many countries did not have sufficient gold and dollar reserves to continue 
a high level of purchases from the United States. 

Another reason for supporting a program authorizing the President to negotiate 
trade reductions is the growing tendency toward the formation of customs unions. 
The most important of these is the European Economic Community which will 
be developing a common tariff during the next 4 years. 


WHAT KIND OF RECIPROCAL TRADE BILL SHOULD CONGRESS ENACT? 


Five-year extension with authority to reduce tariffs further 

We are pleased that the House gave the President additional authority to reduce 
tariffs and extended the act for 5 yvears—an extension which will reduce inter- 
national uncertainty as to United States trade policy. This 5-year extension is 
also essential if United States negotiators are to have sufficient authority to start, 
carry on, and complete trade negotiations with the Common Market. Actual 
negotiations will not begin until 1962, but preparation for negotiations must 
begin as soon as possible. We hope this committee will support these provisions 
of H. R. 12591. 


Reevaluation of escape clause procedure 

We should very much like to see the Finance Committee reevaluate the escape 
clause, peril point, and national security provisions of the present law and H. R. 
12591. These provisions create great uncertainty as to our trade policy and con- 
tinually threaten curtailment of imports. They are widely criticized by our 
friends. 

The voluntary restrictions on oil imports, imposed under the national security 
amendment, have affected our relations with Latin America. The jeers and 
stones with which Vice President Nixon was greeted in Venezuela have been 
credited, in part, to resentment of our trade policy. In 1957, application of 
escape-clause proceedings for safety pins and spring clothespins brought objec- 
tions from several of our European trading partners. They demanded compensa- 
tion. If the United States is unable to offer these countries offsetting concessions, 
they may withdraw certain tariff reductions they have granted the United States. 
This whole procedure makes for irritation and pettiness. Important national 
and international issues are lost in a swirl of details. 
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In fact, the House Ways and Means Committee has warned that “‘* * * escape 
actions should not be lightly undertaken, involving as they do not only the in- 
terests of American businessmen and consumers, and of other producers who may 
lose the benefit of the compensatory concessions which were reciprocally granted 
to the United States by foreign countries, but also the foreign relations of the 
United States to a certain degree. Your committee has been impressed with the 
great impact which escape-clause actions have had upon the foreign relations of 
the United States.” 


Adjustments to assist injured industries, not increased tariffs 


We of the Friends Committee on National Legislation believe that the escape 
clause should be restricted to industries which can prove an actual injury as a result 
of increased imports—not just a potential injury as is now the law. Furthermore, 
relief should take the form of governmental assistance to facilitate adjustment to 
United States trade policy—instead of tariff increases as presently provided. 
As a step in this direction, we support the Kennedy bill, 8. 2907 and the amend- 
ments proposed by Senators Humphrey, Douglas, and others which would provide 
technical assistance, loans, and training benefits to communities, enterprises, and 
individuals who are injured as a result of tariff concessions. The cost of such a 
program would not be very high as it has been estimated that no more than 
200,000 to 400,000 workers would be affected if all tariffs were temporarily sus- 
pended. Additional payments of unemployment compensation to displaced 
workers would be largely offset by savings in unemployment insurance payments 
in the export industries. Loans to displaced industries would ultimately yield 
interest payments. 

Such a program would not revolutionize our economy but would be of great 
benefit to both the United States, which has an important stake in having its re- 
sources and skills used to the best advantage, and to other nations. It would 
constitute a more responsible approach to trade problems than we exhibited in 
raising the United States tariff on Swiss watches. Through this action we bene- 
fited a domestic industry responsible for one-fiftieth of 1 percent of United States 
production, but damaged a Swiss industry which employs 10 percent of the Swiss 
labor force, and accounts for half their exports to the United States. 

Trade adjustment assistance is not a new concept. A similar policy has been 
adopted by the European Coal and Steel Community and the Common Market. 
We hope this committee will support a comparable policy. 


Other comments 


In line with this position, we urge the removal of the administration and House 
provision which would authorize the President to raise duties under the escape 
clause to 50 percent above the rates in effect on July 1, 1934. The House com- 
mittee states that this provision will aid the President in avoiding the use of 
quotas, which they feel would “if adopted as an instrument of American 
policy * * * destroy our cooperative international trading arrangements, and 
invite retaliatory restrictions on trade to the detriment of American producers, 
spreading through all sectors of the American economy.’”’ We submit that the 
tariff-increasing provision is a step toward what the committee fears. There is 
no rational reason for tying rates to the 1934 period. This merely increases the 
subsidy paid by American consumers to certain American businesses. 

We regret the House action in authorizing Congress to overturn the President’s 
decision in escape-clause cases. We favor as wide an area of Presidential discre- 
tion in the tariff field as is compatible with congressional authority under the 
Constitution. The President is better informed on the international interests of 
the United States and better able to weigh these interests against domestic interest. 

In summary we urge: 

1. Extension of the reciprocal trade program for the full 5 years. (We believe 
a 3-year extension would be inadequate.) 

2. Presidential authority to reduce tariffs up to 25 percent during that time, 
and the other reductions authorized in H. R. 12591. 

3. A program to assist industries injured by foreign competition to change over 
to more competitive lines of production, instead of raising tariffs or imposing 
quotas. 

We oppose: 

1. The provision authorizing an increase up to 50 percent above the rates in 
effect on July 1, 1934, and 

2. The provision inserted by the House which authorizes Congress to review 
the President’s decision in escape-clause cases. 
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Mr. Reptoc.ue. I want to bring a new factor into this matter— 
the moral basis for a liberal trade policy. I suspect that would be 
appreciated from a religious group such as ours. 

I am a businessman and I have bought in some other countries and 
I have sold to other countries so I personally have had some experience 
in these matters. 

I believe, as was said this morning, that we do have moral obliga- 
tions in the world and that we are concerned with the well-being of 
other people in other parts of the world. We have proven that in 
our treatment of members of other States within our own Union here. 
We are concerned with the people of Maine and of Texas, and how 
their standard of living rises. 

And we should be, as our vision grows, concerned with the standards 
of living of other nations of the world. 

In that way we can get some sense of social responsibility through- 
out the world, and that will make for peace. 

I realize that these are ideals but without ideals I think nations 
move backwards rather than forwards. 

I had the privilege of testifying before the House Ways and Means 
Committee in 1955. We see no reason for changing our thinking on 
that matter, as we said then. 

We feel that the best alternative to indefinite cold war capable of 
exploding almost overnight into armed conflict would seem to us to be 
a world in which men increasingly learn cooperation, conciliation and 
in the end find a sense of real brotherhood. 

Trade channels that are free, can have beneficial results, in this 
respect. 

The United States should be willing and eager to take the lead in 
eo oprginld pressing for greater movement of goods throughout the 
world. 

We feel that there are benefits economically to be gained from 
lessening restrictions on trade, and we feel that a reciprocal trade 
bill such as the House has passed is good. It is a necessary step in 
that direction. 

We feel that the escape clause should be reevaluated. And we 
are concerned, as Senator Douglas pointed out earlier in these hearings 
today, that the power given by the House bill to increase duties 50 
percent beyond the 1934 levels, is not helpful. We would like to see 
that stricken from the bill. 

We are just as interested in the people who are to be hurt by any 
lessening of trade restrictions. We are extremely interested in the 
Kennedy bill, S. 2807, and the amendments which Senators Humphrey 
and Douglas have proposed, that would help alleviate the hardships 
that are caused by any adjustment of trade barriers. That help can 
take some of the forms mentioned in the bill and amendment I have 
mentioned. We believe that there should be equal concern paid to 
our fellow citizens who would suffer in this matter. 

We are quite concerned that high tariffs, which help preserve some 
industries, are a subsidy which is shared by all people, all citizens of 
the United States. 

We have more or less accepted the ideal or principle that taxes should 
be in proportion to the ability to pay. These subsidies in the form of 
high tariffs make everybody pay the same regardless of whether they 
have a lot of money or a little money. If industries now protected 
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by high tariffs could be subsidized on a Government basis from 
taxes, collected from those who have more to pay, it would be a more 
equitable arrangement in the light of our present philosophy of taxes. 

For these reasons, we urge the extension of the reciprocal-trade 
program for the full 5 years. We believe that the 3-year extension is 
inadequate because of the negotiations which must be made with the 
European Economic Community which will be just coming to a head 
in 1962. 

We support Presidential authority to reduce tariffs up to 25 percent 
during that time and the other reductions authorized in the House 
bill, 12591. We urge a program to assist industries injured by foreign 
competition to change over to more competitive lines of produetion, 
instead of raising tariffs or imposing quotas. 

And we oppose the provision authorizing an increase up to 50 percent 
above the rates in effect on July 1, 1934. 

And the provision inserted by the House which authorizes Congress 
to review the President’s decision in the escape-clause cases. 

Senator Lone. Let me ask you a question about your prepared 
statement on page 3, you say: 

The jeers and stones with which Vice President Nixon was greeted in Venezuela 
have been credited, in part, to resentment of our trade policy. 

Would you feel secure if our supply of fuel in wartime had to 
depend upon people who throw stones at our Vice President, smash 
his car window, and spit at his wife? Would you like to see our 
wartime supply of fuel depend upon those people? 

Mr. Repioewe. Hardly. 

Senator Lone. Would not that provide a good argument in favor 
of maintaining a domestic oil industry adequate to provide for the 
needs of our Nation? 

Mr. Repiocue. That isn’t domestic. That is one of the domestic 
sources. 

Senator Lone. I mean, an industry within the United States. 


. Venezuela is more than a thousand miles away by sealanes that could 


be cut off by Russian submarines. There are no pipelines from 
Venezuela to the United States. 

Do you think that we ought to rely for our wartime supply of fuel 
upon such a nation to the extent that we do not have an industry 
of our own to supply our needs? 

Mr. Rertocuz. The answer to that, of course, is no. However, to 
me, as with the Vice President, I think we should revise our trade 

olicies as best we can to make friends with those people because I 

elieve and most people will, too, I think, that there are good people 
just like those seeds that they found in the tombs of the Pharaohs, 
after 6,000 years. Given sunshine and water and nourishment, they 
grew. I think the good in people, if you can work with them and see 
their good intentions, can be nourished. 

Senator Lona. We ought to be sure that we can meet out of our 
own market, domestic demand with domestic production if we have 
to. At present we import about 23 percent of our domestic con- 
sumption. We should be especially careful if the relation between 
our countries have so deteriorated that Americans who represent this 
country are not safe in Venezuela. Does that tend to prove your 
case? 
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Mr. Repioaze. I think that the oil industry may be one of those 
cases where additional subsidy may be in order. 

Senator Lone. A subsidy for the oil people after they have gone 
out of one business and into another? 

Mr. Rer.toeie. Not make all of the poor people in the country pay. 
Pay it out of taxes that are collected from people who have money. 

Senator Lone. Why shouldn’t we simply restrict oil imports to 
the point where we have a domestic oil industry capable of supplying 
our needs in wartime? 

Mr. Repioeie. That would probably be desirable, but let us do it 
on the basis of subsidy that is understood as such rather than to make 
it universal as it would be where you raise the duty and raise the prices 
that everyone has to pay. This is my point. 

Senator Lona. It would cost a great deal of money to tax the public 
that way. 

Mr. Repioaue. Probably less than the other way. It is a matter 
of economy. 

Senator Lona. I do not know how much the cost of a subsidy 
would be. The public is not willing to pay the taxes necessary for 
the large subsidy you have in mind. 

That is the last of my questions. 

Let me ask you this. Is the Friends organization a Quaker group? 

Mr. Repioaie. Yes. 

Senator Lone. Do Quakers still oppose actual combat in wartime? 

Mr. Repioaie. We do not believe in violence. 

Senator Lona. It is a pacifist group? 

Mr. Repioaus. It grows from the deep concern of the worth of the 
individual, in every human being, God dwells in people. 

Senator Lona. I can appreciate and respect the right of persons to 
take that attitude. But is it the view of the Friends Committee that 
we should not resort to armed force to prevent the Russians from 
seizing this country if they decide to invade us? 

Mr. Repioate. It would be the view of the Friends that we should 
do what we could to build up good will toward this country, so that 
such an eventuality would not happen. 

Senator Lone. But if it did? 

Mr. Repwoacuet. If it did, we would try to—we would advocate some 
way of seeing that it was brought to an early end. 

Senator Lone. Would you advocate fighting? 

Mr. Repioaie. No, we do not. We are not advocating the use of 
violence. 

Senator Lone. That is the point I had in mind. It seems to me 
that your group believes that we ought to depend upon the Com- 
munists in Venezuela because we would not have to fight. It seems 
to me that it is a matter of national defense to have adequate supplies 
of oil as long as we are willing to fight. 

Mr. Repioaue. Let us do it with subsidies, so it makes it even. 

Senator Matone. I do not know that I have any questions to ask 
you because I have been in two of these wars now oad somebody just 
has to do the fighting until you can figure out a way to keep away from 
them. I do not regret either one of them and I would go again. 

I am past 38 now but I have never seen anything practical advocated 
for peace regardless of all the books that have been written about it. 
How are you going to keep the peace except by whipping the fellow 
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that wants to fight? Sometimes, though, he is pretty big, and it takes 
a little combination, a little tact. Nobody has come up with a formula 
as to how to do it except to just whip him, have they? 

Mr. Repioeie. No, but we must. There is no alternative to peace 
except destruction with modern warfare. 

Senator Matong. That is right. 

Mr. Repiocie. So we must find a way and there is where our 
concern is. 

Senator Matonr. We do not want to fight anybody, do we? We 
just want to go home and have dinner and come back to work. But 
if there is nothing to do but defend yourself, which happens once or 
twice in a lifetime, you have to get that over with first, do you not— 
defend yourself and then go back and talk peace? 

Mr. Repioate. There are various ways of defending yourself. 

Senator Matonr. What are some of them? 

Mr. Reptoaue. There is such a thing as winning your enemy. I 
know many people say that is impossible, but it can happen. 

Senator Matone. I do not think it is. It may take 200 or 300 
years, but we may finally do it. 

Mr. Reptoeie. And somebody has to have the ideals. 

Senator Matone. Oh, yes. 

ony Repiocie. And someone has to have the vision to try to do 
that. 

Senator Matone. But do you think that ideals should let them out 
of the job of doing whatever there is to be done to win until you start 
in on another ak of trying to make friends? Would you advocate 
that if I joined your church that my family would be kept out of any 
war and you would just skip that period? 

Mr. Repiocie. We would certainly advocate a course of action 
that would prevent war. 

Senator Matoner. But after the war is declared, you can certainly 
understand what I am talking about, you are in a fight. If your 
family gets in trouble, it isn’t a theoretical thing after that. And so 
you help them out and then start again, don’t you? 

Well, that is enough. 

Mr. Repiocue. Well, possibly. We have plenty of Quaker ex- 
amples where nonviolence was used more successfully than violence, 
the experiment in Pennsylvania with the Indians, and so forth 

Senator Matong. Yes;I know. You have a lot of examples, too, 
of different organizations where they went to great lengths not to 
help the United States in what few critical periods they have been in. 

I am not talking about the Quakers. I know just what they did 
do. But pretty near everybody from my part of the country thinks 

ou had better carry your weight in whatever the State or the Nation 

as decided to do, ahd then after it’s over, debate like we do in the 
Senate. If we win, all right. If we don’t, why we accept that until 
we can do something else. 

Mr. Reptocix. We Friends want to carry our weight before that 
conflict starts. 

Senator Martone. I understand that, but suppose you have a con- 
flict, and you do not want to carry it while the real trouble is on, is 
that it? I do not know this. I am asking this for information. 

Mr. Reptocie. There has to be some people of good will in these 
bad times, people that can keep alive something besides hate that is 
generated during war. 
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Senator Matone. That is right. 

There were about 4 million of us in that first war and we kept it 
alive pretty well. 

Mr. Reptocte. I am sorry it was necessary. 

Senator Martone. None of us changed very much. 

We came back and started talking peace again. But while the 
battle was on you did not hear them complaining very much, and 
there were about a million and a half of them that got over there in 
France and other places. It was not nice. Many of us said that we 
were glad that we were in that one but we would not like to be in 
anymore. But there came a second one if you will remember. 

Mr. Repiocte. Yes; I do. 

Senator Matone. I have seen the boys out there. I know one 
they sent in behind the Japs at Dutch Harbor. I saw some of the boys 
out there who laid it on the line and they can have my watch and 
chain anytime. 

Now the cold war—I am getting so tired of hearing this cold war 
business. We have been hearing it now ever since Mr. Churchill 
invented the term. He also invented the term “Iron Curtain” when 
he made a speech for Mr. Truman in Missouri. All these catchwords 
and phrases are fine for people to make speeches with but they do 
not hold much water when you come right down to trying to pay 
the bills. 

There is no cold war. The European nations recognize Communist 
China, they trade with Communist China and they are trading with 
Russia now. We are a little “holier than thou” and claim we are 
not, but indirectly we are. 

When I was elected to the Senate I thought I had to see all our 
star borders so I started out to do that when I first got here. 

It took 8 years and I also went behind that Iron Curtain. They 
call it that, and maybe it is, but anybody can go behind it who wants 
to. I traveled 14,000 miles in Russia. Now Mr. Khrushchev is for 
Russia and Churchill is for England and all these other people are for 
their own nation. We need a couple of men, just a few, for the 
United States of America. 

Mr. Repiocuie. We have them. 

Senator Matone. I know we have, but they take peculiar outlets 
for their loyalty. We do not have a cold war. We are trading with 
everybody indirectly because Europe is trading with everybody. It 
came out in one of these committees that England sent copper to 
Russia right in the middle of the thing. There is no use in my asking 
you these questions. I am sure you did not know that the President, 
under this act, can trade a part or all of any industry in this country 
if he thinks it would further his overall foreign policy. 

You have heard it today. Did you know that? 

Mr. Repiocte. Yes. 

Senator Matong. And you think it ought to be like that? 

Mr. R proaue. If it would be for the good of the country. 

Senator Matoner. If one man, if his Cabinet thinks it is a good 
thing, then you think that power ought to be in the White House? 

Mr. Repioacze. I think so. 

Senator Matonr. You know that the foreign nations do not have 
to keep their part of the agreement as long as they can show they 
are short of dollar balance. In other words, they do not have quite 
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as much wealth as we have, and they can fix a price on their money in 
terms of the dollar. 

Mr. Reptociz. They pay a price for that, though, a high price on 
their citizens to manipulate their currency. 

Senator Martone. Then they can show they are short of dollar 
balances. What price do they pay? 

Mr. Repiocur. Because they cannot buy outside. They cannot 
import if they lower their monetary value. 

Senator Matons. I am going to say something to you and it is not 
argumentative because I am awfully glad to see you. 

am glad you are here and I know you area good man. But if the 
foreign nations did not fix a false price on their money and they let it 
go on exchanges just like we do, then all the profitable trade that there 
is in the world would be done by individuals and Government if they 
wanted to, and many of them do handle it for the Government. But 
when they sold something here, if the money was on the stock ex- 
change, they could pay their own money for anything they bought, 
if you knew in the morning you could get the dollars down here because 
it was on the stock exchange like stock. 

You buy it for $20 a share today and the only chance you take is if 
it goes up or down before you get back tomorrow. That is right, is 
it not? 

Mr. Repioate. Yes. 

Senator Matong. That is the way the exchange works. The only 
thing is they could only buy what they could afford to buy, like you 
and I can, whatever we earn, and our family. 

We are in trouble when we consistently buy more than we earn, 
aren’t we? 

Mr. Repiocue. Right. 

Senator Matone. So are they 

But their trouble is alleviated somewhat temporarily by having the 
system under which we are now operating, and that is this act, and in 
recognizing that they can fix a false price on their money and destroy 
any peril point overnight. So we are dividing our wealth with them 
throughout the world on an international socialist scheme. 

It can be nothing else, because we have the only markets of any 
consequence in the pot in Geneva. It would be like you going in 
partnership with Mr. Rockefeller. When he withdrew the firm would 
be dead, would it not? 

Mr. Repioawez. It sure would. 

Senator Matone. Well, that is exactly the way it is with Geneva. 
Now many of our people throughout the country are ahead of the 
Congress regardless of this sound barrier on the Potomac that no 
public sentiment ever gets across. They know what we are doing 
now, and I do not know anybody that likes it, because for 140 years 
when you could compete with any American you were in business 
here but you are not in business now, because in Washington they can 
sacrifice any industry and destroy it overnight and you do not even 
know what happened to you until the next morning, but you are broke, 
you are no longer in business—and that is what we are doing to busi- 
ness in this country now. 

Someone mentioned the Kennedy bill—you did. 

Mr. Repvoate. I did. 
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Senator Matone. The State Department has advocated something 
like that bill for 24 years—that, when through these trades, an industry 
is sacrificed you would retrain those men for other work and ship 
them someplace else, and you would compensate the stockholders of 
that company to a certain extent. Do you favor that procedure? 

Mr. Repuoaue. Yes, I do. 

Senator Martone. That is the way they do it in Russia, except they 
do not need a congressional act. They just load them up on the train 
and send them to Siberia or any place where they need goldminers 
or something else. 

The fact they do not know much about it does not seem to bother 
them. 

Mr. Reptoaue. I do not feel because the Russians do a good thing 
we should not do it. 

Senator Matone. You think that is a good thing? 

Mr. Repioaie. I would advocate adjustments for industries and 
workers. 

Senator Matone. Mr. Chairman, that is all I have. 

Senator Lone. Mr. Carlson. 

Senator Cartson. Mr. Chairman, I just want to say this. I am 
familiar with the fine work done by the Friends organization nationally 
and particularly in the State of Kansas. Your organization did more 
when it came to moving refugees who lost everything in World War II 
than any group; and, in fact, I visited foreign countries and saw some 
of your work personnel. 

You are the one organization in the State of Kansas that sent more 
food, more clothing and rehabilitated many farm homes with livestock, 
special projects that are outstanding in the Friends organization; so 
I think it is fine we do have a number of people who devote themselves 
solely to that work, and I appreciate it. 

Mr. Reptoaie. Thank you, Senator. 

Senator Lone. Thank you very much, Mr. Replogle. 

Senator Matone. Where are you from, Mr. Replogle? 

Mr. Reptoacie. From Ridgewood, N. J. 

Senator Lone. Have you ever been west of the Alleghenies? 

Mr. Repioaue. Oh yes. I was in the Government service in Alaska. 

Senator Lone. What kind of service? 

Mr. Rep.tocue. Department of the Interior teaching. 

I established the farthest north radio station. 

Senator Lone. I join with my Kansas colleague in thinking your 
organization does much fine work. I regret very much, however, that 
we cannot think through the problem about which you are testifying. 

Mr. Repiocie. We would like to convince you, Senator Malone. 

Senator MaLongr. Come out to Nevada. 

Mr. Rep.oate. I want to say now before you leave that there are 
1,400 men out of work in Ely, Nev., practically everybody in Lincoln 
County, and in Humboldt County. All they ask is a fair shot at the 
American market and they do not get it and they are out of work and 
walking the street. The crockery people are exactly the same in 
Ohio. They disappeared. The glass people are going out. I under- 
stand they are not even going to let them testify here. 

All we want is somebody to testify before the committee on the 
principle. I think your 6 million unemployed are mostly due to this 
Trade Agreement Act, and I think you will all know it within a year. 
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I am very happy to see you and I am like the Chairman. I will go 
to any lengths that you should say what you want to say, and the 
record will speak for itself. 

Mr. Reriocie. We are very concerned about those people out of 
work. We were in the coalfields when the coal changed, so we sent 
—— in there to help them with new trades. We did not do much 

ut we helped some. 

I think that ought to be extended into a much wider field. 

Senator Lona. It is an improvement to have competition within 
the United States. 

Whenever it results in lower wages alone, we are moving too far, 
too fast. 

Is Mr. Edward Hollander here? 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Hotianper. My name is Edward D. Hollander. 

I am national director of Americans for Democratic Action. I 
appreciate very much this opportunity to present ADA’s views on 
H. R. 12591, extension of the Reciprocal Trade Agreements Act for 
5 years. 

The case for reciprocal trade agreements is basically a case of 
American self-interest. As the world’s leading trading nation, the 
United States has more to gain economically, from imports as well as 
exports, than any other nation. 

The reciprocal trade agreements program was conceived and 
justified in terms of its advantages to the United States economy—in 
a time of depression—long before there was cold war or worldwide 
economic and political competition with communism. 

Add to this the present-day requirements of a global foreign econ- 
omic policy and the challenge of the Soviet Union to a war of econ- 
omies, and the case for reciprocal trade agreements becomes all but 
unanswerable. 

I should like to make it plain at the beginning that while ADA 
supports H. R. 12591 for want of a better alternative, we recognize 
that it seriously compromises the principle and practice of reciprocal 
trade in several important respects. 

We believe that it has been weakened by damaging concessions to 
protectionism. We consider the escape-clause procedure inconsistent 
with reciprocal trade policy and a burden on beneficial trade agree- 
ments. We think the limits of tariff reductions permitted by the 
bill are excessively cautious and likely to limit in turn the advantages 
wecan gain. Obversely, we have opposed the provision which permits 
raising duties in escape-clause cases as much as 50 percent above the 
1934 Smoot-Hawley tariffs or, as appears possible, even higher. 
Because we believe that negotiated trade agreements should be a 

ermanent part of United States trade policy we think that even to 
imit the extension to 5 years is an unwise and unnecessary limitation 
in a world in which trade is becoming an increasingly important 
weapon of international policy. 

We are aware that the bill is attacked from the other side as well, 
by those who argue that negotiated reciprocal tariff reductions have— 
one will—hurt American business and, by the same token, American 
abor. 





TRADE AGREEMENTS ACT EXTENSION 381 


By this they mean, of course, that lowering tariffs increases com- 
petition, including price competition. We believe they have failed 
to make their case—at least in the national interest. We concede 
that, to the extent that tariffs are protective, a decrease in duties 
decreases the protection—that is, increases competition. But since 
when is competition anathema to American industry, which was built 
on competition and thrives on it? 

Ah, but, they say, we want protection from unfair competition, 
especially the competition from substandard foreign wages. But we 
submit that this argument, though superficially plausible, does not 
stand scrutiny. 

In the first place, it is not wage rates that you need to be con- 
cerned with, but labor costs—wage costs per unit of production. And 
American industry being fabulously high in efficiency and productivity, 
is able to compete successfully with mdustries abroad paying lower 
wages. 

How else can we account for the large volume of exports of American 
automobiles, machinery, electrical manufactures, and other goods 
made by the highest paid American labor, which competes most 
successfully in the world markets? It is sometimes argued by those 
seeking protection that the foreign industries competing with them 
are sweatshop industries in their own countries. But the facts do not 
support this either. Evidence presented before congressional com- 
mittees has shown that the hierarchy of the wage structure is similar 
in most industrial countries, that what are high-wage industries in 
one country are, relatively, high-wage industries in another, and 
similarly with low-wage industries. Rarely can high tariffs be justi- 
fied as a sort of “‘minimum-wage”’ protection against foreign sweat- 
shops. 

Moreover, wages are far from accounting for total costs, and 
American industry has many advantages in other costs, particularly 
the costs and availability of capital for plant equipment needed for 
high productivity. 

If, in spite of the advantages of American industry, other countries 
are able to produce some products more advantageously, it would 
require some overriding considerations of national interest—not 
sectional or parochial preference—to deprive American business and 
American consumers of the benefits of lower priced or higher quality 
imports by requiring them to buy instead higher priced or poorer 
quality goods of domestic production. We do not deny that from 
time to time such national interests have been asserted and have 
prevailed, notably in the interest of national defense or national 
security. 

But these should be precisely defined and precisely used for that 
purpose—not to spread a blanket of production over producers who 
find it more comfortable not to be exposed to international com- 
petition. 

The generalization is, we believe, that it should be the policy of 
the United States to encourage foreign trade, which necessarily means 
imports as well as exports—unless, of course, we wish to give our ex- 
ports away. We should do this not only for the benefit of consumers 
of imports, but to sustain the large volume of production and em- 

loyment which depend on both imports and exports. The trade 
itself employs some 1,400,000 people, and many domestic industries 
are dependent on imports. 
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The controversial example of hardwood plywood is a case in point: 
Without imports of these plywoods, the American flush door industry 
would not be able to meet its demand. And beyond this, some 
3,100,000 people are now dependent on our export trade for their 
jobs, many times more than those whose jobs are involved in import 
competition. This is nowhere more true, of course, than in American 
agriculture. 

Nevertheless, we cannot close our eyes to the effects of competi- 
tion from abroad. 4s is the case of competition within the domestic 
economy, there are some producers, perhaps some nations, which 
enjoy a competitive advantage, even great enough to overcome the 
added costs of transportation to the United States. Indeed if this 
were not true, there would be no international trade except that 
arising from distribution of natural resources among the nations of the 
world. Competition from abroad, like domestic competition, not only 
sharpens the incentive and efficiency of American industry but in a 
free dynamic economy causes necessary and healthy redistribution and 
reallocation of resources including capital and manpower. 

Under ordinary circumstances this requires no intervention by the 
Government. On the contrary, under ordinary circumstances it 
should be welcomed as a means of helping to keep the economy efli- 
cient and productive, and we should be extremely wary of the use of 
tariffs to prevent the necessary adjustments and perpetuate economic 
inefficiencies and anachronisms. 

In saying this, however, we cannot fail_to recognize that under excep- 
tional circumstances the effects of this, however healthy for the 
economy as a whole, may be extremely harsh in its impact on certain 
small segments of American capital and American labor. Where 
these are diffused throughout the economy, offering the expectation 
of efficient reemployment in other forms of production, they can be 
absorbed after a brief period of adjustment, as happens in the after- 
math of domestic competition. 

It is merely when the effects are sudden, substantial, and concen- 
trated geographically that they create a situation which we believe 
the Government is bound to take cognizance of. 

ADA is by no means indifferent to this kind of situation. We have 
repeatedly recommended that the Trade Agreements Act should in- 
clude provision for adjustment assistance to help both business. and 
workers in tiding over the period of redeployment to other productive 
economic activity, just as we have supported similar programs for 
economic development of areas of the United States depressed for any 
other reason. 

If, for example, there are areas where coal mines and coal miners 
are no longer fully employed, and where the prospect is that they will 
not be, it seems to us that it is of incidental importance whether the 
cause is from technological change, severe foreign competition, severe 
domestic competition, or the exhaustion of the coal. In any case, the 
country has an obligation to soften the impact of this on the people 
concerned. Always it is the people, not the activity or the product, 
which is the object of our concern. 

For this reason we support the bill by Senator Kennedy, S. 2097, 
for a comprehensive adjustment assistance program as an integral 
accessory of the reciprocal trade program. In fact we would propose 
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that this procedure rather than the escape clause procedure should be 
invoked in cases of ‘‘serious injury” to domestic producers. 

From the foregoing, Mr. Chairman, it will be plain to you that ADA 
would under any circumstances support a reciprocal trade program 
as being in the best interests of the American economy. 

There are two compelling reasons of international policy which 
reinforce the importance of this program and which make it absolutely 
essential that the act be extended if not permanently for at least 5 
years. 

The first of these, of course, is the economic war declared on the 
free world, and on the United States in particular, by the Soviet 
Union. 

The evidence is accumulating day by day, from Government and 
non-Government sources alike, that this is no idle threat. 

The Soviet Union has certainly the intention to undermine the 
United States position in the world economy for the economic and 
political benefit of the Communist bloc. 

We have, unfortunately, direct examples such as Egypt and Syria 
of how effective this can be and how much harm it can do to our 
standing and our cause. Moreover, there is evidence of the rapid 
growth of the Soviet economy which is giving them the means of 
carrying out this intent. 

It seems clear to us that a Reciprocal Trade Agreements Act is an 
indispensable tool for the kind of flexible, dynamic, long-range United 
States trade policy needed to counter the Soviet offensive. 

The other compelling reason for a long-range extension of the act is, 
of course, the prospect of the European Common Market which will 
come into being over the next few years. Specifically, the common 
external tariffs of the Common Market will be in the process of 
negotiation over the next five years and will reach a crucial stage at 
three years from now. 

A trade agreement act that expired precisely at that time would 
have the effect of hobbling the negotiations by which the United 
States can hold its place as an exporter to the European market. 

It is not only good international policy but stern self-interest which 
requires us to keep our best tool in full working order for these pur- 
poses. For this reason, also, while we would advocate a permanent 
authority, we feel that a 5-year extension is indispensable. 

Mr. Chairman, we urge you to look at this as a question of the 
highest importance affecting the national and international policy 
of the United States. 

As you listen sympathetically to those for whom increased imports 
create serious problem—and less sympathetically, we hope, to those 
seeking merely a windfall of protection—we urge you to decide the 
case in favor of the national interest. We hope you will decide to 
approve H. R. 12591, with an adjustment assistance program added, 
as the minimum that will serve that interest. 

Senator Lone. Mr. Hollander, what is your view with regard to 
industries and commodities that are essential to national defense? 
Do you believe that we should continue to produce these commodities 
in quantities sufficient to supply our wartime needs? 

Mr. Hotianper. Senator, I adverted to that on the second page 
of the testimony, saying that the national interest has sometimes 
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required, especially the national defense, or national security has some- 
times required action at variance with this kind of trade program, and 
that we recognize particularly the necessity to keep if not production, 
then the facilities which will make possible production, though I must 
say I am bound to call your attention to the view that is more and 
more widely expressed, sir, most recently I believe by Professor 
Galbraith in his new book that if, God forbid, there should be another 
war, it will not be a long war of production and of the economy as the 
Second World War was, but that in a full-scale nuclear war, we would 
never have a chance to mobilize our productive facilities, so that it 
would seem that we would need to keep those facilities in condition 
for whatever emergency might arise. 

Senator Lone. In the event of another war, we may have to fight 
the war with what we have on hand when it begins. That is one 
point I have made in connection with fuel oil and gas. It is not 
possible during a war to allocate the steel and the productive facilities 
to make the equipment with which to drill wells. You have to have 
enough fuel when the war begins to fight during its early phases. 
If you do not have enough oil to get that far, you have lost the war 
anyway. 

fr. HoLLANpDER. Senator, it has seemed to me that there was a 
case to be made for conserving that oil for just such emergencies 
when we might be cut off from overseas supplies, and using the over- 
seas supplies while we still could. 

I am not sure what the advantages from the national defense might 
be of one course as against the other. 

Senator Lone. For the last 20 or 30 years, the actual money re- 
serves of oil have been enough to last the Nation for about 23 years. 
As those reserves have been depleted, discoveries have increased, and 
there is every reason to believe that there is as much oil between 
10,000 feet and 20,000 feet as there is between the surface and 10,000. 

In other words, we have developed perhaps less than half of the 
known reserve, and there is a great reserve we have not found at 
10,000 feet. 

Much of that is high-cost oil as compared to oil produced in foreign 
countries. 

Saudi Arabia has a very low production cost, even lower than that 
of Venezuela or Canada. If we put ourselves in the position that we 
rely upon that oil, however, we will not be developing our own reserves. 
The crucial point is that we cannot develop our reserves in just a 
few months. It would take a number of years. Even 5 years would 
not give you sufficient time to develop the reserves that you would 
need to fight a war, and, by that time, the war would be over. 

I take it that you see the need of having an oil industry that can 
meet the Nation’s requirements in the event of war? 

Mr. Hotianper. Yes. 

Senator Lona. How about the program of spreading? It seems to 
me that it would help consumers if we increase imports that spread 
the competitive effect. Would it seem fair to you to try to reduce 
tariffs in such a way that all industries in which foreign nations can 
produce as cheaply as the United States would bear their share of 
foreign competition? 

Mr. Ho.ianper. Well, in a free market, Senator, as we hope we 
have in the United States, you have to leave this in the last analysis 
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to the consumers, both the individual consumers and the business 
consumers as to where their preference lies. 

It may be that they greatly prefer American automobiles let us say, 
to foreign automobiles, but it may be that they prefer Swiss watches to 
American watches, and I do not know how in a free, dynamic economy 
like this you can order the kind of spreading that you speak of except 
through some governmental action which will cushion the effects on 
the people who are most directly affected if it affects them seriously. 

Senator Lona. I think that as long as an industry is exporting a lot 
more than it is importing, it has little need of additional tariff pro- 
tection. I wondered if you felt that way. 

Mr. Hotianper. Yes, indeed. 

Senator Lona. Frankly, unless and until you can put into effect 
the sort of program that you are advocating, a program which has 
very little possibility of being enacted now and which provides relief 
for all the individuals and industries that we forced out of business, 
people are going to resist any increased trade that drives their in- 
dustries out of business and their people out of work. I am sure you 
would agree that that would be the case. 

It seems to me that the best way to expand foreign trade is to 
require that tariffs be reduced in industries where exports exceed 
imports. Would that seem fair to you? 

Mr. Hotianper. Yes. 

Senator Lone. There was a proposal 3 years ago that we suspend 
tariffs on articles that are imported into this Nation in negligible 
quantities. 

How would you feel about that today? 

Mr. Hotuanper. Well, except if the tariffs are very high, it would 
not seem to me that this would very likely expand trade very much, 
because if they were much in demand in this country, they would not 
be imported except in negligible quantities. 

Senator Lone. My guess is that at the time that statement was 
made automobiles were in that category. 

Compared to the volume of the industry the imports of foreign 
automobiles 3 years ago were in negligible quantities. 

Mr. HoLuanper. Yes. 

Senator Lone. But nowadays there are considerable imports. 

In dollar volume, however, the imports still do not approach the 
exports of our automobile industry. 

I have the impression that you would increase trade if you let other 
people compete in the American market and gain a certain acceptance 
for their product. If they were to gain a sizable portion of the 
market, however, the domestic industry would be entitled to more 
protection. 

Mr. Ho.iianper. Well, there is another course that domestic in- 
dustry can take, Mr. Chairman, and it seems to me that perhaps 
automobiles illustrates the point I was trying to make so briefly, and 
that is the reaction in a competitive economy to this kind of competi- 
tion. 

I think the automobile industry as far as I know has reacted not by 
asking higher tariffs but by asking itself should it not itself manufac- 
ture small cars of the kinds that are being imported, and this kind 
of competition I regard as healthy, and it may lead the automobile 
industry to a reevaluation of its products which on the whole is the 











386 TRADE AGREEMENTS ACT EXTENSION 


way competition is supposed to work, and I think this is all to the 
good. 

Senator Lone. Senator Malone. 

Senator Matonsg. What is the Committee for Democratic Action? 

Mr. Houuanper. It is an organization for political action, Senator, 
consisting of something over 40,000 individuals throughout the country 
who are generally in favor of what we call a liberal political and eco- 
nomic domestic and foreign policy. 

Senator MaLonn. You operate in all the States of the Union? 

Mr. Houtuanper. Just about. 

Senator Matonr. What States are left out? 

Mr. Houianper. I would not be able to answer that offhand with- 
out looking it up. I think we have members in every State. 

Senator MaLtong. Would you do that and give us a list of the States? 

Mr. Houuanper. Yes; of course. 

Senator Martone. If you would; and if you have a president or 
manager in each State I would be very glad if you would furnish it 
for the record. Would you do that? 

Mr. Hoititanper. We do not have chapters in every State, Senator. 
In some States we have what we call members at large. 

Senator MaLtone. Where you do have a chapter there is a manager? 

Mr. Hotianper. Or an officer; yes, indeed. 

Senator Matone. Furnish us that, if you will. 

Mr. Hoituanper. Yes, indeed. 

Senator Matonsg. And you say for political action. How do you 
go about this political action? 

Mr. Hotzanper. Well, political action in the broadest sense, 
Senator. This is an organization of people who believe that by en- 
gaging in political action at home, through elections and through 
trying to influence legislation, it can bring about the accomplishment 
of the objectives that they believe in. 

Senator Matone. And your objectives; do they include foreign aid, 
the billions to help Europe and Asia? 

Mr. Hoiuanper. Yes, indeed, Senator. 

Senator Matong. They include free trade, that is the 1934 Trade 
Agreement Act which has been extended 10 times. 

Mr. Hotianper. Yes. 

Senator Matone. Does it embrace continued inflation that we 
have had? 

Mr. Hoiuanper. No, indeed. 

Senator Matone. Do you think that is a good thing? 

Mr. HotuanpeEr. No, indeed. 

Senator Matonse. Apparently no administration has tried to slow 
it up very much. It started when we went off the gold standard 
and began to print money without anything behind it, and then by 
raising the debt limit continually. I suppose there are many factors, 
but as long as Congress continues to raise the debt limit, and as long 
as the Federal Reserve Board which Mr. Martin heads can, as he 
recently testified, put more money in circulation or take some out of 
circulation through various manipulations, as long as they can fix the 
stock-market margin from 100 percent to no margin if they want to, 
they can just about control the economy. Don’t they do that here in 
Washington? 

Mr. Hotianper. No; I would not say so, sir. 
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Senator Matone. You wouldn’t? 

Mr. Hotzanver. No. 

Senator Matongs. You wouldn’t? 

Mr. Hoxzanper. No. 

Senator Matonr. What else do you think they would need to 
control it? 

Mr. Hotianper. Well, Senator, we have seen during the war the 
extent to which the Government can go without entirely controlling 
the economy. The kind of indirect control or the indirect means of 
influencing the general economic climate which is common not only 
to the United States but to almost every other country through its 
central bank and its monetary system is very far from controlling 
the entire economy. 

Senator Matone. Very powerful. 

Mr. Hotianper. If they could control the economy, no doubt they 
would not permit some of the things that they now have to put up 
with, that we all have to put up with. 

Senator Matonr. What are some of those things? 

Mr. Hotianper. The high rate of unemployment, for example, and 
the increase in prices. 

Senator Matong. That is inflation; is it not? 

Mr. Hotuanper. Yes. 

Senator Matong. Don’t you think it causes inflation when they 
say that the industries need more money in circulation? I forget 
the phrase Mr. Martin of the Federal Reserve Board uses, but he 
can estimate what he thinks is needed and put it into circulation. 
He testified to that. 

Mr. Hotuanper. Well, of course, Senator, at the moment I believe 
what we are suffering from is deflation, not inflation. 

Senator Matone. What? 

Mr. Ho.titanper. We are suffering from a recession now, not from 
an inflation. 

Senator Matone. Some people have other names for it. What are 
some of the names that they use out there where the folks are? 

Mr. Howzanper. I have heard it called recession. 

Senator Matone. Where do you live? 

Mr. Hoitianper. In Washington, D. C. 

Senator Matone. Where are you from? 

Mr. Ho.uanpeEr. I was born and raised in Baltimore, Md. 

Senator Matone. A fine town. Lots of people work for a living 
over there. 

Mr. Hotitanper. Yes; I did myself. 

Senator Matone. You have studied this act. How long has vour 
organization been studying it? 

How long have you supported it? 

Mr. Houtianper. Every since we have been in business, Senator, 
which is 11 years now. 

Senator MaLoner. Time does pass; doesn’t it? Now you mentioned 
that with our high efficiency in American industry, you indicated that 
we could compete with pretty near anybody regardless of wages—or 
did I get the wrong idea there? 

Mr. Ho.tianper. Well, as a generalization I think the American 
economy competes very successfully. I did not say this was true of 
every industry, but it seems to me that there is ample evidence that in 
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spite of paying very high wages because of other economic advantages 
which we enjoy we have on the whole competed very successfully. 

Senator Matone. What is to keep American investors that go 
abroad, as for example Mr. Ford, from taking all the know-how and 
installing the latest plant for manufacture? Do you have any idea 
how they go about it in a plant abroad? 

Mr. Hotuanper. I have seen some, not many. 

Senator Matone. Did you every hear that the latest plant of any 
kind, wherever it is built, whether it is in Siam, Chile, Argentina, or 
England, is the best in the world in that particular category? 

Mr. Hotuanper. No. 

Senator Matonz. Well, I have some news for you. That is true. 
And they do not hire the doorman to go over and put these plants 
in or hire anyone there who is using old machinery. American 
industry has sent more than $50 billion abroad for investment 
since World War II, and in every case in every nation in the world 
they took a look at a lot of the industry and in every case the new 
plant is the best. What did you used to do when you worked in 
plants, or where did you work? 

Mr. Houianper. I worked in a retail business in Baltimore. 

Senator Martone. Retail sales? 

Mr. Honuanper. Yes, sir. 

Senator Matonr. What they do is to take anywhere from 2 to 5 
percent, sometimes as much as 7 percent, of trained workingmen 
from an automobile factory or from a textile factory or from a mine 
here, and they take them to this new plant. These men then train 
the workingmen of that area. Did you ever hear of that business? 

Mr. Hotuanper. Yes. 

Senator MaLonz. You know they do that? 

Mr. Houianper. Yes. 

Senator Matonr. Then with their methods these days of piecework, 
one man does not bave to know how to make an automobile. He 
just has to know how to put that particular part together; does he not? 

Mr. Ho.uanper. Well, he has to know a great deal more than that, 
Senator. I mean he has to be a well-educated man, able to read 
elaborate instructions and to read gages and blueprints and graphs. 
I have been abroad and seen the disadvantage at which other coun- 
tries operate because their workers are not so well educated and not so 
sophisticated as ours. 

Senator Matonge. Well, it could be you ought to go again. 

Mr. Houtanper. Well, I will be glad to. 

Senator Matone. American capital does know how to handle the 
situation, and they are using the latest machinery, the latest methods, 
everything, so that plants like the iron mines in the Bolivar Mountains 
in Venezuela—just taking it as an example because there is no real 
difference in anyplace where American capital goes—they have that 
large rock- and earth-moving machinery just as large as we have in 
this country. They have a driver on this piece of machinery that 
moves just as much dirt and rock as anybody here. 

They have methods of drilling and shooting down this material that 
would do credit to any mine you would find in the United States. 
You know that, of course? 

Mr. Houuanper. Yes. 
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Senator Matone. Then when you finally come down to it, and I 
hope you will examine the situation a little further, the difference is in 
the low water transportation and the difference in the wages—taking 
into account the difference on the Equator where some of the folks 
do not do quite as much work, but in the temperate countries such 
as England, Scotland, Japan, there is not much difference. 

About all the difference there is when you get right down to it are 
the wages and low water transportation. I want to leave that 
with you. 

Mr. Houuanper. Is that not also extremely rich ore, Senator? 

Senator Matone. Some of it, and so it is in Brazil with manganese. 
And in Japan they are making titanium, which has a high weight- 
strength ratio and is highly heat resistant. They were making about 
half of the titanium used in the United States in Henderson, Nev. 

I just want to mention one thing that has very little to do with 
the richness of ore. The other half of our titanium consumption 
was made in New Jersey by the Du Pont Co. and it was increasing 
in use pretty fast. But last year we imported more titanium from 
Japan at 20 cent an hour labor than they were making at Henderson 
with the cost of labor about $2.75 an hour. They were very fine 
people who were working there, sending their kids to school, paying 
their taxes, and having a little fun, a lake right back of them a hun- 
dred miles long where they could go and do a little fishing and various 
things. But last year 500 of them were laid off. There is nothing 
that evens the cost of production between Japan and the United 
States in that material, and we find that to be true of most of the 
materials that are sent from there. Now I was very much interested 
for that reason. 

Twenty-five or thirty years ago what you have said may have 
been true. Today it has entirely upset the balance. Of course, I 
deplore the cheap labor products sold to this country, because the 
only way one can stay in production here is to have either a fixed 
price or tariff that makes the difference in the effective cost of labor 
and the cost of doing here and in the chief competing nation. They 
cannot fight without it. 

I think they destroy the United States of America when they 
acknowledge that that is the only right anybody has to be in business. 
Did you know that the President can trade a part of or all of any 
industry he wants in order to further his foreigh policy if it involves 
a change in the duties or tariffs? 

Mr. Hotuanper. Do you mean by this, Senator, that the President 
in making decisions under the act can take into account the interests 
of United States foreign policy as well as tariff and economic policy? 

Senator Matone. And if he considers it more important he can 
sacrifice that industry. 

= Houianper. Well, sir, only to the extent that Congress can 
also. 

Senator Matone. Within the limits set down in the act. 

Mr. Houuanper. Yes. 

Senator Matone. You understand that, don’t you? 

Mr. Houtanper. Yes, surely. 

Senator Matone. Do you also understand that the foreign countries 
do not need to keep their part of the agreement as long as they can 
show they are short of dollar balance payments? 
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Mr. Hoxiuanper. There are a number, if I am not mistaken, 
Senator, a number of escapes under these agreements which we or 
they can avail themselves of. 

Senator Matone. This has nothing to do with that part of it. I 
only ask you if you do know that they do not need to keep the agree- 
ments at all if they can show they are short of dollar balance payments. 

Mr. Hotianper. And we have, I believe, the right to then ask for 
renegotiation of the concessions that we have. 

Senator Matone. Would you please answer that one question and 
then we will pass on to the next. 

Mr. Houuanper. Yes. 

Senator Matong. You do know that, don’t you? 

Mr. Houuanper. Yes. 

Senator Matone. That’s very helpful of you and I admire you for 
your stand. I admire anybody that stands up for what they think. 
I only ask that they consider the evidence and stand by their convic- 
tions if they still believe them on the Senate floor, as in this committee, 
we finally vote and nobody gets mad at anybody although we may be 
a little disappointed at times. 

Now since those two things are established, it means that you can 
remake the industrial map of the United States under this act. Would 
you agree? 

Mr. Hotianper. No, sir, I would not agree. 

Senator Matone. Let me explain it to you. 

You did have a crockery industry in Ohio, just for example, did 
you not? 

Mr. Hotianper. Yes. 

Senator MaLone. Where is it now? 

Mr. Houuanper. Greatly diminished. 

Senator Matong. What? 

Mr. Ho.uanper. It is greatly diminished. 

Senator Matone. If you have a wife, and I presume you do, ask 
her to go down to the stores wherever you live and see where the 
crockery comes from and you will know why it is not only greatly 
diminished, but is practically extinct. It comes from Japan and 
Germany. I do not blame the American manufacturers who go 
abroad and buy these plants and profit by cheap labor. Commerce 
makes it profitable. 

Now do you believe that it is a subsidy to an industry to have a 
fixed price or a tariff or duty as it is called in the Constitution of the 
United States in article I, section 8, that merely makes a difference 
in the effective labor cost and the cost of doing business here and in 
the chief competing nation? Do you believe that that is a subsidy? 

Mr. Hoitianper. A subsidy, did you say? It is a tax. 

Senator Martone. Many call it a subsidy. 

Mr. Houianper. It is a tax on the American public. 

Senator Matone. Yes, it is. 

Mr. Hoiianper. For the benefit of that industry. 

Senator Martone. Let’s think it through a little further. 

I was going to try to help you. We can get a $2 shirt from Japan, 
can’t we, and a pretty good shirt although probably not as good as 
the one I am wearing which cost me $5 or $6. 

Isn’t that about right? 

Mr. Hotztanper. This, I don’t know, Senator. 
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Senator Martone. Well, for your information, I will tell you that 
is true. 

Mr. Hottanper. There are $2 shirts on the market. 

Senator Martone. From Japan. I don’t blame the American 
manufacturers who set up those textile plants with high-class ma- 
chinery. 

I was in China, Japan, and everywhere, but these shirts are coming 
from our machinery. 

You do know that we have put out about $70 billion to foreign 
nations since World War II, to bring their plants up to date and 
build up dollar balances against our gold reserve and to pay off a few 
dictators and things? 

You know all this. 

Mr. Houtianper. I thought the figure was 56 billion, but it is a 
very large sum. 

Senator Matong. It is past 70 now, but I hear bandied about 67 
or 68. 

It wouldn’t be very much difference when you get past 50. Then 
you do know that more than $50 billion have been expended by Ameri- 
can corporations and individuals in building such plants and in invest- 
ments abroad to use the cheap foreign labor and bring this stuff back 
under the lowered tariffs that you‘are hoping to promote now? 

You do know that? 

Mr. Hotuanper. I believe that a very large part, Senator, of the 
American private investment abroad has been in the development of 
raw materials rather than in factories. 

Senator Matone. I have some news for you. In Japan, England, 
other nations, a lot of it is in the mines, a lot of it is in raw materials, 
but much of it, and I could not tell you the proportion, but a very 
great proportion is in manufactured goods like the automobiles which 
are coming back. 

I suppose you know of some of these large automobile plants? 

Mr. Hotianper. Some of them. 

Senator Matone. Could you suggest who they might be? 

Mr. Houanper. It is well known that Ford and General Motors 
have European subsidiaries. 

Senator Matone. I do not blame General Motors and Ford. 

Four or five years ago, I stated on the floor that there were 26 
foreign plants owned by the Ford Co. Mr. Ford is a freetrader. I 
don’t blame him at all. 

I simply blame the Congress which makes it profitable. 

Then, if you are going to do anything to protect the wages in this 
country and the standard of living, you w ould 1 probably admit that it 
ought to be on a principle, or would you? 

Mr. Houuanper. Senator, the Reciprocal Trade Agreements Act 
has been in effect, I believe now for over 20 years. 

Senator MALone. 24 years. 

Mr. Houttanper. And during that time there has been almost 
uninterrupted increase in the American standard of living, in the level 
of American wages and in employment and an almost uninterrupted 
expansion in the American economy, even taking into account the 
increase in population. It is extremely difficult to build a case against 
the Trade Agreements Act on the basis of what has happened in the 
American economy since it was enacted. 
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Senator Matone. Yes, it was until rather recently. You see, we 
had two wars, didn’t we, or did we? Do you recall? 

——. Houuanper. Yes. You are referring to World War II and 
orea. 

Senator Matone. The police action there that murdered those 
kids. We wouldn’t let them win and wouldn’t let them lose. 

And preparations for war, do you think that that has had any 
effect on the economy? 

Mr. Hotianper. I think it has drained off a great deal of the 
productive capacity of the economy that would otherwise have been 
put to peaceful uses. 

Senator Matone. It has drained off quite a few boys, too, hasn’t it? 

Mr. Hotuanper. It certainly has. 

Senator Matone. Did it hold the economy up in the buying of 
American products for the two wars and the preparation for war now? 
Do you think it is having any effect on the economy? 

Mr. Hotuanper. Yes. As I say, I think it is making it impossible 
for us to build the houses we ought to have, the schools we ought 
to have, because we have to divert those resources, necessarily but 
unfortunately, into defense purposes. 

Senator Matonr. Yes. What did we expend for defense this fiscal 
year, about $40 billion to $45 billion, was it? 1 

Mr. Houtuanper. $40 billion, I think, is the budget figure. if 

Senator Matong. Next year, it will be about $55 billion, will it not? 

Mr. Hotuanper. I ronald’ ’t be surprised. It will be a very large 
sum. 

Senator Matone. We might level this thing off a little by that raise 
in expenditures of $15 billion. It might even bring the economy up 
a little, but we are still living under a war economy, aren’t we? 

Mr. Honnanper. Partially. It is, certainly, not a war economy. 

Senator Matoner. Well, by and large, it is a war economy. We 
will, maybe, agree on that part of it, wouldn’t we? | 

Mr. Hottanper. Yes. ty 

Senator Matone. I think we are like a two-bottle man. For 2 | 
years he has got up to that point, and one morning he gets up and 
feels a little worse, so he takes another pint, but he is still living on 
the bottle, and he is afraid to quit because he knows, if he does, he 
will go to ‘the hospital, and he doesn’t quite have the guts to do it, 
and it could be that we are very close to that. Now, let’s talk about 
this 4% million people involved in foreign trade. 

Senator Lone. 1 am not sure I heard the witness answer. Did you 
respond to that statement about the bottle? 

Senator Matone. I think he understands. 

Mr. Houzanper. I certainly don’t agree that this is the way the 
economy is operating. 

Senator Martone. No; I know you don’t, but I have some news 
for you. By spring, we ‘will all know what we are living on, if at all. 
Right now we have about 6 million unemployed, or 5% million, do 
we not? 

Mr. Houuanper. Yes. 

Senator Matone. I know where a lot of them are, individually. 
It runs in my mind that there were, at the last count, and I will 
correct this for the record, 243 depressed areas, depressed mostly 
through imports just like crockery, glass, minerals, and many other 
products, 
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The boys are out of work. They are on the street. We ignore it 
all we can, but in my State it is pretty hard to ignore. Now, it is 
going to come up, of course; we all know that. I don’t know it, but 
all the economists do. Now, you go ahead and tell me about this. 

Mr. Houuanper. I was only going to say, to a very great extent, 
these depressed areas we speak of are areas that are depressed be- 
cause their natural resources have given out, like the coal mines and 
some of the timberlands. 

Senator Matons. Oh, my God, you really don’t mean that, do you? 

Mr. Hotuanper. Of course, I mean it. When you think of eastern 
Pennsylvania, when you think of places like Cumberland, Md., and 
the Upper Peninsula of Michigan, the cutover lands. 

Senator Matonz. When you think of Ely, Nev.? 

Mr. Houianper. I don’t say that there were none of these that 
were related to imports. Iam simply pointing out that, in most cases, 
this is an exhaustion of raw materials or an absence of resources in 
the area to support the population. 

Senator Matonr. It will be great news to many of these depressed 
areas, because they are figuring on maybe getting some of this mone 
to retrain the workers who are out of work because the material is 
coming in; not the coal, but oil. 

Our chairman has questioned you here a little about that. All you 
need is either a fixed price, which I don’t favor, except if you can’t 
get anything else, or a tariff to make the difference in the wages and 
the cost of doing business here and in the chief competing country on 
oil in the various classes, the breakdown which the Tariff Commission 
is fully able to do. 

And the oil business in this country will increae from 8 days a month 
or whatever it is they are working now, and the coal business will 
increase. 

Mr. Ho.tuanper. Not if it loses its export markets, Senator. 

Senator Matong. You have lost your American market now. 
You lost your export market when you took the dollar off of any base 
it ever had and, through inflation, you lost the export market except 
when you pay subsidies. 

Mr. Ho.Lianper. Senator, the shift from coal to oil was a develop- 
ment that was going to come, and no tariff in the world could have 
stopped it. The coal-mining industry is suffering from a vast and 
long-drawn-out technological revolution. 

Senator Matong. My friend, no one ever objects to one industry 
in America substituting for another. 

Mr. HoLuanper. Well, is the coal miner any better off if his un- 
employment arises from the competition of American oil or the com- 
petition of foreign oil? The point is what we need to do—— 

Senator MaLone. We never object. 

Mr. Houuanper. Is something to help the coal miner and get him 
out of the fix he is in, and what difference does it make to him whether 
it is from foreign competition or domestic competition? 

Senator Matone. To me, there is a difference in principle. When- 
ever there is a newer way invented by America or anyplace else, but 
used here, and one industry is displaced by another American industry, 
no one has any kick coming. It is only when they use the cheaper 
labor to do it. 
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So, if your oil reaches the price that it probably would reach if you 
had a tariff to make the difference on each class of product or a fixed 
price—and I don’t like a fixed price, but it would be preferable to 
nothing—your cheap-labor oil will displace both domestic coal and 
domestic oil. Your oil on an American price won’t displace as much 
-~ as the cheap foreign labor price, and that is all anybody is talking 
about. 

They are not talking about an industry in this country displacing 
another industry in this country through higher efficiency or a different 
way of producing heat. 

You may have uranium taking the place of both oil and coal one of 
these days. 

Mr. Hotianper. That is right. 

Senator Matong. But who is going to object if the uranium comes 
from America? 

Mr. Hoxtzanper. The man who is thrown out of work is going to be 
just as much out of work. 

Senator Matoneg. But he is not going to object. This has been 
going on for 150 years before you had this free trade. All I want to 
do is talk about the subject. 

Now, we are and have been going to the Belgian Congo, Canada, 
and every place else for uranium, while it is running out of our ears 
in the United States of America. You probably didn’t know that, 
did you? 

Mr. Hottanper. Yes. 

Senator Matone. I don’t object at all if they mine uranium in this 
country and have a tariff that makes up the difference in labor and 
production costs here and in any other countries and it displaces 
anything. I won’t say a word, and I don’t think you would. 

Mr. Houuanper. If the oil can be more efficiently produced, and 
T am not talking about labor costs, I am talking about the output, 
the rate of productivity of the wells, somewhere else and brought to 
this country, why should the American people have to pay more for 
oil in order to perpetuate some industries that ought to be allowed 
to 





Senator Matong. Expire? 

Mr. Hotianper. Well, to take their course along with others. 

Senator Matone. I am glad you made yourself clear. And I have 
a further piece of news for you that I want you to take home with you. 

All of the history of American and foreign production in furnishing 
American markets is that when our own industry is gone the foreign 
importers take what the traffic will bear and the consumer that you 
are so concerned about does not get the advantage. 

Now I am just giving you that to think about. I am very glad 
that you are here. I am glad to know that you think cheaper produc- 
tion in any country in the world that can displace production here 
is a right thing to do, and that you consider that the overall foreign 
policy of the administration, and the administration itself, not the 
Congress, should be the judge. 

You do believe that? 

Mr. Houuanper. Yes, sir. 

- Senator Matong. Thank you very much, Mr. Hollander. 

That concludes the witnesses for today. 
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As announced by the chairman, Senator Byrd, the committee will 
meet again at .10 o’clock tomorrow morning. 

(By direction of the chairman, the following is made a part of the 
record: ) 


STATEMENT OF WALTER M. RinGER, MINNEAPOLIS, MINN., APPROVING 5-YEAR 
EXTENSION ProvipED IN House Bru 12591 


TI would appreciate the opportunity of expressing my personal views in suppor 
of the Reciprocal Trade Agreements Act. do not pose as an expert, but simply 
as a businessman and an average American citizen, interested in, and advocating 
expansion of, international trade for our country. 

am chairman of three small family-owned companies in rather diversified lines; 
the Foley Manufacturing Co. of Minneapolis, Minn., manufacturing automatic 
saw filers and grinders, rotary lawnmowers, and a line of Foley kitchen utensils; 
the Goodall Co. of Warrensburg, Mo., manufacturing rotary lawnmowers; the 
Ringer St: Croix Co., with plants at Stillwater and Park Rapids, Minn., manu- 
facturing uniform jackets for the Future Farmers of America, and a line of parka 
jackets for the retail clothing trade. 

I am president of the Minnesota Development Corp., recently organized by the 
Minnesota Bankers Association, to encourage and finance small industries in 
Minnesota. 

In 1943 I helped to organize the small-business committee of the Department 
of Commerce. I served as vice chairman for 3 years. 

Since 1946 I have been a member of the Business Advisory Council to the 
Department of Commerce. 

In January 1953 I left our business and headed a team evaluating foreign aid 
in Denmark. 

On my return from this assignment, I became regional director for Europe in 
the Foreign Operations Administration. I served in this capacity until November 
1954. During much of that time I had direct contact with the 16 countries in 
the European division. 

I believe the 24-year history of the Reciprocal Trade Agreements Act has helped 
to make the United States the greatest trading nation in the world with a total 
volume of exports in 1957 approximating $19)4-billion, with imports approximat- 
ing $12 billion. 

Ours is a consumer-directed economy—one reason why it is the richest in the 
world. If the consumer is to remain sovereign, he must have freedom of choice 
among all competitors. His choice must not be restricted—his prices must not 
be raised by pressures of a few. Should that happen, our economy would be 
different and far less productive than we have known. 

Our economy is not self-sufficient. The United States must depend on trade for 
many neeessary materials. It would be very short sighted not to follow the course 
of expanded trade. 

Protectionism strikes at the real bases of American wealth; it temporarily 
protects a few at the eventual expense of the many but it does even more. In 
the long run it strikes at the United States own interests in the world and in the 
peace of the world. 

In self-interest the United States must be concerned with the political fate 
of other nations. By encouraging trade expansion it could help provide the 
actual bases of wealth elsewhere, thus giving other nations tangible reasons for 
shunning communism. 

All Americans share in the benefits of world trade. The production of the goods 
that our industry and agriculture sell abroad creates many jobs for American 
workers who, in turn, buy things produced by other countries. Employment 
opportunities are also expanded by the handling and processing of imported 
goods, especially the imported raw materials that are essential to many industries. 

Farmers depend greatly on foreign sales. In 1956 one-fifth of the United States 
cropland produced for foreign markets. About 11 percent of our total farm 
production is exported each year. Export sales, which are of critical importance 
for some farm commodities, absorb over a third of the wheat and rice crops, nearly 
a third of the tobacco and the fat and oil production, and a seventh of our 
cotton output. Over $400 million of farm products, food, and fibers were exported 
to Germany in 1957 alone. 

We in Minnesota are concerned with export trade. In January 1958, about 
63 percent of the total number of Minnesota workers in manufacturing industries 
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were employed in the major industries producing goods which the United States 
exports in greater quantities than it imports. 

Table 1, which is a part of this statement, contains statistics which illustrate in 
a striking manner the importance to the welfare of the State of 11 leading Minne- 
sota industries producing goods which the United States exports in greater volume 
than it imports. 

Total United States exports of products of these industries were valued at $4.2 
billion in 1954 and over $6.2 billion in 1956. Assuming that Minnesota shared in 
this national export trade proportionately to its importance as a producer, the 
value of exports of these commodities produced in Minnesota was somewhere in 
the neighborhood of $70 million in 1954 and over $105 million in 1956. 

Minnesota is an important producer of a number of major export commodities. 
The statistics in table II, which is attached, illustrate the importance of exports 
to the leading Minnesota farm products. 

The total value of the Minnesota production of the commodities listed in table 
II was over $1.06 billion in 1954. The exportation of these commodities benefits 
a large proportion of the individual farms in Minnesota. 

Our export trade also increases the domestic market for Minnesota agricultural 
products. Industrial production for export in Minnesota and all other States 
adds importantly to the employment, wages, and purchasing power in the cities 
and towns where Minnesota farm products are sold, and directly increases the 
prosperity of Minnesota farmers. 

In addition to the Minnesota enterprises which produce exports, a large number 
of enterprises in the State have a very important stake in moving, storing, and 
financing such goods. 


TaBLE 1.—Principal Minnesota industries manufacturing commodities imported 
in United States export trade 
[Values in dollars] 


Minnesota, 1954 United States exports 


Number of| Wages and | Value added 
y 


Manufacturing industries 


employees salaries b 1954 value 1956 value 
manufacture 
1. Meat products..............- 18, 346 $80, 672, 000 | $136, 957, 000 $60, 800, 000 $95, 900, 000 
2. Electrical machinery---.--.---- 6, 680 27, 893, 000 48, 718, 000 598, 800, 000 747, 400, 000 
3. Apparel and related products-| 8, 971 24, 858, 000 38, 962, 000 621, 500, 000 629, 700, 000 
4. Primary metal industries____. 5, 339 23, 810, 000 30, 099, 000 515, 700, 000 | 1, 067, 800, 000 
5. Fabricated metal products___- 9, 707 40, 907, 000 72, 259, 000 341, 000, 000 468, 100, 000 
6. Tractors and farm machinery- 5, 404 21, 586, 000 41, 228, 000 403, 900, 000 417, 600, 000 
7. Service-industry and house- 
hould machines._-_....---- 5, 808 23, 675, 000 46, 811, 000 118, 000, 000 134, 600, 000 
8. Dairy products_-._.......__-- 10, 316 36, 936, 000 72, 072, 000 81, 300, 000 149, 700, 000 
9. Grain-mill products....._.__- 5, 128 21, 743, 000 51, 390, 000 749, 800, 000 | 1,338, 500, 000 
10. Canning, preserving and 
SL ho tied stains 2, 328 6, 841, 000 17, 722, 000 271, 600, 000 370, 600, 000 
11. Construction and mining 
ET sive ki csiss anne 2, 959 13, 741, 000 21, 627, 000 447, 500, 000 786, 600, 000 
intial aah tinea bets bine 80,986 | 322,662,000 | 577,845,000 | 4, 209,900,000 | 6, 206, 500, 000 





Norte.—National employment in same categories: 4,537,276. 
Source: Census reports. 
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TaBLE II.—Principal Minnesota agricultural products important in United States 
export trade 


[Value in dollars} 


Minnesota United States exports 





Agricultural commodities 
Number of Production, 1954 value 1956 value 


farms, 1954 1954 
Total number of farms--_..............- WE BP Gindntn naciechuscactncecuguast«bsbaesaaaeee 
Crops: 
ee sanbickntieee cies ieatat 126, 101 $340, 864, 685 | $130, 363,000 | $182, 406, 000 
Ch 2 kiln ceaanainmtiniietin kick aaaaedibe 126, 704 111, 262, 816 975, 000 21, 682, 000 
BS. Scccrdid indadenkd SAGO cake eebecee 22, 325, 272 350, 022, 000 694, 465, 000 
INN, ite ids cach she tae 55, 921 96, 378, 492 132, 319, 761 177, 611, 846 
Ne a actaihintnntcn lip aacggiiomenin onsale eek 29, 235 25, 561, 000 24, 417, 496 32, 056, 220 
pe ETE SSE es Se Ee 22, 837 29, 925, 912 27, 279, 000 91, 483, 000 
Livestock and products: 
SRLS SRR tan pert ee eee te See 1 97, 529 2 172, 275, 595 101, 000 532, 000 
REE MOINS 6. ccnccoduinncaneiatintadss 115, 021 198, 700, 310 81, 329, 000 149, 777, 000 
Ti icdtpenadindangtnnenkdie dies tikes 105, 267 65, 786, 901 17, 237, 000 19, 246, 000 
Racial 1, 063, 080,983 | 764,043,257 | 1, 369, 259, 066 
1 On hand. 
2 Sales. 


Source: Bureau of the Census reports. 


Practically every important industry in Minnesota is dependent upon imports 
to supply at least some of its essential raw materials. The principal large industries 
in Minnesota dependent upon imports are shown in table ITI, attached. 

In my own city of Minneapolis, exports amount to $50 million annually with 
annual imports of $25 million. Some 25,000 Minneapolis employees depend 
on export-import business for their livelihood. In St. Paul, the estimates indicate 
exports of approximately $114 million, with imports of $7% million. 

Unfortunately there is a tendency, not only in America, but in many countries, 
to throw up protectionist earthworks as soon as clouds of recession appear. In 
this connection it might be worth remembering that the imposition of the highly 
protectionist Smoot-Hawley tariff of 1930 had anything but a stimulating effect 
on America’s economy. 

During the years 1928 to 1930, we exhibited our saw filing machinery line at the 
Leipzig, Germany, Fair, and in those years sold several hundred thousand dollars 
worth of our machines in seven European countries. This business was lost 
almost entirely following the adoption in 1930 of the Hawley-Smoot tariff here in 
the United States, which resulted in the widespread ‘‘Buy in Europe” movement. 

To sell we must buy. If we are to have and keep friends in the countries of the 
free world, that are so necessary for its preservation, we must be in a position 
to sit across the table to negotiate on tariffs and trade. This can best be done 
under the Reciprocal Trade Agreements Act. 

As I have indicated, I have had some direct and intimate experience in the 
economic relations of the United States and the rest of the world, particularly 
Europe. Therefore, I direct this statement primarily to consideration of our 
relations with European countries and of the integral part in those relations 
played by the Reciprocal Trade Agreements Act at this time. 
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TaBteE III.—Selected Minnesota industries dependent in whole or in part-on imported 
products, 1954 


[Values in thousands of dollars] 























! 
Tariff appli- 
Value added cable ad 
Industries Number of | Wages and | to product in Imports important to valorem 
employees |_ salaries manufacture industry equivalent 
or 1949 
| imports 
Copper (except fabricated); () 
Machinery, except 23, 492 99, 930 178, 174 tin; chrome; asbestos; 
electrical. crude rubber. 
Electrical machinery- 6, 680 27, 893 48, 718 || Nickel and alloys---.-.....-- 3.9 
Fabricated-metal 9, 707 40, 907 72, 259 |) Zinc blocks, pigs, and slabs_- 7.8 
products. Aluminum metal and alloys, 14.3 
Transportation 6, 852 31, 165 63, 452 crude. 
equipment. Lead pigs and bars___._-..-- 8.5 
Antimony metal__.........- 3.0 
Mica, unmanufactured .- 17.9 
Printing and pub- 19, 450 85, 808 138, 625 | (Newsprint; tin.............- Tk (1) 
lishing. Lead pigs and bars. aaeil 8.4 
Paper and allied 15, 428 71, 226 173, 960 | {Antimony metal__._.._.._-- | 3.0 
products. 
Coconut oil from Philip- (!) () 
pines; lavender and spike- 
Toilet preparations. 1,141 4, 251 50,658 |} lavender oil: bergamot oil; 
|} rose oil or attar of roses; 
|} floral essences and con- | 
cretes. 
Goat, kid, sheep and lamb- ) 
Leather and related 1, 599 5, 307 8, 070 skins, raw. 
olin " } Quebracho SRO... n2cnd 5 
onfectionery prod- . aw cane sugar............. 8.8 
ucts. 1, 033 3, 094 5, 863 XG SD SS Ee eee eens (') 
ES Ln } 
Total.........- 85, 384 | 369, 581 739, 779 | 
1 Free. 


2 Internal revenue tax. 
Source: Census reports, U. 8S. Tariff Commission (preliminary data). 


As you, of course, know, the Governments of France, Germany, Italy, Belgium, 
Netherlands, and Luxembourg have formally ratified the treaties establishing, 
by progressive stages, the European Economic Community. They have agreed 
that in a period of 12 to 15 years, all tariffs and quotas presently imposed on the 
trade between these countries will be eliminated and that a common external 
tariff will be established at the average level of tariffs presently in effect. 

This means that at the end of 15 years, all merchandise, services, and labor 
will move with complete freedom within the 6-nation area but that imports from 
the outside (including the United States) must come in over tariff barriers at the 
average of those now existing. This will be the situation unless the United 
States, through the extension of this Reciprocal Trade Agreement Act, is prepared 
to negotiate a reciprocal reduction of those tariffs. 

The first stage of the formation of the European Economic Community will be 
a period of 4 to 6 years, during which existing tariffs within the Community will 
be reduced by 30 percent. Thus there is a rough correspondence between the 
proposal calling for a 5-year extension and 25-percent tariff reducing authority 
contained in if R. 10368 now before the committee and the schedule of the 
Common Market. 

The issue which is here posed is, I think, an extremely critical one for this 
committee and for the United States. The question, purely in terms of our 
export trade, is whether we are prepared to continue to try to leap a constant 
tariff wall, while our competition is enjoying regular and progressive tariff reduc- 
tion. 

The formation of the European Economic Community is a development which 
is potentially very favorable to the United States, provided we are prepared to 
negotiate with the Community for the reciprocal reduction of tariffs. 

We can be confident that in the long run the economic growth and higher 
standards of living, brought about in Europe by the vastly wider market area, 
will greatly enlarge our own export opportunities. It has always been true 
generally that our largest volume of trade is carried on with the most highly 
developed countries and those with the highest standards of living. As countries 
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develop, the number of products in which trade is possible multiplies, the more 
complex the economy the broader the trading possibilities, again provided barriers 
are reduced and the common interest fostered. This is almost certain to be true 
in the case of Europe. 

On the other hand, we must face the fact that if we fail to pass the reciprocal 
trade agreements extension in adequate form and thus are not prepared to carry 
out this reciprocal reduction, we may expect a gradual contraction in our exports. 
For us this would be a difficult adjustment with not only a serious effect on those 
United States industries in the export trade but on our general rate of economic 
activity. The tariff discrimination we would suffer under these circumstances 
could have adverse impact. 

The evolution and changes in the world and industry demand that we in the 
United States consider the increasing potential for trade of these countries in this 
changing world. The only means of maintaining and expanding world trade is 
through negotiations and trade agreements made possible by the conditions of our 
Reciprocal Trade Agreement Act. 

We must keep in mind that there are countries that want to sell European 
countries and represent competition willing to make agreements that will permit 
selling. Russia is now trying to make a new agreement for expanded trade with 
Germany. 

Europeans are watching closely what we do with the legislation before this 
committee for a guide as to the direction our foreign trade policy and our foreign 
economic policy will take. We cannot doubt that, what they conclude to be our 
intention will be a powerful influence on the direction their own plans take. 

In effect, they will have the choice—first, if we pass this trade agreements 
extension providing a full 5-year period and 25 percent tariff reducing authority, 
to decide that their own economic integration should proceed with full expectation 
that their economic and commercial relations with the United States will continue 
to be close; or second, if we fail to pass this legislation in meaningful form, to 
decide that they must proceed with their integration in a manner independent of 
United States interests. 

I am quite sure that there are many influential groups in Europe who have felt 
that a continued United States trade policy of liberalism and cooperation cannot 
now be relied upon—that they would be risking the economic welfare of all 
members of the European Economic Community to assume that a high and ex- 
panding level of trade with the United States will be possible in the future. 

These groups would certainly conclude, in the event of our rejection of this 
trade agreements extension, that a general multilateral trading system with a 
universal progessive reduction of trade barriers, will be impossible in the future. 
They would urge that Europe conduct its trade relations on a bilateral basis and 
proceed with its economic integration in the direction of what might be called 
regional nationalism. 

There can be no doubt that, were they to be successful in this advocacy—and 
it might seem to make good sense under the circumstances—it would represent 
a tragic loosening of the ties which bind us together—ties of common aspirations, 
of common economic welfare, of common security, of friendship. 

Then, too, they would be led to revise their views on trade with the Soviet bloc. 
With the possibilities of restricted trade with the United States, opportunities 
with the East would, of necessity, be fully explored. As that trade increased and 
with it European dependence on the East, both as a source of imports and a market 
for exports, our bonds would be further loosened. 

Undoubtedly the European Common Market is an outgrowth and development 
of the Organization for European Economie Cooperation, which I am sure you 
know about. 

Comprised of 16 countries, with the United States and Canada as associate 
members, it was organized and established a few years ago. This organization 
holds two meetings a year in Paris and maintains a permanent working organiza- 
tion. 

During my Government service, I attended these meetings and was much 
impressed with the fact that, for the first time in history, 16 countries were 
working together toward closer relations, both economic and fiscal. In my 
opinion it is essential that the United States continue to participate in such 
negotiations with these countries, more particularly since the Soviet bloc has 
initiated a new economic policy in dealing with other countries. 

In this short statement I have dealt with our relations with Europe. The 
considerations which I have outlined may easily apply with equal force to other 
parts of the world, particularly to those other groups of nations which are presently 
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studying the feasibility of regional integration. We should continue to watch 
comets which is just starting to boom. It will be an important market in the 
uture. 

The European free trade area, soon to be added to the Common Market and 
expanding that free market from 6 nations to 16, is a case in point. Our whole 
trade policy of 25 years standing—calling for world multilateral trading system 
in which the goods of all free nations move from one to another over steadily 
declining barriers is at stake in this legislation. 

I strongly urge your approval of the 5-year extension of this Reciprocal Trade 
Agreement Act. 

The United States overriding world interest is peace—and peace historically 
travels the route of trade. The free world will go one way or the other. Whatever 
direction it takes will depend very heavily on what this Congress does this year 
with this reciprocal trade agreements extension. 





SraTEMENT OF Mrs. Cuase 8S. Osporn, Savuir Ste. Marre, Micu. 


Iam Mrs. Chase 8. Osborn, Sault Ste. Marie, Mich., and Poulan, Ga., widow of 
a Republican Governor of Michigan, and author, with Governor Osborn, and 
alone, of books in the fields of literature, geography, and history. 

I am here as a private citizen, representing no interest except a strong personal 
need to do all in my power to defend individual freedom. 

The survival of freedom itself is involved in this trade question. I care very 
much about freedom. 

This statement presents facts in the relationship of the United States to Iceland 
because that is an example, particularly easy to visualize, which makes the ' 
worldwide situation clear. ' 

In this little country hundreds of millions of dollars invested in a military base 
for NATO have failed to turn back Russian imperialism’s economic and political 
aggression, and our tariff policy has actually opened the door for Russian pene- 
tration. 

The statement is based on discussions over a period of 3 weeks in Iceland with 
such leaders as Hon. Bjarni Benediktsson, vice chairman of the Independence 
Party, floor leader of the opposition, former Minister of Foreign Affairs who 
signed the North Atlantic Treaty for Iceland; Hon. Emil Jonsson, then Acting 
Foreign Minister; Hon. Haraldur Gudmundsson, chairman of the Social Demo- 
cratic Party; Dr. Gylfi Gislasson, M. P., Minister of Education; Dr. Alexander 
Jéhannesson, rector emeritus of the University of Iceland, who presided at the 
symbolic reunion of the Althing in 1944 when the Republic was proclaimed; 

Hon. Jéhann Hafstein, M. P., president of the Iceland Fisheries Bank and 
member of the Standing Committee of the NATO Parliamentary Conference; ; 
Mr. Kjartan Thors, president of the board of the Icelandic Trawler Owners 
Association; Hon. Benedikt Gréndal, M. P., secretary of the Social Democratic 
Party and head of a large cooperative; Col. Ragnar Stefansson, public relations i 
officer for the base at Keflavik; and others in the higher circles of government, 
education, business, diplomacy, religion, civil organizations, and women’s groups, 
including the editors of the four non-Communist newspapers at Reykjavik. 

In the spring of 1956 the news broke out that Iceland was asking for the with- 
drawal of our troops from the NATO base at Keflavik. It struck me like the first 
sputnik. It meant that the oldest republic in the West—the cradleland of parlia- i 
mentary government—was sliding under the control of Communist despotism. 
To me, as to President Eisenhower, this was incredible. I decided to go there 
and see for myself what was happening. 

I found this strategic island-nation well defended from military attack by army, 
air, and radar installations; but that the Communists had sufficient political and 
economic power to push the NATO base off the island—to defeat us there ignomini- 
ously—without the firing of a single gun. The one thing the Communists lack 
for the achievement of this victory is a wave of antiwestern or neutralist sentiment. 
It was such a wave that the Communists were riding in the spring of 1956. The 
Hungarian revolution blew that wave away. We must expect that the Com- 
munists will continue to exert their cunning to whip up another wave. Mean- 
while their power remains: 2 out of 6 Cabinet posts are in the hands of the Com- 
munists; the labor union, with strike power able to cut Iceland from supplies by i 
both sea and air, is under tight Communist control; the current of trade has been 
turned to the East away from the West. 
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There were a number of contributory causes for the startling action of the Ice- 
landic Parliament in 1956, but the taproot of the dangerous situation was national 
trade conflict. 

American fishing interests had gained high tariff protection against Icelandic 
fish, and were asking for still tighter restrictions. Added to the definite barriers, 
there was the factor of constant threat and uncertainty. Iceland had practically 
nothing but fish to sell abroad to get the means to purchase its supplies; and it is 
dependent on the outside world for practically everything. The attitude of our 
fishing industry made the United States seem to have no regard for Iceland except 
as a military base. This was perfect grist for the Communist propaganda mill, 
that the Americans were completely callous as to whether the people of Iceland 
lived or died. Moscow came in, then, agreeing to buy Icelandic fish—at a good 
price—for a term of years that banished uncertainty. The Communists appeared 
in the role of rescuers. 

One influential Icelander told me, as the one fact to be underlined, that as 
long as Iceland must increasingly sell and buy in the East, nothing can stop the 
growth of Russian influence on Iceland. 

While I was there, an eastern delegation signed a trade agreement upping still 
more the percentage of Iceland’s trade with the Communist bloc. 

A recent report to the New York Times (January 7, 1958) from the editor of 
Visir in Reykjavik, says: 

‘“‘Teeland’s foreign commerce in 1957 was characterized by the steady increase 
in trade with Eastern Europe, primarily with the Soviet Union, and the rapid 
decline in trade with the United States. * * * The Russians have increased 
their purchases of Icelandic products 40 percent since 1955; * * * during the 
same period, imports from the Soviet Union have jumped more than 50 percent. 
* * * Trade with other countries behind the Iron Curtain has also been on 
the rise, especially with Eastern Germany, which has doubled its share. * * * 
The United States, which for years was Iceland’s best buyer and supplier, has 
been relegated to second place in both categories by the Soviet Union. * * * 
Icelanders face the future with misgivings, both in the economic and political 
field. * * * Part of the Government (i. e., the Communist) thinks Iceland’s 
difficulties can be solved by closer ties with the Soviet bloc. Many (prowestern- 
ers) also think that the Western Powers are letting Iceland down, letting her slip 
into the Soviet bloc.” 

Dr. Alexander Johannesson, rector emeritus of the University of Iceland, a 
pioneering airline executive as well as an internationally known philologist, has 
just written that “There is no better way to check their (Communist) influence 
than to increase steadily the trade between the United States and Iceland.’’ 

If I may, I would like to file with this statement Dr. Johannesson’s letter and 
a clipping of the report to the New York Times by Mr. Hersteinn Pilsson. Both 
are dated January 1958. 

On the surface, there appears to be a dilemma as to whether the interests of the 
fishing industry in the Eastern United States are going to be damaged, or our 
strategic base in Iceland is to survive. Actually, there are alternative solutions. 

When tariff protection must be lowered for the sake of national security, those 
industries that are disadvantaged could file claims and be reimbursed for damages. 
Such a visible subsidy, that the American taxpayer would pay directly to injured 
American industries and their employees, would give the taxpayer two definite 
things in return: lower prices on his purchases; and strengthening, by the ties 
of trade, of the defense bases that national security so greatly needs. The 
present hidden subsidy by tariff, which the American taxpayer cannot measure 
and pays for in higher prices, if uncontrolled by consideration of the larger wel- 
fare, can, as the example of Iceland shows, cut the actual ground from under 
major structures of national defense. 

There is also an alternative to the visible subsidy. Moscow is not attempting 
to carry on her trade aggression alone. Increasingly, it is pooling the markets 
and products of its satellites, creating a cooperative bloc of despotisms which 
undertakes to provide a market wherever a market is needed, and especially 
where our trade door is closed. Our necessity, as shown in Iceland, to provide 
a free-world market for our partners and for other uncommitted nations, is a 
problem bigger than this country can solve alone. Keeping the plight of Iceland 
and the procedure of Moscow in mind, it seems clear that 15 NATO partners, 
pooling their economic problems in a joint trade commission of some kind, could 
divide in some manner, among 14 free nations, the Icelandic product. The dis- 
position of that product must eventually persuade the Icelandic people which 
system best provides for the first need of Iceland, which is to earn its livelihood. 
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We must meet this basic economic challenge from the Communist bloc or we 
shall lose not only military bases but bits of the free world itself to devouring 
dictatorship. In the case of Iceland, we shall lose the spot where freedom under 
law first lifted its head in this millennium. Iceland’s Thingvellir—the place 
where the first Parliament assembled in 930—is the political Mecca of western 
civilization. 

Whichever alternative is followed, the example of Iceland makes clear that 
final decision in the matter of trade restriction should not be left in hands too 
close to the power of any industry, whose vision may be limited by and to the out- 
look of that industry, but should be in the hands of the authority which is respon- 
sible for our protection from war and the preservation of our freedom; namely, the 
President. In a smaller zone of interest, the right of eminent domain is reserved 
to the representatives of all the people, their need taking precedence over in- 
dividual property rights, for the building, say, of a public road, providing remuner- 
ation to the individual who suffers. Equal recognition should be given to a 
principle of eminent domain over individual industries when the security of all 
the Nation is at stake; with remuneration of the industry and the employees who 
suffer. It is important to contrast the amount of money involved in a visible 
subsidy and the immense national need for a dependable base for security. 

Keenly realizing what is happening to our vital defenses in other parts of the 
world, because I know clearly what is happening in Iceland, I plead that Congress 
extend to the executive branch, for 5 years or indefinitely, the power and the 
responsibility of final judgment in matters of reciprocal trade; so that we may 
build, in addition to strong military bases, sound and secure defenses on the 
economic and political and psychological fronts—not only for ourselves but for 
this thing called freedom, which so many have suffered and died to give us, which 
is so largely entrusted to us now. 

The overriding issue on which decision must be based is whether government 
of the people, by the people, and for the people is to survive or to go down be- 
fore a system of government by murder. 


UNIVERSITY OF ICELAND, 
Reykjavik, January 20, 1958. 
Mr. WatpEN Moore, 
Project Director, Declaration of Atlantic Unity, 
New York, N. Y. 


Dear Mr. WaAtpvEN Moors: I have received your letter of January 9, in which 
you inquire about my opinion regarding Mr. Hersteinn Pailsson’s article in New 
York Times, January 7. 

There is no reason to doubt that the figures cited about Iceland foreign trade 
and national economy are correct. In broad outline, the situation as described 
corresponds to facts—and these facts are not very palatable. 

There has been a steady and universal progress in Iceland since the separation 
from Denmark in 1918. At the turn of the century, everything remained to be 
done. When we founded the Republic in 1944 we shouldered a responsibility of 
an independent, although small, republic. But in later (especially the postwar) 
years, we have spent a lot of money. But the money which we obtained through 
extraneous circumstances was almost entirely spent very wisely: in electrification, 
renewal of the fishing fleet, new machinery for agriculture, a fertilizer factory, a 
cement factory, etc. 

The increasing trade with Soviet Russia and its satellites has been of serious 
concern to us. The great majority of the Icelanders is full of admiration for and 
gratitude to the United States. (President Roosevelt was first to agree to the 
formation of the Republic in 1944, and was represented at the ceremony by a 
special ambassador—without his support the final step in the struggle for inde- 
pendence might have been a more difficult one.) It has been my opinion, as that 
of many other Icelanders, that the United States-Icelandic trade is quite insignifi- 
cant to America. If Iceland has sold fish and fishery products to the United 
States in 1957 for 100 million kronur and bought American goods for 180 million 
kronur, whereas the Soviet-Icelandic trade had in the same year a turnover of 
260 million to 270 million kronur—would it not be possible and wise to exert 
some influence in order to reverse this proportion in favor of United States- 
Icelandic trade? 

It must be borne in mind that, although the number of Communists has de- 
creased in later years, they have now scored a greater triumph than any time 
before by placing 2 of their men in Cabinet posts (out of 6 Cabinet ministers). 
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The aim of the Icelandic Communists is the same as that of Communists all over 
the world. They strive to create a Soviet Iceland, dependent on Moscow. 
They also receive generous support from Russia for this purpose. In my personal 
opinion, the Communist Party should be banned, but that is not feasible. On 
the other hand, there is no better way to check their influence than to increase 
steadily the trade between the United States and Iceland, and to make their strife 
as difficult as possible for them. This is the aim of the Icelandic Independence 
Party. Inthe national economy of Iceland, the strike power is the most dangerous 
factor.. This power has been wielded politically to great damage to the country 
from time to time, especially in 1955. It might be expected that, if the Inde- 
pendence Party came into power, the Communists would again wield that terrible 
weapon. If an agreement cannot be reached about a tribunal in wage disputes 
among the responsible parties, it is our hope that the development will be similar 
here as in other Scandinavian countries: toward general wage agreements for 2 to 
3 years at a time. 
With my kindest personal greetings, 
Yours sincerely, 
ALEXANDER JOHANNESSON. 


{New York Times, January 7, 1958] 
IcELAND’s TRADE Drirts To Soviet As Her TRADE Wi1TH UNITED States Drops 
By Hersteinn Palsson 


REYKJAVIK, IcELAND.—Iceland’s foreign commerce in 1957 was characterized 
~ the steady increase in trade with Eastern Europe, primarily with the Soviet 

nion, and the rapid decline in trade with the United States. 

Since 1955 the Russians have increased their purchases of Icelandic products 
from 156,400,000 Icelandic kronur (IKr 16,28 equal $1) to 203 million in 1956, 
and almost 220 million in 1957. This is an inerease of 40 percent since 1955. 

During the same period imports from the Soviet Union have jumped from 
172,700,000 in 1955, to 240,700,000 in 1956 and about 260 million in 1957. This 
means an increase of more than 50 percent and it is also to be noted, trade between 
the two countries would probably have been even greater if Iceland had been able 
to deliver more herring in 1957 than she actually did. The summer season failed 
to a large extent and the fall season failed completely. 

Trade with other countries behind the Iron Curtain has also been on the rise, 
especially with Eastern Germany, which has doubled its share. 

While Eastern European countries, have been increasing their trade with Ice- 
land, through agreements calling for additional exchange of goods, the United 
States have been on the defensive. In 1955 Iceland bought United States goods 
worth [Kr 290 million, 246,600,000 worth in 1956, and about 180 million worth 
in the last year. This means a decrease of almost 40 percent in the 3 years. 

At the same time United States purchases in Iceland were worth 98,800,000 in 
1955, rose to 127,600,000 in 1956, but fell again to about 100 million in 1957. 


UNITED STATES OUSTED BY SOVIET 


Thus the United States, which for years was Iceland’s best buyer and supplier, 
has been relegated to second place in both categories by the Soviet Union. This 
is both caused by the increased purchases of the Soviet and steadily diminishing 
income from United States defense installations and construction in the Keflavik 
area and other parts of the country. Iceland for some years has had to contend 
with annual trade deficits running into hundreds of millions annually. In 1955, 
when the total exports amounted to almost IKr850 million, the deficit was no 
less than 415 million, and in 1956 amounted to 440 million, when the exports 
jumped to 1,030 million. The expected deficit in 1957 was around 400 million, 
with exports just off the billion mark. 

From 1951 until 1955 the deficit was offset by the income from the United States 
forces and their constructions, but these dollar earnings have been drying up. 
Nothing indicates that they may increase in the near future. This has empha- 
sized the need for foreign loans, and some were obtained last year in the United 
States. Since they were already earmarked for various construction purposes, 
they will only satisfy the currency hunger temporarily. The Government is, 
therefore, still looking for new ways to obtain loans. 
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DROP IN FISHING CATCH 


Iceland’s economic difficulties have also been aggravated by the decreasing 
catches of the fishing fleet. The trawlers have not had such small catches during 
the last 10 to 15 years, and although last winter season was very favorable to the 
motorboats because the weather was exceptionally good, their catches continued 
a downward curve. Only an increased number of boats kept the total catch up. 
This means that the increased subsidies needed last year are now insufficient, and 
fishing vessel owners have told the Government that if the subsidies are not 
raised as of January, the vessels will be kept off the fishing banks. 

To illustrate the big role these subsidies play in the Icelandic fishing industry 
which supplies the nation with 95 percent of its exports, it suffices to mention that 
oe big, modern trawlers obtain the equivalent of more than $300 every operating 


These ominous trends in Iceland’s economy—smaller catches, dwindling dollar 
earnings, higher prices, increased difficulties in getting needed income for the 
treasury, unchanged trade deficit with lessening chances of closing the gap, 
demands for mounting subsidies for the fisheries—evoke the question that many 
fear to face: Are circumstances and mounting difficulties going to force Iceland 
into devaluation? And then, again; is devaluation going to be any better as a 
solution now than before, if it is going to be followed by a wave of strikes as 
formerly? 

Icelanders face the future with misgivings, both in the economic and political 
field. Part of the Government thinks Iceland’s difficulties can be solved by closer 
ties with the Soviet bloc. Many also think that the Western Powers are letting 
Iceland down, letting her slip into the Soviet orbit. 


WorTHINGTON CorpP., 
Harrison, N. J., July 1, 1968. 
Hon. Harry Fioop Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 


Sir: I wish to support strongly the trade agreements extension bill of 1958, 
as me by the House. 

y company has a substantial stake in foreign trade. Our international 
business, which dates back more than 100 years, has been as instrumental to the 
growth of our domestic operations as to the development of basic industries over- 
seas. We provide essential equipment for irrigation, for power development, 
and to public utilities as well as to the petrochemical industry. We are also 
suppliers to the mining, sugar, and petroleum industries, for which we in United 
States are important customers. 

We have also found that the development of local manufacture abroad has had 
a positive effect on the sales of equipment manufactured in and exported from 
the United States. To cite but 1 example, our associated company in Italy’s 
volume has grown from $200,000 in 1947 to more than $4 million in 1957. In 
the same period exports of products from our plants in the United States to Italy 
have increased from $1,000 to slightly more than $2 million. 

It is my profound conviction that the expansion of foreign trade is one of the 
prime requirements for the continued growth of our economy and the economy of 
the free world. It is equally my conviction that cooperation with our friends and 
allies in the field of trade is essential to our mutual security and to our unity. 

In doing business abroad, we have sent our people overseas and we have brought 
foreign personnel to the United States. Not only have we taught them how to 
make and sell a good product; over the years we have developed a mutual con- 
fidence which has grown in a spirit of free exchange within free economic institu- 
tions. If we do not continue the policies of the reciprocal trade agreements, the 
consequences to foreign trade and to international relations are going to be adverse 
to the interest of the United States. 

The trade agreements program, if this bill would continue, is of course only a 
partial response to this challenge. While it is partial, it is nevertheless essential 
and, in fact, were the Congress to decide to conclude this program or to continue 
it in a manner devoid of meaning, it would mark the beginning of what would 
ultimately become a total defeat of our kind of economic system in most of the 
countries in the world. 

These are strong words, but I have no doubt the committee has heard them 
before. The trade agreements program throughout its 24 years of history has 
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represented the spirit of free competition, upon which our own economy is based 
in our trade relations with other countries. Since the war it has made possible the 
world mutlilateral system of trade which has been so laboraiously built upon the 
bilateral system which was the direct consequence of that war. To turn back the 
clock now, in the face of the most formidable political and economic challenges 
we have ever known, would have the effect of a renunciation of our role as leader 
of the free world. 

There can be little doubt that this is true. Every country, economically 
developed or underdeveloped, would of necessity begin a reappraisal and a 
reexamination of its prospects for satisfying its needs, in the light of a new United 
States trade policy. Such an action on the part of the United States could only 
be interpreted everywhere as a fundamental reversal of trade policy; and it would 
be recognized that henceforth the primary concern of the United States in the 
field of international trade would be the protection of the domestic industry. 

It would be recognized that we had decided to forego the advantages of growth 
in our export trade and had granted priority to the preservation of those domestic 
industries which were no longer able to compete in the world of 1958. The 
consequences for our system of military alliances and for our arrangements for 
common security are quite apparent and could hardly be overemphasized. 

The bill passed by the House seems to me to be a sufficient instrument for 
continuing the reciprocal trade program in an adequate fashion. Many of us 
who are engaged in international trade would have preferred a more liberal bill— 
one which did not contain additional amendments of a protective nature, such as 
the provision to permit the increase of tariffs to 50 percent above the 1934 rates. 
On the other hand, the bill contains the basic elements which are necessary to 
continue this program: (1) sufficient duration in time; (2) reasonable tariff- 
reducing authority; (3) full discretion in the hands of the President for ultimate 
decision in individual cases. It should be stressed that each of these elements is a 
prime requisite for an adequate bill. 

Any further amendments designed to limit their effectiveness or to reduce the 
scope of their operation would render the bill almost hopelessly inadequate for 
our needs. A 5-year period of time is essential for this extension, even though 
the Congress has never before passed a bill of more than 3 years’ duration. 

As the committee undoubtedly knows, the European economic community 
will, over the next 5 years, reduce its internal tariffs by 30 percent, and it has 
become important for countries overseas to know that the United States has 
a long-range economic policy which is of mutual benefit. 

We in this country are the stronghold of the economic system under which 
the world’s greatest economic and industrial advances were achieved. It is 
therefore our responsibility to demonstrate that our system can meet its needs 
and provide opportunity for the rapid economic growth which is so avidly sought 
everywhere. 

Failure to pass this bill will create trade walls which need not exist and will set 
back our international position at a time when it must be strengthened. 

The present bill is sound and its passage will reassure our friends abroad that 
we will continue a trade policy designed to give the greatest benefits to the greatest 
number of people. 

Very truly yours, 
8S. R. Wituiams, Vice President. 





J. Henry Scoroper Bankina Corp., 
New York, N. Y., June 23, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Dear SENATOR Byrp: In connection with H. R. 10368 to extend the authotity 
of the President to enter into trade agreements, introduced by Congressman 
Wilbur D. Mills on January 30, 1958, and referred to the House Committee on 
Ways and Means, I should like to submit the following statement. 

My colleagues and I, as representatives of an established banking institution 
which has been engaged in the financing of exports and imports for a number of 
years, wish to urge the extension of the Reciprocal Trade Agreements Act. We 
believe that the country as a whole has much to gain by the reciprocal lowering of 
the barriers to international commerce. 

Since the institution of the trade-agreements program 24 years ago we have 
continued to register increasingly higher levels of foreign trade. In terms of 
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employment this activity is now estimated to be the source of livelihood of some 
= million United States workers, or some 7 percent of the total civilian labor 
orce. 

The export market is a very important one for the products of our farmers and 
manufacturers. Agricultural exports, for instance, represent approximately 11 
percent of the value of farm output. Exports of certain manufactured products 
acco int for well over 10 percent of the sales of their respective industries. 

In the long run we cannot maintain our high level of exports unless we enable 
foreign countries to make payment by selling us their products in return. Our 
imports provide these dollars. Imports serve also to supplement our domestic 
resources. We are virtually dependent upon foreign sources for our supply of 
certain foodstuffs and raw materials. For other items, of which many are in 
an advanced stage of manufacture, our requirements are greater than the domestic 
availability because of increasing production, population growth, and advances 
in our standard of living. 

A further consideration in extending the Trade Agreements Act is its importance 
to this country’s foreign policy and our efforts to strengthen the less developed 
countries. Communist Russia is endeavoring to make headway in its relations 
with other free nations by offers of trade pacts. The United States would put 
itself in an inconsistent position if, while pledging cooperation and aid, it at the 
same time discontinued the program for facilitating trade. Such action would 
quickly be used by Soviet propagandists to question our good faith. 

We strongly urge, therefore, the 5-year extension of the Reciprocal Trade 
Agreements Act requested by President Eisenhower, with the incorporation of 
suitable measures for flexibility in negotiating tariff adjustments and the elimina- 
tion of any restrictive provisions which would unduly hamper an expanded flow 
of trade. 

Yours very truly, 
G. F. Beat, President. 





STATEMENT SupporTinG Reciprocat TRADE PROGRAM SUBMITTED BY 
Joun L. Smmpson, CHAIRMAN OF FINANCE CoMMITTER, BecuTEeL Corp. 


Mr. Chairman and members of the Finance Committee of the Senate, my name 
is John L. Simpson. I am chairman of the finance committee of Bechtel Corp., 
engineers-constructors, with headquarters in San Francisco; also a direetor of 
J. Henry Schroder Banking Corp., New York; also president of the World Affairs 
Council of Northern California. The following statement is made in my individual 
capacity and is an expression of my personal views. 

he administration’s proposals for the extension of the reciprocal trade program, 
as amended and passed by the House of Representatives, should in my opinion be 
enacted into law. Such legislation would encourage business enterprise both at 
home and abroad and would stimulate trade and foreign private investment. It 
would also be a gesture of leadership in the free world on the part of the United 
States. 

My observations in the fields of engineering construction, international finance, 
and foreign affairs have substantiated the importance of multilateral trade. The 
groundwork for capital investment and productive growth is laid by the exchange 
of goods and services. Our own country cannot prosper as an island of self- 
containment surrounded by economic barriers. 

The United States is today the world’s principal trading nation and a creditor 
on international account. For nearly two decades we have supplied vast quan- 
tities of raw materials and finished products to our allies and friends, financed in 
considerable part by means of loans and grants. Such a condition is unsound 
and the recipient countries themselves are desirous of paying their own way and 
standing on their own feet. In order to earn dollars they must trade with us. If 
we Americans wish to maintain and expand international markets for our products 
we must purchase foreign goods and services in fair and reasonable amounts. 

Viewe1 strictly from the standpoint of domestic interests, the stimulation of 
exports through the creation of dollar earnings in the hands of foreigners plays 
an important economic role. It is well known that as to many industries and 
many companies the export fraction supports the profit margin and the stability 
of operations. The result is favorable to labor, business, and investment. 

Effects on foreign countries of large and expanding trade volume are equally 
important. For instance, the reestablishment of convertibility of foreign cur- 
rencies, with all its benefits, is obviously dependent upon the ability of the 
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countries in question to establish national earning power and build up their 
currency reserves. 

Politically the implications are as great as if not greater than those in the 
economic field. The struggle with communism has its material as well as its 
ideological aspects. Our friends abroad are opposed to communism just as we 
are. However, they must earn their bread and in many cases that means finding 
markets for their products. If we do not encourage them to look in our direction 
there will be inevitable tendencies to develop relations with the Communist coun- 
tries. International trade and commerce are foundation stones for peace and 
prosperity. 

Fortunately the great changes which have occurred in the world and these 
present-day necessities have been recognized by our legislators during recent 
years. The reciprocal trade agreements which have been negotiated from time 
to time have indicated to our friends that, regardless of international politics, our 
Government has a consistent long-range tariff and trade policy. Extension of 
the trade-agreements program will confirm this. There is no question raised here 
of a radical move toward free trade but rather a reaffirmation of present procedures 
which have worked well. 

The proposed legislation is designed to strengthen the hands of our negotiators 
in their dealings with foreign countries and will encourage representatives of 
such countries to make just and equitable concessions in return for those received 
from the United States. For it is essential to the legislation and to its proper 
application that there be mutuality. It is the duty of our responsible officials 
to insist on fair terms and the principle of give and take. 

Furthermore, each American industry affected by trade negotiations should 
have an opportunity to present its own case. The terms of the legislation which 
provide for hearings and for protection of American industries against abuces 
from abroad, and the restrictio.s which guard against a too far-reaching lowering 
of tariffs, are important. Also, capable of efficient domestic producers should be 
able to apply for and be heard regarding possible increases to offset discriminatory 
advantages enjoyed by foreign competitors. In supporting the proposed legisla- 
tion I do so with the conviction that the Congress and the administration will 
carefully observe those safeguards. 

At this moment the free world looks to the United States. It recognizes our 
position and power and it desires to raise living standards generally toward the 
levels which our people enjoy. To sum up, I believe the trade agreements pro- 
gram will give reassurance as to the firmness and permanence of American trade 
policies and will challenge creeping socialism and communism. 





NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE UNITED STATES OF AMERICA, 
GENERAL DEPARTMENT OF UNITED CHURCH WoMEN, 
New York, June 23, 1958. 
Hon. Harry FLoop Byrp, 
Senate Office Building, Washington, D. C. 


My Dear Senator Byrn: I note that hearings are now being held regarding 
the renewal of the Reciprocal Trade Agreements Act. United Church Women 
testified for the renewal of the Reciprocal Trade Agreements Act before the House 
Foreign Affairs Committee on March 3, and spent considerable time answering 
questions which are found in the record. 

Since considerable interest in the renewal of the Reciprocal Trade Agreements 
Act was evidenced at our annual meeting of the board of managers held in Okla- 
homa City in April of this year, a resolution was passed and adopted in which 
we asked that greater efforts be made for expanded programs of reciprocal trade, 
at which time we endorsed our previous stands for the renewal of Reciprocal 
Trade Agreements Act without crippling amendments. 

Our entire study this year has been under the theme of Exchange: Goods, Ideas, 
and People; has emphasized a study of world trade. Material has been prepared, 
copy of one of the leaflets is enclosed, which is being used by our 2,300 local 
councils and it has been a subject for discussion at ou¥ State council meetings 
held throughout the country this spring. World trade will also be discussed at 
training institutes held this summer. 

I have just returned from the institute held for the 10 Southwest States at 
Mount Sequoyah, Ark., and even though that is an area that is being affected 
by imports, I found solid support among our church groups for the renewal of 
the Reciprocal Trade Agreements Act as a means of improving the trade for all 
sections of the country, which in turn would profit their area. 
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We certainly hope that the Reciprocal Trade Agreements Act. will be renewed 
without crippling amendments as an essential step in building a solid framework 
for an expanded world economy. 

Sincerely, 
Mrs. Estoer W. Hymer, 
Director, Christian World Relations. 


STATEMENT CONCERNING THE RENEWAL OF THE REcrPROCAL TRADE AGREEMENTS 
Act sy Estuer W. Hymer, Director, Curistran Worip RELATIONS, GEN- 
BRAL DEPARTMENT OF UniteD CHurRcH WomeN, NaTionaL CoUNCIL OF 
CuuRcHES OF CHRIST IN THE UNITED States or AMERICA, NEw York, N. Y. 


United Church Women is made up of women of the cooperating denominations 
in the National Council of Churches, organized in 2,200 State and local councils 
in the 48 States, Washington, D. C., Hawaii, and Alaska. 

This statement is in keeping with actions of the constituent bodies of United 
Church Women and of the National Council of Churches of which we are a part, 
but of course does not pretend to present opinion of each of the individual mem- 
bers. We support statement made to your committee on June 23 by Dr. Roy 
Blough in behalf of the National Council of Churches. 

A statement is presented because it was decided at the assembly of United 
Church Women in 1950, and later by the board of managers, that Christian women 
in the exercise of their great American prerogative had an obligation to enter into 
the decisions of government in behalf of justice, charity, and the dignity of man. 

It was stated at that time that church women are deeply conscious of their 
responsibility to be constantly informed of the decisions made or in the making 
by various governmental bodies and of making their concerns and convictions 
known to those whose responsibility it was to formulate those decisions. 

They recognized that this responsibility demanded the best they can give in 
intelligence, humility, and the willingness to see the problems that confront our 
lawmakers from the point of view of the greatest good to the brotherhood of all 
men, rather than that of provincial or merely personal self-interest. 

ith your permission I wish to file in your records a complete statement, in- 
cluding our most recent policy declarations, and shall emphasize here briefly some 
of the more important points of our position. 

Over a period of years the churches have urged that the United States should 
support programs to expand world trade and extend aid in order to strengthen the 
foundations of political stability and freedom, in an effort to secure justice for all 
peoples and peace in the world. This concern was expressed a decade ago at the 
—— national assembly held in 1948, when the following statement was 

opted: 

“The United Council of Church Women reaffirms support of reciprocal trade 
agreements and urge their renewal as a necessary part of full cooperation with the 
International Trade Organization and all other means of establishing world 
economic health.”’ 

The assembly also approved the United States joining the International Trade 
Organization which at that time was being considered. Concern for trade was 
included in a statement adopted at the 1950 biennial national assembly on a 
positive program for peace, at which time belief that peace is possible and achiev- 
able in our day was reaffirmed. The following statement was adopted: 

“‘We believe that this is God’s world and that we and all of his children are free 
to choose the path of obedience to his will, the way of justice and of love, which 
alone can accomplish His purpose for mankind.” 

Whereas a just and lasting peace depends upon positive, constructive ideas and 
actions, a list of objectives was agreed upon, one of which dealt with expansion of 
trade. It stated: “‘We urge unflagging support by our Government of efforts to 
= trade with other nations.” 

n 1952 our board of managers reaffirmed their position and adopted the further 
statement: 

“Because world economic health depends upon healthy trade relations between 
nations, United Church Women have continued to support the Reciprocal Trade 
Agreements Act and to ufge its renewal.”’ 

When our administrative committee met in October 1957, they adopted the 
resolution which follows: 

“Recognizing the need for increased trade in order to speed economic develop- 
ment of underdeveloped areas and assist emerging people in the attainment of 
economic independence; 
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“Remembering that United Church Women has reaffirmed repeatedly their 
support for the renewal of the Reciprocal Trade Agreements and the establish- 
ment of an International Trade Organization to regulate and promote increased 
trade between nations; 

“In view of the fact that the World Community Day theme for 1958 will be 
‘Exchange: Goods, Ideas, and People’ which is related to world trade: 

“Be it resolved, That the executive committee of United Church Women ask 
State and local councils that there be continued study of the need for expanding 
world trade and that there be support for the renewal of the Reciprocal Trade 
Agreement and approval for the proposed Organization for Trade Cooperation in 
the next session of Congress.”’ 

Our most recent action was taken by our administrative committee, made up 
of elected representatives from the cooperating denominations and State councils, 
at its meeting in New York on February 7, 1958. The committee commended the 
President for his leadership for renewal of the Reciprocal Trade Agreements Act 
for a 5-year period, without crippling amendments. They also expressed pro- 
found concern regarding the need to reduce barriers to world trade. 

We speak at this time for the following reasons: 

I. Our statements and resolutions are based on study of the overall problem 
and some general understanding of the questions involved. Intensive study of 
the question of expanded world trade began with the recommendations of the 
Christian World Relations Committee made in 1953, that churchwomen should 
be better informed than they are concerning the importance of the economic 
factors in the structure of lasting peace. 

The Christian world relations committee of United Church Women believes 
that the following elements of United States foreign-trade policy would further 
world peace: 

1. Elimination of discriminatory trade regulations; 

2. Reduction of tariff barriers; 

3. Renewal of reciprocal trade agreements with reconsideration of “‘peril’’ 
and escape clauses for possible deletion or adjustment; 

4. Simplification of customs regulations. 

We therefore urge that churchwomen first study the measures which will 
promote these aims, then inform their Congressmen of their opinion. World 
trade has since been incorporated each year in the study program. 

In 1957 the study of trade was related particularly to emerging people and 
improvement of conditions in the less developed areas through economic develop- 
ment. It was found that without markets for their raw materials they could not 
earn money to buy machines and finished goods to speed development. 

In 1958 the study has centered on world trade under the theme: “Exchange: 
Goods, ideas, people.’”” We have issued a special study guide and program 

lans, and distributed the pamphlet, Together We Are Strong, published by the 
Depertesent of State, so that the question of world trade can be studied in every 
possible local community. 

II. Support of measures by which exchange of goods may be increased is 
based on Christian principles: This continuing support of churchwomen of the 
United States for measures to reduce trade barriers and increase exchange of goods 
between nations is in keeping with the basic Christian principles which we profess. 
While trade is a process, it affects the lives of millions of people in our own and in 
other countries. Therefore it is a moral question that should be guided by justice 
to all concerned. We have consistently expressed and demonstrated our concern 
for the well-being of people in the United States, and wherever there was distress 
in all parts of the world. ; 

Since the beginning of the 19th century we have had a special concern for those 
in the less developed areas. We have established channels of friendship and 
service because we believe that life is one piece, that all humanity is bound up 
together, and that neither segments of life, nor branches of the human family, 
can be divided off for separate treatment. Therefore, as American Christians, 
we are concerned with the whole fabric of world society which conditions the lives 
of our members, knowing fully that our own well-being and even security in this 
century will ultimately be influenced by conditions affecting members of the 
human family in other areas of the world. We must continue to make possible 
the increasing exchange of goods so that we and they can both prosper. Chri-tian 
faith has taught us that God’s order is one of material and spiritual interdepend- 
ence. 

Political or economic isolation is impossible. Therefore we as Christian citizens 
have a moral responsibility to help shape a foreign policy which makes it possible 
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as a nation to use our wealth and our knowledge in helping to meet the material 
needs of all people. 

III. Our support stems from the belief that trade is related to aid and to world 
peace: The United States has been entrusted with great wealth. It has tremen- 
dous influence in the world through the sheer weight of its economic power. 
How this power is used in this criticel period of history may determine the future 
destiny of free people and independent nations, especially those in less developed 
areas, some of which are receiving technical assistance and aid for economic 
development. The trade policy now under consideration to guide economic rela- 
tions with other nations will affect the well-being of our own people and especially 
that of millions living in far distant places. 

If our concern leads us to give aid for economic development, then we must be 
ready to find markets for the goods which new countries have to sell. Procedures 
as laid down in the Reciprocal Trade Agreements Act make possible orderly ar- 
arrangements whereby this exchange can be facilitated. 

IV. The question is of international concern: Expansion of international trade 
was thorougly discussed in Geneva last summer by representatives of 18 countries, 
members of the UN Economic and Social Council. The report was considered 
by the representatives of 82 nations at the Twelfth Session of the General As- 
sembly. After considerable discussion it was agreed that further expansion of 
international trade is necessary to the full employment and the improvement of 
living standards of all countries, and especially to the economic development of the 
less developed countries; and that, in order to achieve such an objective, greater 
efforts should be made to promote free and fair international competition by 
eliminating or lowering unduly high tariffs and other unjustifiable barriers to 
international trade. 

Governments were requested to continue their efforts to reduce existing barriers 
to international trade in a mutually satisfactory manner for the purpose of expand- 
ing such trade at the fastest possible rate. 

Since United Church Women have given full support to the United Nations, it 
feels compelled to ask you to consider this request from the United Nations General 
Assembly to expand trade through the renewal of the Reciprocal Trade Agree- 
ments Act. 

Because I may be one of the few to testify who were here in 1934 when this 
measure was first proposed and have followed or participated in its renewal since 
that time, I would like to add a personal conclusion, since I have known five 
Members of Congress both for and against this measure who have been from both 
political parties and all parts of the country. A set pattern of support has been 
lacking. Each time renewal has been considered, there has been a welter of con- 
flicting local, sectional, or specific industry special pleadings. It is true that 
certain industries, specific areas, and some individual towns have been and will be 
adversely affected, sometimes temporarily. We recognize that there is an obliga- 
tion to find a way to equalize the burden so that a few will not carry an unjust 
share of this burden resulting from reduced tariffs on specific items. 

All parts of the country and every business interest has a stake in the present 
struggle for survival and we know that trade between nations is the lifeblood of 
a free, prospering economy essential to any foundation for peace. The renewal 
of this act should be considered on the basis of whether it will assist the freer 
movement of goods, with an overall expansion of world trade, and whether it is 
clearly in the national interest of the whole country. 

I will conclude by bringing you a statement, adopted at our 1950 assembly in 
Cincinnati, which has continued to guide church women in their work. 

“‘Whereas we recognize that the difficulties in the making of our foreign policy 
are extreme, and the importance of right decisions is profound; Therefore be it 

“Resolved, That we urge our statesmen to judge foreign-policy issues by moral 
principles, with humility, mature thinking, and a concern for the needs and 
aspirations of all poeple; further, that they use boldness, vision and consistency 
in the solution of the problems facing them, thinking of their task in terms of 
unified global policy.” 

The resolution was concluded by these significant words: 

“Resolved, That we inform those responsible for guiding United States foreign 
policy that they have our constant prayers for God’s leading presence at all 
times. 

Thank you for this privilege. 
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STATEMENT ON THE ReciprocaL TrapE AGREEMENTS AcT EXTENSION, BY 
Tuomas J. Watson, Jr., NEw Yorn, N 


I believe that your committee should approve H. R. 12591 extending the 
Reciprocal Trade Agreements Act for an additional 5 years. 

Mutual tariff reductions will make a wider variety of goods available to United 
States consumers at the best possible value, will provide additional dollars in 
foreign countries and expand domestic export and import ind” stries. 

The increase of world trade will contribute to the growth of all countries, par- 
ticularly the less developed, who will be better able to meet the economic needs 
of their peoples by fuller use of skills and resources. 

Stable international economic relations and the promotion of world peace 
depend on the United States taking constructive steps toward unimpeded world 
trade. 


STATEMENT BY THE NATIONAL COUNCIL OF JEWISH WOMEN IN SUPPORT OF THE 
TrapE AGREEMENTS BILL 


The National Council of Jewish Women is a membership organization of 
110,000 in 240 sections throughout the country. 

Our business is not in the field of industry or agriculture but in the field of 
supporting through well-informed citizenship those policies and programs of our 
Government which will further the goals of peace and prosperity for the United 
States. 

It is in the light of these twin national aims that we have come to believe through 
our study of available information and our observation of the results of foreign 
economic policy, that the American economy and the national security and the 
well-being are in the long-run furthered most by an expanded trade agreements 
program. 

There is past history to be studied on both sides of the complex questions of 
trade and tariff policy; the United States has had its experience of high tariffs, 
quotas, and the other factors of a restricted trade policy. We have also in these 
last few decades seen the results of loosening the barriers to trade throughout the 
world, and most particularly with the western European nations. We of the 
National Council of Jewish Women believe, as a result of consistent, serious 
study of the results of both policies, that the policy of lowering tariffs and eliminat- 
ing barriers to trade has proved itself in the best interest of the United States. 

There is particular point to refer to our western European allies now because 
they are embarked on a great new development in broadening the possibilities of 
their trade through the Common Market developments. If these plans are 
successful they should prove of economic benefit to us too, particularly if the 
United States complements them through a trade agreements program which 
assures the continuity of 5 years as passed by the House. 

We in council recognize the distress suffered by the owners and ‘workers in 
certain American industries when those industries suffer loss of their markets. 
We recognize that this situation is aggravated when those industries face compe- 
tition from products imported from abroad. We do not believe, however, that 
the American economy will benefit from the consequent imposition of tariffs and 
other forms of economic exclusion; quite the contrary, the results will harm all 
Americans. We do believe that relief measures including relocation, retraining 
and subsidies should be offered distressed industries. 

Therefore, may we urge the members of your committee, to bend all their 
efforts to the support and passage of a bill for the 5-year extension of the trade 
agreements program such as was passed by the House of Representatives. 





SraTeMEeNT or H. B. Snyper, Eprror-Pusiisner or Gary Post-Trisunp, 
Gary, IND. 


We in the Midwest are looking eagerly ahead to completion of the St. Lawrence 
seaway which will make ocean ports of our lake harbors and bring the world’s 
freighters to their wharves. 

But our hopes will not be realized, and the millions being spent on the seaway 
will largely be wasted, if our national trade policy is not favorable to an expanding 
international commerce. We believe it is greatly in our own national interest 
that the Reciprocal Trade Act be extended by Congress as proposed by President 
Eisenhower. 
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The program is not a one-way program; it is a reciprocal program, It will 
strengthen our economy, not weaken it, just as it will strengthen the economy of 
the nations with which the trade compacts are made. If we increase their ability 
to sell to us, we increase their ability to buy from us. If we return to a restrictive 
tariff policy, the inevitable result must be to restrict the number of ocean freighters 
coming through the St. Lawrence seaway to use the improved facilities now being 
installed in the harbors of the Great Lakes. 

The day is past when we could say that other nations of the world must buy 
from us. Russia is making a greatly increased bid for their business. If we lose 
their business to Russia, we lose much more than dollars. We are likely to lose 
allies; we face the problem that now friendly nations will be brought within the 
sphere of influence of the Soviet Union. 

We favor increased Federal spending to meet the Russian challenge. We sup- 
port an increased budget for the Defense Department and an increase in the ap- 
propriations for foreign aid. For the same reasons, we support an extension of 
the reciprocal trade program—but with much greater pleasure because we recog- 
nize that for every dollar of aid it gives to the economy of the free nations with 
whom we deal, there is a dollar of aid for our own economy. When we can make 
a profit by helping the other fellow, we ought to be good enough Yankee traders 
to do so with alacrity. 

Congress has extended the reciprocal trade act for from 1- to 3-year periods since 
it first was passed in 1934. The President has proposed that the extension to 
be voted now be for 5 years, and we wish to particularly support House bill 12591 
which provides for that extension. 

An extension of the act for that period should have a greatly beneficial effect 
throughout the world. It would tell the other nations of the world that they 
could depend on us and could make their long-range plans accordingly. It would 

ive them the assurance they need to resist the blandishments of the Soviet Union. 
t would put money in our own pockets; it would increase our ability to pay for 
our expanded defense program. 


STanDARD O11 Co., 
New York, N. Y., June 27, 1958. 
Hon. Harry F. Byrrp, 
Chairman, Finance Committee, 
United States Senate, Washington, D. C. 


Dear SEnatTOoR Byrp: The extension of the Reciprocal Trade Agreements Act 
now before your committee is of great importance to our country. I should like 
to express to you and to your committee my strong conviction that the bill as 

assed by the House should be enacted into law without crippling amendments. 
The issues have been presented to committee hearings several times. I have, in 
recent years, set forth for the record my own views and those of my company on 
the subject. I send you this letter at this time to amplify those views in certain 
respects by a few points of emphasis, in the hope that my expression will be helpful 
to the Senate Finance Committee in its consideration of the proposed extension 
of the Reciprocal Trade Agreements Act. 

On February 18, 1958, my attitude on the matter was put before the House 
Ways and Means Committee in a letter reading as follows: 

“In connection with the hearings before your committee on the proposed 
renewal of the reciprocal trade agreements program, I should like to take this 
means of expressing my opinion that this program should be extended and 
strengthened. It dela be extended for a sufficient period of time to engender 
confidence in our friends and allies of our continuing desire for close and friendly 
relationships with them. 

“Tt must be abundantly clear to us that the United States cannot live alone in 
today’s world. We need the important stimulus to our domestic economy of a 
large and expanding export trade. We need, in increasing degree, important raw 
materials from foreign areas. And, most of all, we need strong friends and allies 
in many parts of the world to join with us and support us in the defense and 
preservation of freedom and human rights. The United States cannot fight and 
win this battle alone. Loans and grants to our friends and allies cannot take 
the place of affording them the opportunity to grow stronger and closer to us 
through the development of normal international trade. From a financial stand- 

oint the latter course is more efficient and cheaper for the American taxpayer. 
ces a psychological standpoint this course lends a dignity, a confidence and a 
friendliness to our international relationships which loans and grants can never 
achieve. 
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‘“‘We have a national interest in seeing to it that other countries have the 
opportunity to earn the dollars with which to make payments to our exporters 
and investors. In connection with trade alone, United States exports including 
military aid shipments have averaged about $17 billion a year over the last 3 
years. This is almost $4 billion a year more than our imports in 1955 and 1956, 
and in 1957 the export surplus may have been $6 billion. This, of course, is not 
the entire story in our international payments but it serves to emphasize the fact’ 
that if our exports are to continue at high levels and to enjoy normal growth, and 
if we are not to finance such exports indefinitely through economic aid programs, 
we must continue on our side to make it possible for our foreign customers also to 
have growing opportunities to sell to us on a competitive basis and without 
excessive tariff and trade barriers. 

“An important additional fact that should not be overlooked is that it is 
estimated that 4 to 5 million Americans owe their jobs to American exports. 
Simply from the standpoint of numbers of individual American citizens affected 
by our international trade it is undoubtedly true that far fewer than this 4 to 5 
million citizens may be in any way affected by our imports since such a large part 
of our imports are raw materials which are processed domestically. 

“Tt is of course obvious that no one could advocate a reciprocal trade policy 
which would result in serious damage to our domestic economy or to the weakening 
of our national security. Clearly, advocacy of reciprocal trade must be based on 
just the reverse condition—a strengthening of our Nation’s security, and the 
maintenance of a vigorous domestic economy. It is bound to be true that imports 
always tend to infringe on certain parts and phases of our domestic economy. 
The basic and important thing to keep always before us is whether the total effect 
of our reciprocal trade on our total security and economy is beneficial or harmful. 
This is not to say that the difficult problems sometimes presented by reciprocal 
trade to certain areas and certain parts of our economy should not receive the most 
careful and sympathetic consideration; but to wreck or abandon our reciprocal 
trade program in order to give relief to limited parts of our economy is unthinkable 
because of the extent to which it would jeopardize our national security. 

“These individual problems should be considered objectively in relation to our 
total welfare and provided for in ways which will have minimal adverse effects on 
our overall reciprocal trade program and our overall domestic economy. Some 
readjustments in certain industries may be necessary at this time. Such re- 
adjustment periods can be smoothed out by Government help—industry by 
industry—on an emergency basis. It should be borne in mind, however, that 
many of our domestic problems related to imports are relatively temporary, and 
may well be alleviated by desirable readjustments in domestic industries and our 
country’s growing need for foreign raw materials. The essential thing is to 
assure friendly nations both by discussion and by our actions that we intend to 
meet the ups and downs of growing international trade—together. 

“We are convinced that the extension and improvement of our Reciprocal Trade 
Act is vital to the overall welfare and security of our country.”’ 

Since this letter was written I have seen nothing which seems to me to diminish 
or take away from the force of the arguments there presented. On the contrary, 
much has happened to impress upon me the urgency of the passage of this bill to 
cover a 5-year period. Our Nation has become aware of vigorous economic agres- 
sion by the Soviet Union in important areas which we have heretofore considered 
comfortably within the orbit of our trade relations. Unrest has developed into 
open conflict in parts of the world where our relations are delicate. The leader- 
ship of the United States economically is being put to the test. The current 
recession makes even more important the maintenance and improvement of good 
trade relations with other free countries. Healthy development of international 
trade is one of the best ways of improving the effectiveness of the free enterprise 
system. The 5-year extension of the Reciprocal Trade Agreements Act will make 
a vital contribution to that healthy development. 

I sincerely hope your committee will see fit to support this program. 

Respectfully yours, 
EvuGENE HOLMAN. 





Views or Mr. Harvey Picker, or Picker X-Ray Corp. 


On behalf of myself and my company I urge that the Committee on Finance 
approve H. R. 12591 without amendment, unless these are amendments designed 
to make this legislation a more effective tool for stimulating expanding world trade. 

Within the last few years, having traveled through most of the countries of the 








414 TRADE AGREEMENTS ACT EXTENSION 


world including Russia, I am convinced that the greatest threat of world conquest 
by the U.S. 8. R. lies not so much by military as by economic means. 

Any views based on Russian operation to date will badly underestimate its 
near future capabilities to trade with the rest of the world and provide technical 
assistance to go therewith. Aside from the few countries of northwestern Europe, 
who like the United States are bound to democracy through heredity and success, 
most of the countries of the world are so in need of increased living standards 
that they will turn to whatever country furnished them the best means for trade. 
Russia is about to attempt to do this. 

Were we to use the Trade Agreements Act to reduce the ability of other coun- 
tries of the world to trade with us, we would gain a pyrrhic victory. We might 
temporarily help a few United States companies, but country after country would 
follow the lead of Nasser and draw closer to the U. 8. 8. R. to the ultimate great 
detriment of ourselves. 

Were tariffs on X-ray equipment to be reduced it might reduce the profitability 
of Picker X-Ray. Yet, I am convinced that we in America are clever enough to 
be able to compete successfully with the other countries of the world. If we are 
not, then our much vaunted capitalistic system is not as good as we teli the 
world it is. 

I am convinced that Picker X-Ray and the United States are better off freely 
competing with the other countries of the world than we are having a very large 
part of the world market ultimately closed to us as China, North Korea, Czecho- 
slovakia, Poland, etc., have been—or as the Arabian countries may well be. 

Because I think it is in the enlightened long-range self-interest of our company 
and country, let me urge favorable action on this bill, preferably eliminating the 
escape clause to increase the tariff 50 percent above the 1934 level and the pro- 
vision permitting Congress to override the President’s decisions. 





RESOLUTION BY THE NortH ATLANTIC Ports AssocIATION SUPPORTING THE 
EXTENSION OF THE REcrIPROCAL TRADE PROGRAM, ADOPTED ON FRIDAY, 
OctToseEeR 11, 1957 


Whereas the reciprocal trade program has withstood successfully the test of 
almost a quarter-century’s operation in promoting and stimulating international 
trade throughout the free world to the economic betterment of our own and 
friendly foreign nations; and 

Whereas reciprocal trade among nations is a necessary factor for world peace 
and security; and 

Whereas working within the framework of the reciprocal trade program, the 
United States has greatly increased the worldwide exchange of goods and services 
and expanded and protected its own markets abroad for United States products 
through reciprocal adjustment of tariff and trade barriers, with the result that in 
ay the total value of United States exports and imports exceeded $30 billion, 
an 

Whereas it is an established principle of trade that nations and peoples buying 
from the United States must also sell to the United States if mutual benefits are 
to be achieved; and 

Whereas the reciprocal trade program has been reenacted 10 times by the 
Federal Congress since its original passage in 1934 and the law has been gradually 
limited and weakened by restrictive provisions in recent years; and 

Whereas the preservation of this beneficial and productive program is of 
paramount importance to the further achievement and maintenance of the 
continuing peace and economic security of our own and the other free nations 
of the world: Be it therefore 

Resolved, That the North Atlantic Ports Association request the Federal 
Congress to authorize a 10-year renewal of the reciprocal trade program beyond 
June 30, 1958, and register its strong opposition to current efforts to force a 
retreat by the Federal Government to a tariff program which would seriously 
restrict foreign markets for United States trade with the consequent undermining 
of our national economy; be it further 

Resolved, That trade, commercial, civic, economic, and cultural interests be 
urged to join in this effort to save and extend the reciprocal trade program, and 
thus preserve the keystone of our foreign-trade policy which has had the support 
of both great political parties for more than 2% decades. 
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LEAGUE OF WoMEN VoTeERS oF MontTGoMERY CouNTY, 
Silver Spring, Md., June 28, 1958. 
SENATE FINANCE CoMMITTEE, 


Senate Office Building, Washington, D. C. 
(Attention of Elizabeth B. Springer.) 


GENTLEMEN: In lieu of an appearance before your committee, the League of 
ag gee of Montgomery County ‘would like to go on record in favor of 

. R. 12591. 

Having jst completed a st:dy of world trade in relation to the United States 
and the variovs instrumentalities for handling it, o1r membership overwhelmingly 
believes that no bill more restrictive than H. R. 12591 would serve the general 
welfare of our people and the Nation. 

If any changes are to be made in this bill, we would like to see them in the 
direction of freer trade. We particularly urge the retention of the 5-year feature 
and the final authority of the President in escape-clause cases and emphasize our 
concern that no crippling amendments be added. 

Yours very truly, 
GRETCHEN W. CasEY 
Mrs. Thomas G. Casey, President. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, June 30, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

My Dear Mr. CuHarrRMan: Reference is made to your letter of June 13, 1958, 
requesting the views of this Department on H. R. 12591, to extend the authority 
of the President to enter into trade agreements under section 350 of the Tariff 
Act of 1930, as amended, and for other purposes. 

The proposed legislation would extend for a period of 5 years, that is, until the 
close of June 30, 1963, the authority of the President to enter into foreign trade 
agreements under section 350 of the Tariff Act of 1930, as amended. 

This Department strongly recommends the enactment of H. R. 12591 in its 
present form. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
Frep C. ScriBner, Jr., 
Acting Secretary of the Treasury. 


(Whereupon, at 5;45 p. m., the committee adjourned to reconvene 
at 10 a.m. Tuesday, June 24, 1958.) 
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A TUESDAY, JUNE 24, 1958 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a. m., in room 312 Senate 
Office Building, Senator Harry Flood Byrd (chairman) presiding. 

Present: Senators Byrd (chairman), Kerr, Long, Anderson, Doug- 
las, Gore, Martin, Williams, Flanders, Malone, Carlson, Bennett, and 
Jenner. 

Also present : Elizabeth B. Springer, chief clerk. 

The Cuairman. The meeting will come to order. 

Senator Kerr. Mr. Chairman, I have the pleasure this morning of 
presenting to the committee Mr. W. A. Delaney, Jr., of Ada, Okla., who 
is scheduled to appear before the committee at a later date, but who 
has had a business trip and a trip with his family scheduled to Europe 
for some weeks and leaves tomorrow, and I certainly appreciate the 
indulgence of the committee in letting him appear here this morning 
and having his statement appear in the record of July 3, the date he 
was scheduled to appear along with other witnesses who will testify 
on the oil imports. 

Mr. Delaney is accompanied by Congressman John Jarman of Okla- 
homa, of the Fifth District. 

Did you want to accompany the witness up here, Mr. Jarman? 

The Cuarrman. Mr. Delaney and Mr. Jarman, if you would come 
forward, please. 

Mr. Jarman. Thank you, Senator. 

The Cuatrman. Gentlemen, we are pleased to have you. 

You may proceed, sir. 

Senator Kerr. I will explain to Mr. Delaney that the time of the 
committee would not permit the reading of his entire statement and 
will tell him he can summarize it and put his entire statement in the 
record, Mr. Chairman, if that is agreeable. 

The Cuatrman. The procedure will be agreeable. 

(Mr. Delaney’s oral remarks and prepared statement appear as 
part of the proceedings of the hearing on July 3.) 

The CuairMan. The first witness is Mr. Harry S. Radcliffe. 
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STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF IMPORTERS, INC. 


Mr. Rapcuirre. My name is Harry S. Radcliffe, and I am the execu- 
tive vice president of the National Council of American Importers 
with headquarters at 45 East 17th Street, New York City. 

I appear this morning in favor of the extension of the Reciprocal 
Trade Agreement Act and in order to give the approval of our or- 
ganization to the pending bill, H. R. 12591, with some changes that 
we hope will make a constructive improvement in the bill. 

Although the National Council of American Importers has advo- 
cated that in these critical times the program be given stability by an 
11-year extension, we now strongly support the proposed 5-year ex- 
tension. 

We do, however, respectfully submit that in view of the anticipated 
developments arising from establishment of the European Common 
Market and the possible creation of free trade areas in Europe and 
other parts of the world that 5 years should be the minimum period 
for the extension of the act. 

We also support the proposed new bargaining authority permitting 
the gradual reduction of tariff rates by 25 percent of the rates in effect 
on July 1, 1958; or, alternatively, by 2 percentage points; or, if higher 
than 50 percent ad valorem or its equivalent, down to that tariff level. 

We oppose, however, two features now in the bill: 

(1) The provisions permitting a sudden increase as a result of an 
escape clause case of any existing rate to a duty rate 50 percent higher 
than the rate which was in effect on July 1, 1934. 

(2) The provision authorizing the President to establish a duty at 
aps not in excess of 50 percent ad valorem on articles which are free 
of duty. 

As to the proposal to authorize duty rates to be increased 50 percent 
above the July 1, 1934, rates, we wish to point out that those rates are, 
with few exceptions, the Hawley-Smoot traff rates of 1930. 

Where a given rate was reduced by the full 50 percent authorized 
by the original Trade Agreements Act of 1934, and by another 50 
percent authorized by the act of 1945, and by an additional 15 percent 
authorized by the act of 1955, the rate that will be in effect on July 1, 
1958, represents 2114 percent of the July 1, 1934 rate. 

An increase from 211, to 150 percent of the July 1, 1934, rate means 
a sudden rise in the duty rate of slightly over 700 percent. 

To subject any rate of duty that has been reduced by trade agree- 
ment negotiations since 1934 to an increase, as a result of an escape 
clause investigation, to a protective level 50 percent above the notori- 
= high Hawley-Smoot rates is a preposterous proposition. 

nder such an intolerable situation, even a rumor in the market that 
a domestic industry was thinking of making an application to the 
Tariff Commission under the escape clause would cause importers to 
run for cover. 

I can assure this committee that the adoption of such a drastic pro- 
vision will cause so much uncertainty among importers that it stands 
to reason that our import volume will be adversely affected. 

When that happens, our export trade volume is bound to suffer to 
a corresponding degree at the very time when the contribution that 
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both exports and imports are making to domestic employment is so 
important to our economy. 

e, therefore, wish to suggest that the escape clause be completely 
rewritten to restore its original purpose, that is, to permit the last 
trade agreement concession made to be withdrawn in whole or in part; 
that the section specifically provide in no case shall the duty rates ex- 
isting on July 1, 1958, be increased by more than 50 percent above 
such rates; and that the authority to impose import quotas be deleted 
from this section. 

The proposal to authorize the President to impose a duty as high 
as 50 percent ad valorem on articles on the free list is alarming and 
should, we respectfully submit, be rejected by your committee. We 
believe that an increase from no duty at all to a rate as high as 50 
percent ad valorem or its equivalent, is entirely too drastic. 

If articles are to be transferred from the free list to the dutiable 
list, we urge that the change be limited to a rate of duty no higher 
than the rate of duty on a similar dutiable article. Classification by 
the similitude rule in paragraph 1559 of the Tariff Act of 1930 should 
be required. 

To give one illustration to make our point clear: Barbed wire is now 
on the free list. If the President should ever impose a duty on this 
article under the proposed provision, it is our suggestion that the 
rate should not exceed the duty rate on fencing wire, which is one- 
fourth cent per pound, equivalent at the present time to about 4 per- 
cent ad valorem. 

Since the Trade Agreements Act was enacted in 1934, there has al- 
ways been a prohibition against the transfer of goods between the 
dutiable and free list. If, as now proposed, authority is to be included 
in the act to impose a duty on duty-free articles, we submit that, in all 
fairness, corresponding authority should be written into the law to 
remove the duty on certain imported articles. 

Specifically, we propose that the Congress direct the Tariff Com- 
mission to prepare at once a preliminary list of articles which it finds 
are not produced at all, or which are commercially produced only in 
insignificant quantities, in the United States. 

Under our proposal, the preliminary list should be made public by 
the Tariff Commission, and prompt hearing should be called to permit 
any interested party to suggest additions to or deletions from such 
preliminary list. 

On the basis of these hearings, we suggest that the Commission be 
directed to submit a final list of articles that it finds should be duty 
free to the Congress for consideration. 

We then respectfully suggest that the Congress, after making any 
changes in the list deemed necessary, should authorize the President 
to transfer any article on such approved final list to the free list of 
the Tariff Act as a concession in future trade agreement negotiations. 

We should like to offer some specific suggestions for changes in the 
bill which we believe are necessary for clarity and for the more effec- 
tive operation of the act: 

1. The bill adds new wording to section 7 (a) of the Extension Act 
of 1951, to permit “organizations or groups of employees” to file ap- 
plications for escape clause investigations. We assume the word “or- 
ganizations” was meant to refer to trade unions. 
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_ We wish to point out, however, that the word “organization” stand- 
ing alone could mean any organization, even our own. 

Although we would hardly be expected to request escape clause in- 
vestigations, some other organizations that I can think of might do so. 
We, therefore, a that the language be amended to read “trade 
unions, locals, or other groups of employees.” 

2. We strongly recommend that the escape clause provisions be 
amended to give the Tariff Commission discretion to institute formal 
investigations upon applications by interested parties. We, there- 
fore, further suggest that the words in section 7 (a) of the act of 
1951 reading “upon application of any interested party” be changed 
to read “when in the judgment of the Commission there is a good 
wee sufficient reason therefor upon application of any interested 
party.” 

Our suggested language, by the way, is taken from section 336 of 
the Tariff Act of 1930 relating to cost of production investigations by 
the Commission. 

In this connection, we wish to point out that when the Tariff Com- 
mission receives an application from an interested party under sec- 
tion 336 or 337, it always conducts a thorough preliminary investiga- 
tion to determine whether or not a formal investigation is required. 

That was also the practice of the Commission in escape clause 
cases prior to 1951. 

It is my impression that this point was not generally understood 
when the Congress inserted the escape clause provisions in the Tariff 
Act of 1951 including language making it mandatory that a formal 
investigation be instituted upon every application by an interested 
party. 

3. We suggest that the same discretion be given to the Director of 
the Office of Defense Mobilization by substituting the words “when 
in the judgment of the Director there is a good and sufficient reason 
therefor upon application of an interested party” for the words “upon 
application of an interested party” in the amendment contained in 
the present bill to section 2 (b) of the act of July 1, 1954. , 

4. We suggest that the escape clause be further amended to provide 
that the Tariff Commission shall not entertain any application for 
an investigation on an imported article that has been subject to a com- 
plete investigation with findings of no threat of serious injury until 
after a period of two years has elapsed. 

The Tariff Commission is now required by Executive Order 10401 
to review all escape clause cases in which the trade agreement conces- 
sion was withdrawn, modified, or suspended, not more than 2 years 
after such action was taken. 

5. Peril points: We note that the amendment to section 2 (b) of 
the act of July 1, 1954, requires the Director of the Office of Defense 
Mobilization to “seek information and advice from other appropriate 
departments and agencies” in the couse of investigations he makes to 
determine the effects on the national security of certain imports. 

We respectfully suggest that section 3 (a) of the Trade Agreements 
Extension Act of 1951 be similarly amended to require the Tariff 
Commission to seek information and advice from other appropriate 
Departments and agencies in the investigations it makes to determine 
peril points. 
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6. The proposed new section 350 (f) provides that during the course 
of negotiating any foreign-trade agreement—and this is a new pro- 
vision—the Pretant should seek information and advice with respect 
ae agreement from representatives of “industry, agriculture, and 

abor. 

It is not clear whether or not the word “industry” includes United 
States exporters and importers. We, therefore, suggest that the words 
“exporters and importers” be inserted after the word “industry” in 
this subsection, in the interest of clarity. 

7. Next, with reference to section 350 (e) (1), relating to the Presi- 
dent’s annual report on the operation of the trade agreements program, 
we approve the amendment requiring that such report include infor- 
mation regarding the results of actions taken to obtain the removal 
of foreign trade restrictions against United States exports. 

We do wish to call attention to the fact that the most effective way 
to obtain the removal of such foreign trade restrictions against our 
exports is the continued active participation by the United States in 
the General Agreement on Tariffs and Trade (GATT). 

8. Minor changes are made in section 336 of the Tariff Act of 1930, 
relating to equalization of cost production. We suggest that a further 
amendment be made to this section to provide some procedure for the 
review by the Tariff Commission of cases in which the duty rates were 
increased many years ago as a result of investigations under this 
section. 

Certainly, in the past 20 years or more, the differences in cost of 
prompt of domestic articles, and like or similar foreign articles 

ave changed materially. 

In the few cases where the President proclaimed duty increases as 
a result of investigations made under section 336 over 20 years ago, 
we submit that new cost-of-production investigations involving pres- 
ent-day conditions are in order, notwithstanding section 2 (a) of sec- 
tion 350 of the Tariff Act of 1930, as amended. 

The original Trade Agreements Act of June 12, 1934, which is 
section 350 of our Tariff Act, has been amended many times. In 
addition, the provisions of the Trade Agreements Extension Act of 
1951 and of the Act of July 1, 1954, relate to this legislation. The 

resent bill proposes to amend all three of these acts still further. 

his makes for confusion. 

Consequently, in conclusion, we would suggest that a clean bill be 
presented containing the original 1934 Trade Agreements Act as 
amended by subsequent legislation, including the changes in the pend- 
ing bill which are finally adopted. 

Thank you very much. That completes my statement. 

The CuarrMan. Are there any questions ? 

Senator Lone. I would like to ask about one matter here, Mr. 
Chairman. 

The Cuarrman. Senator Long? 

Senator Lone. You make the statement that you think certain 
articles, which are either not produced at all or produced in very 
small quantities in this country should be duty free? 

Mr. Rapcuirre. Yes, sir. 

Senator Lone. What is the point in making them duty free if we 
do not produce them in this country? It would just deprive the 
Treasury of some income. 
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Mr. Ravcerirre. Putting it in reverse, sir, what is the point of 
putting a duty on it if it is not produced in this country? 

We do not use duties nowadays for revenue purposes but for pro- 
tection of domestic industry. 

Senator Lone. We do receive quite a bit of revenue though, don’t 
we? 

Mr. Ravciirre. In the early colonial days it was the major part 
of our Federal revenue. 

Senator Lone. That was the primary source of income of the 
country ¢ 

Mr. Rapcurre. That is right, sir. It ran over 85 percent of all 
Federal receipts. 

Senator Lone. A duty on coffee, bananas, and similar items might 
ultimately have the effect of an indirect sales tax but it does bring 
income to the Government. 

Why remove the duty from goods we do not produce in this 
country? It would not expand trade, would it? 

Mr. Rapcutrre. I think that it would be a valuable concession in 
negotiation of trade agreements. In fact, it would provide more 
potent bargaining power than 2 percentage points on an article that 
now has a very low rate of duty. 

Senator Lone. Could you give me an example of how that would 
expand trade? If all of our supplies are coming from foreign 
sources, it might reduce the price a little, but I don’t see how it would 
expand the trade. 

Mr. Rapcutrre. It probably would expand the trade because some 
of these articles not produced in this country are subject to an ad 
valorem duty which is very complex even with the Customs Simplifi- 
cation Act. It is still a complex procedure which causes some hesita- 
tion on the part of importers to go in too deeply because they may 
run into a situation where they wouldn’t know their customs obli- 
gations perhaps for months to come. It would stimulate the trade 
if it were on the free list. 

Senator Lone. Can you tell me whether, in your judgment, there 
are a large number of articles upon which the tariff is so high that 
it precludes any importation of those articles in a practical sense? 

ou do not have a list here, but I would like to know if you think 
pe condition is general with regard to a substantial number of 
articles. 

Mr. Rapcuirrr. Well, of course, there is no way of knowing what 
articles are being kept out because of high rate of duty, because they 
do not appear in our import trade picture statistically or otherwise, 
but it is a fact that from time to time we hear of a case where the 
importer has found that the price the foreign producer wants, plus 
the duty and other costs of bringing it here are too high and he just 
does not bother with that item, because he cannot foresee a profit on it. 

Senator Lona. Thank you. 

The Cuarrman. Thank you very much, Mr. Radcliffe. 

Senator Maton. I would like to ask a couple of questions, Mr. 
Chairman. 

The CHarrman. Senator Malone. 

Senator Matons. I think your statement is very clear. 


Are you the executive vice president of the National Council of 
American Importers, Inc. ? 
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Mr. Ravcuirre. Yes, sir. 

Senator Matonr. How many members do you have of your organi- 
zation ¢ 

Mr. Ranvcuirrer. At the present time, about, I would say 615 to 625. 

Senator Matone. Where are they mostly located? 

Mr. Rapcuirre. Well, there is a big concentration in New York City 
area, because a great portion of our import trade volume comes in 
there, but we do have members on the west coast, the Midwest and the 
gulf, and New England, around the country. 

Senator Martone. Of course you understand this trade act very 
thoroughly, I can see that. 

Do you know that the President or the Secretary of State, who has 
testified he is the spearhead of the arranging of bilateral and multi- 
lateral trade agreements as representative of his department sit in at 
Geneva, you are of course aware that the President or the Secretary 
of State, however you might word it, can trade a part or all of any 
industry in this country if he thinks that it will be favorable to and 
advance his foreign policy ? 

Mr. Rapcrirre. Did I understand you to say that he could bargain 
away an American industry ? 

Senator Martone. Yes, that is right. 

Mr. Rancutrrr. I don’t know, he has his limitations as to what du- 
ties might be reduced. 

Senator Mavone. That is right. He has his limitations as to the 
reduction, the first one in the original act of 1934 being 50 percent. 

Mr. Rapcurrre. That is right, sir. 

Senator Matonre. When was it, the second one—— 

Mr. Rapcuirre. In 1945 when the act was renewed there was an- 
other 50 percent. 

Senator Martone. Yes. But it was renewed several times in the in- 
terim. It was never more than 3 years and 1 year on 2 different oc- 
casions, wasn’t it? 

Mr. Rapcuirre. Yes, it was renewed 10 times. 

Senator Matonr. Yes. Two 1-year renewals. 

Then, he can reduce the duties, make this trade on any industry that 
he might see fit to make such a trade, can he not, within the limits 
of the act? 

Mr. Rapcuirre. Certainly. 

Senator Martone. And to that extent, trade that part or if it works 
out that way, all of the industry, if he thinks that in the overall pic- 
ture of advancing his foreign policy it is desirable, can he not? 

Mr. Rapcuirre. He can make the reduction of rates within the lim- 
its provided in the law. 

Senator Matone. Yes. And of course you—— 

Mr. Rapcuirre. And he has done so without 

Senator Matonr. That is right. We understand each other. 

You understand that any fixed duty or tariff is lowered in direct 
proportion to the extent of inflation, do you not? 

Mr. Rancuirre. Specific duties during a period of inflation tend to 
lose their ad valorem equivalent. 

Senator Matone. That is right. If they are ad valorem they would 
be the same percentage in any case so their relative protection would 
be the same. 
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Mr. Rapcuirre. That is right, sir. Talking about specific duty 
goods—— 

Senator Martone. Yes. But on specific duty goods, the tariff is 
lowered to the extent of the inflation. 

Mr. Rapcuirre. Yes, sir. 

Senator Matone. The Chairman of the Federal Reserve Board testi- 
fied before the committee that the 1948 dollar is now worth 48 cents. 
That is about right, is it not ¢ 

Mr. Rancuirre. I would not know. 

Senator Kerr. The 1939 dollar ? 

Senator Matone. 1939 dollar. I stand corrected. 

And many believe that on the 1934 dollar it is worth about 35 cents. 
But the argument, in any case, is that whatever amount it is lowered, 
any fixed duty is lowered to that extent. 

Mr. Rapcuirre. It is lowering the ad valorem contents of the specific 
duty goods. 

Senator Matoneg. So in order to have the same effect they had in 
1934 the fixed duties would have had to be raised in proportion ? 

Mr. Ravcurre. That is a theoretical way to balance it out and give 
it the same ad valorem effectiveness that it had in those days. 

Senator Matong. That is right. 

Now, in effect then, however the duties are lowered, at least they are 
not raised to offset the effect of that lowering, so to that extent the 
glass, crockery or any other industry can be lost to this country ? 

Mr, Rapcuirre. There is no automatic escalator clause in our tariff, 

sir. 
Senator Martone. Yes. Do you know that the 36 foreign nations 
(we are a member, making a total of 37) that are party to the GATT, 
General Agreements on Tariffs and Trade, located in Geneva, do not 
need to keep their part of the agreement as long as they can show they 
are short of dollar balance payments ? 

Mr. Rapcuirre. Well, if they are in balance-of-payment difficulties 
there are special provisions in the GATT to recognize that situation. 

Senator Martone. And they do not need to live up to their part of 
the agreement as long as that prevails? 

Mr. Rapcuirre. Well, the purpose, I believe, of that provision is that 
when a nation is in balance-of-payment difficulties, they are relieved 
of some of their obligations under the GATT arrangement in order 
that they can put their house in shape so they can be in a position to 
fulfill their obligations. 

Senator Martone. That is a very good explanation, but they do not 
need to keep their part of the agreement. 

Mr. Rancuirre. I think there are certain formalities so that they 
cannot do it unilaterally. 

Senator Martone. As long as that is the case. 

How do they do it? 

Mr. Rapcurre. Well, they do it by laying the situation before the 
GATT at its annual sessions and getting a special dispensation. 

Senator Matone. Well, I guess they have no trouble there, because 
the facts are that almost every nation in the world has import prmits, 
exchange permits, and all but 2 or 3 of them manipulate their money 
value in terms of the dollar for trade advantage. 

You are aware of that fact,are younot? 
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Mr. Rapcuirre. Oh, yes, sir. 

Senator Matonr. Then you would not say they were keeping their 
agreements under those conditions? 

Mr. Rapcuirre. I think that every nation has certain problems, if 
they are short of dollars they have got to put in certain restrictions 
to limit the use of those dollars to essentials rather than nonessentials. 

Senator Matonr. That is provided in the GATT arrangement? 

Mr. Rapcutrre. Yes, sir. 

Senator Martone. Now then, concerning the dollar shortage I have 
my Own opinion, There is one way you and I can have a dollar 
shortage, but two ways a nation can have it. 

You are perfectly familiar with the way they have a dollar shortage ? 

Mr. Rapcutrre. Yes, sir. 

Senator Martone. You and I can have it by expending more than 
we earn in a given time and the banker takes exception to it and we 
have to look at the hole card. 

Now a nation can do it the same way by expending more than they 
earn, can they not, in any given period ? 

Mr. Rapcutrre. Well, of course the balance-of-payment situation 
would require that there is always some way that the ledger must 
balance. "Tf they do not have the actual cash they would have to 
have credits, because no exporter, if we are talking about trade, no 
exporter in this country is selling his goods for pesos or any foreign 
currency. He wants hard United States dollars. 

Senator Martone. Isn’t the reason for that that they have a price 
fixed on their pesos, or whatever they call their money, that is higher 
= eae: price? Isn’t that the reason they cannot spend them 

rectly ¢ 

Mr. Ravcutrre. Well, I do not know about that particular angle, 
about whether the foreign exchange rates for the foreign currencies 
are realistic or not. 

Senator Matone. Well, of course 

Mr. Rapcuirre. Some of them are arbitrarily set and maintained 
arbitrarily. 

Senator Matonr. Well, there is no use of our getting into an argu- 
ment. All you need to do is to look at the record. They are not 
realistic, so I will tell you that and give you a good start in studying it. 

Now then, the point is and my direct question is, they do not have 
to keep their part of the agreement as long as they can show they are 
short of dollar balance or some excuse for not keeping it, do they? 

Mr. Rapcuirre. They can impose import restrictions or foreign ex- 
change control if they are short. 

Senator Martone. That is right; and they do. 

Mr. Rapcuirre. That is right, sir. 

Senator Matone. And you are fully aware of that when you recom- 
mend extension on that basis? 

Mr. Rapvcuirre. That is right. 

Senator Matone. And it is the Secretary of State who spearheads 
the negotiation of the bilateral trade agreements, and so testified to 
here Saturday by the Secretary, and his representative sits in at 
Geneva. 

Mr, Rapcuirre. Yes, indeed. 
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Senator Matone. And you know, of course, that no Congressman 
or Senator is allowed to know what the negotiations are about until 
they are completed? Or do you know that? 

Mr. Rapvcurrre. It seems to me there was a delegation from the Con- 
gress that accompanied our negotiators in 1955, ee 

Senator Matoneg. If they were allowed to find out anything it was 
very secretive because the general testimony of the Secretary was 
that if they allowed anyone to know about it, it would defeat their 
power to negotiate. ; 

Mr. Rapcuirre. Well, this pending bill, as I mentioned, provides 
that they shall negotiate these in the future with the advice and 
consent of labor, agriculture, and industry. 

Senator Matonr. Is that advice gained here through the Committee 
for Reciprocity Information ? 

Mr. Ravcuirre. Well, I assume this provision was intended to go 
further than that because they have at all times prior to a trade agree- 
ment negotiation held hearings before the Committee for Reciprocity 
Information. 

Senator Martone. That is right; right here in Washington. 

Mr. Rapcuirre. And I think that the proposed amendment to the 
law probably meant they would be invited to go along with the nego- 
tiators. 

Senator Matone. Do the industries that appear before this Commit- 
tee for Reciprocity Information know what is done with the infor- 
mation ? 

Mr. Rancutrre. No, sir, not after the hearings are concluded. 

Senator Matone. Yes. 

Mr. Rapcuirre. Oh, no, 

Senator Matong. And no representative industry is allowed to sit 
in on the negotiations, are they ? 

Mr. Rapcuirrer. Not at the present time, no, sir. 

Senator Matonr. And they are not allowed to know what they are 
negotiating about until after it is completed and signed ? 

Mr. Rapcuirre. It is a completely secret process after the public 
hearings. 

Senator Martone. Now you do know that the Constitution pointedly 
separates the regulation of the national economy from the regulation 
or fixing of foreign policy, do you not ? 

Mr. Rapcuirre. Yes, indeed. 

Senator Martone. In other words, in article I, section 8, the legisla- 
tive branch is assigned the responsibility of regulating foreign trade 
and fixing the duties, imposts and excise that we call the tariffs, and 
the executive in article IT, section 2, is charged with the responsi- 
bility of fixing foreign policy. 

You know that? 

Mr. Rapcuirre. Yes, sir. 

Senator Martone. Now then you do know that the 1934 Trade Agree- 
ments Act ties the two together under the executive and gives him full 
Seen to negotiate both, to the limit of the latitude given him in 
the act! 

Mr. Rapcuirre. Yell, I am not a lawyer, Senator, but I under- 
stood 

Senator Martone. Neither am I. You understand that is a fact? 
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Mr. Rancrirre. I understand it is a constitutional delegation of 
power, a proper delegation of power. That is affirmed by the fact 
if it had been wrong legally or constitutionally in 1934 certainly the 
fact that the Congress has given its blessing to it nine more times 
would seem to dispose of that point to my mind. 

Senator Matone. Well, answer my question, and that is you do 
know that it tied the two together under the executive to the extent of 
the latitude given the President under the act in the regulation of the 
economy, to regulate the economy. 

You know that? 

Mr. Rapcrirre. Oh, ys. 

Senator Martone. There is no use in our getting into an argument 
as to the Constitution on that. 

Mr. Rapvcuirre. I could not hold my end up on that question. 

Senator Matonr. There has been a case trying to get it before the 
Supreme Court for several years. . 

It has never been before the Supreme Court. 

Now you do know if we do not extend this act, it dies at midnight 
June 30 of this year ? 

Mr. Rapcuirre. That is right, sir. 

Senator Matone. Do you know what happens if we do not extend 
it? 

Do you know what the procedure would be? 

Mr. Rapcuirre. Oh, yes, surely. 

Senator Matone. What would it be? 

Mr. Rapcuirre. The trade agreement rates would remain in effect 
and, of course, the executive would have no authority to negotiate new 
trade agreements or to renegotiate any part of the old ones, but every- 
thing else would remain as is. 

Senator Matong. Well, I have some news for you, and that is that 
of course you are right that there can be no new negotiations after 
midnight of June 30 in bilateral trade agreements by the State De- 
partment or multilateral agreements in Cente: but upon 2 months’ 
notice to the Secretary of the United Nations, I think the wording 
[sa 

Senator Kerr. I do not understand the Senator. 

Senator Matone. On 2 months’ notice to the Secretary of the United 
Nations—— 

Senator Kerr. To the Secretary of the United Nations? 

Senator Matong. It is official notification to the Secretary General 
of the United Nations, 6 months’ notice of withdrawal of the United 
States from these trade agreements, then all of the products covered 
with multilateral trade agreements in Geneva revert to the Tariff 
Commission, an agent of Congress to be regulated under section 336 of 
the 1930 act, did you know that ? 

Mr. Rapcuirre. Well, as to section 336, there is a prohibition now 
against resorting to section 336 on the cost of production investigation 
for any item that has been subject to the Trade Agreements Act. 

Senator Martone. But they all revert. Upon 2 months’ notice to the 
Secretary General of the United Nations that the United States is 
withdrawing all of the multilateral trade agreements acts are com- 
pletely nullified. 
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Mr, Rapcuirre. I really am not familiar with the 60-day notice to 
the United Nations. I did not know that the United Nations were in 
the picture on our trade agreements, It may be the GATT, but I think 
then it is a longer notice, 6 months’ notice, I would say. 

Senator Martone. I was not expecting to have an argument about 
that, but I will correct it if it is technically wrong. 

Mr. Rapciirre. I was just stating 

Senator Martone. Do you understand if the United States or any 
party to these multilateral agreements serves a notice of 60 days they 
are out of it? 

Mr. Rapcuiirre. Not under the so-called escape clause of the GATT. 

Senator Marone. No, it has nothing to do with that—you are just 
out from under the whole business on 60 days’ notice. 

Mr. Rapcuirre. I know that a nation can withdraw from the 
GATT. And also there is provision in all of our trade agreements in- 
cluding the remaining bilateral ones which permits the cancellation 
of that upon a 6 months’ notice by either party. 

Senator Matonz. Sixty days? 

There has been much misinformation put out about these trade 
agreements. On June 30 if the 1934 Trade Agreements Act, as ex- 
tended, is allowed to expire we revert to the 1930 Tariff Act which is 
a part of the law of the land although superceded by the 1934 act. 
Now take this and check it so that you can communicate with the 
chairman and make any statement you care to for the record : when the 
1934 act expires we revert to the 1930 act and, upon 60 days’ notice to 
the Secretary-General of the United Nations, any of the multilateral 
agreements expire. 

Mr. Rapcuirre. All right, sir. 

Senator Matong. All of the products covered by multilateral trade 
agreement acts negotiated in Geneva revert to the Tariff Commission 
under the 1930 act. 

Mr. Rapcuirre. They go back to the 1930 act ? 

Senator Martone. That is right. 

Under the statutory 

Mr. Rapcuirre. I think that is a deplorable situation; I think we 
ought to have a modern 1958 Tariff Ket freezing the July 1, 1958, 
rates. 

Senator Martone. Well, you would have that if you let them go 
back. Because it isa flexible tariff, don’t you remember ? 

Mr. Ranvcuirre. I remember that. 

Senator Martone. Because then they could examine any product 
that your people are interested in, and if they find that the existing 
tariff or duty does not represent the difference in the cost of produc- 
tion they can adjust it ? 

Mr. Rapcrirre. That is is right, sir. 

Senator Martone. Reasonable cost of production here, and in the 
chief competing nation, then they raise or lower it to confirm to it. 

And they can do that every time there is a change in that rela- 
tionship. , : : 

So if that nation was ever living about like this Nation, free trade 
is automatic, isn’t it ? 

Mr. Ranvcrtrre. That is right. 

Senator Matonz. And I am for free trade on that basis. 
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Now in the matter of bilateral trade agreements, upon 6 months’ 
notice to the nations—— 

Mr. Ravcxtrre. That is right, sir. 

Senator Matone (continuing). With which you have bilateral 
trade agreements, those products revert to the Tariff Commission on 
the same basis, you knew that, did you not? 

Mr. Rapcuirre. Oh, yes, sir. 

Senator Matonz. So there is only a difference in principle. 

The people that you are testifying for are for the President and 
the Executive to have the authority delegated to Congress under the 
Constitution ? 

Mr. Rapcuirre. That is correct. 

Senator Matone. And some of us are not for it. 

You understand that? 

Mr. Rapcuirre. Yes, sir. 

Senator Matong. Thank you. 

The Cuarrman. Thank you very much. 

Mr. Ravcuirre. Thank you, Mr. Chairman. 

The Cuarman. The next witness is Col. Thomas J. Weed, of the 
World Trade Association. 


STATEMENT OF THOMAS J. WEED, REPRESENTATIVE, SAN FRAN- 
CISCO PORT AUTHORITY, ON BEHALF OF THE SAN FRANCISCO 
AREA WORLD TRADE ASSOCIATION AND RELATED ORGANIZA- 
TIONS 


Mr. Weep. Thank you, Mr. Chairman, for the privilege of ap- 
pearing. 

Fortunately, my testimony will take only about a matter of a few 
minutes. 

The statement regarding the vital importance of the renewed and 
strengthened Reciprocal Trade Agreements Act to San Francisco 
area and Western United States business interests, presented by 
Thomas J. Weed, Washington, D. C., representative of the San Fran- 
cisco Port Authority on behalf of the San Francisco Area World 
Trade Association and related organizations, in the field of world 
business and finance. 

The San Francisco international business community has supported 
the Reciprocal Trade Agreements Act from its inception. The San 
Francisco Chamber of Commerce, for example, first enunciated its 
tariff policy on February 4, 1932, calling upon the Congress for 
machinery for reciprocal concessions in tariff rates in the interest of 
the revival and upbuilding of our foreign commerce. 

A principal architect of the reciprocal trade agreements program 
was the late San Franciscan, Dr. Henry F. Grady, then manager of 
the chamber’s world trade department and later Assistant Secretary 
of State for Economic Affairs in charge of the trade agreements pro- 
gram under Secretary of State Cordell Hull. 

Dr. Grady was later president of the American President Lines 
and United States Ambassador to Greece, India, and Iran. He was 
a life-long advocate of a dynamic, enlightened, and practical world- 
trade policy for the United States. 
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The business community commends the Congress for its role in 
initiating and continuing the Trade Agreements Act, first passed in 
1934 and renewed from time to time since its initial passage. 

Strong support is also given to the General Agreement on Tariffs and 
Trade, which, with the new European Common Market, is absolutely 
essential if the United States is to maintain its competitive position in 
world markets. 

No other instruments have had a more beneficial effect than the 
Trade Agreements Act and the GATT in expanding our trade and 
strengthening our friendly relations with other countries. This has 
been amply demonstrated not only by the volume and value of our 
multi-billion-dollar international business today but by the fact that 
the Congress of the United States has extended the act from time to 
time since 1934 and, in each instance, all phases of the act have been 
carefully considered and studied by both the Legislature and by 
American business. The benefits of this act have been particularly 
well adapted to those aspects of the foreign policy of the United States 
which are designed to replace foreign aid by foreign trade and, 
thereby, to strengthen both the free enterprise economy of this Na- 
tion and that of other nations of the free world. 

Because of the proven success and the benefits that have been 
derived from the Reciprocal Trade Agreements Act, and because of 
its adaptability to current world conditions, we now urge that the 
Congress renew this act in its present form as permanent law. 

Such action we firmly believe will add needed stability, continuity, 
and permanence to our economic policies, both at home and abroad, 
and will strengthen our international position. 

We feel that the escape clause and the peril point amendments to 
the act are cumbersome and further studies should be undertaken for 
their early revision. It is also believed that in no event should the 
decision on whether or not to raise tariffs in escape-clause cases be taken 
from the President and given to the Tariff Commission or another 
entity. 

The San Francisco area international business community reaffirms 
the policy first enunciated in 1932 and recommends renewal of the 
Trade Agreements Act in its present form for not less than 5 years 
and, preferably, without an expiration date. 

That, Mr. Chairman, is the statement furnished to me and which I 
was directed to present. 

The Cuarrman. Thank you very much, Colonel. 

Are there any questions ! 

Senator Matone. Your name is Col. Thomas J. Weed ? 

Mr. Weep. Yes, sir. 

Senator Matone. You say this was a statement furnished to you? 
By whom? 

Mr. Weep. By the World Trade or the San Francisco World Trade 
Community. 

That is made up—— 

Senator Martone. San Francisco Port Authority ? 

Mr. Weep. Sir? Iam the representative here of the port authority. 

Senator Martone. San Francisco Port Authority ? 

Mr. Weep. The port authority, sir, is a member of those different 
organizations. 
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Senator Matonr. On behalf of the San Francisco Area World 
Trade Association and related organizations in the field of world busi- 
ness and finance. 

Have you then, of your own account, studied the 1934 Trade Act as 
extended ? 

Mr. Weep. No, sir, Senator. I am the representative of the San 
Francisco Port Authority. 

My chief mission here is in connection with transportation, and I 
was requested to come before the committee and to deliver this state- 
ment. 

Senator Martone. You have heard the questioning of the other wit- 
nesses, and I think there would be no point in questioning you as you 
are just a third party delivering the message. 

Mr. Weep. Yes, sir. 

Senator Martone. You did hear the questioning and the answers 
that under this 1934 Trade Agreements Act as extended 10 times for 
from 1 to 3 years, you can remake the industrial map of the United 
States, could you not ? 

Mr. Ween. I rather think you could, Senator. 

Senator Matonr. Well, I don’t want to embarrass you if you have 
not studied it and I think, Mr. Chairman, that is all. 

The Cuatrman. If there are no further questions, thank you very 
much. 

Mr. Weep. Thank you very much. 

The CuatrmMan. The next witness is Mr. Ralph B. Dewey of the 
Pacific American Steamship Association. 

Take a seat, sir, and proceed. 


STATEMENT OF RALPH B. DEWEY, PRESIDENT, PACIFIC AMERICAN 
STEAMSHIP ASSOCIATION 


Mr. Dewey. Thank you, Senator. 

I have some prepared statements I would like to have the clerk 
distribute. 

Mr. Chairman, my name is Ralph B. Dewey. I am president of the 
Pacific American Steamship Association which, as I have stated in 
my prepared statement, is a trade association of the American-flag 
ship operators domiciled on the Pacific coast. 

This organization has been in existence for 40 years and has a very 
keen interest in all matters relating to tariff legislation. 

I welcome the opportunity to appear in support of the House passed 
legislation H. R. 12591, to extend the Reciprocal Trade Act for 5 
years. Our position in this matter is based on our day-in-day-out par- 
ticipation as servants and coventurers in the export and import trade 
of this country. 

Our member companies, consisting of the principal American-flag 
ship services operating from Pacific coast ports, carry the products 
of our farm and factories to consumers in over 100 countries. 

The return voyages bring home raw materials and manufactures 
which our industries absolutely need and which individual consumers 
have learned to prefer. 

At the outset, it must be said that no industry is more appreciative 
of the devastating effect of foreign low-wage competition than is the 
American merchant marine. 


eo " 
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American ships in the last 3 years have only carried 20 percent of 
United States export cargoes, the other 80 percent being carried on 
the vessels of foreign registry. 

And this is in spite of various Government preferences and financial 
subventions to the American merchant marine. 

So to any injured industry who points to encroachment by foreign 
competition, may we cite the case of American-flag ships which are 
outsold in the American market 4 to 1 by foreign competitors. 

But despite this experience, we urge in the strongest terms possible 
the continuation, indeed the enhancement of our sound, well-conceived 
trade policy, based on reciprocity between nations. 

The American merchant marine and its 1,000 privately owned ves- 
sels has been aptly described as our Nation’s fourth arm of defense, 
and our first arm of commerce. 

As servants of both commerce and defense, and as an instrument of 
our foreign policy, our industry wholeheartedly subscribes to the 
words in the President’s message when he said: “The enactment of 
this legislation, unweakened by amendments of a kind that would im- 
pair its effectiveness, is essential to our national economic interest, to 
our security, and to our foreign relations. It will provide a powerful 
force in waging total peace.” 

In reviewing the testimony thus far, it would seem clear that the 
Congress has ‘the simple choice of protecting the job security of 4 
million Americans who live off of exports, achieving this according 
to a proven formula of reciprocity ; or to step backward into a volatile 
system of regionally dictated tariffs to “protect” the job security of 
only 200,000 workers in “injured” industries. 

Mathematically, the weight of evidence is on the side of continuing 
our present reciprocal tariff program. 

Merchant shipping is the servant of world trade. Its usefulness 
and reliability is heavily dependent upon stability of that trade. An 
important ingredient in this international exchange is to know whether 
or not your own country, as well as the country of your trading part- 
ners, will keep a checkrein on tariffs. 

Even the threat of tariff increases frustrates months and years of 
trade promotion. And what is true for our customers, the exporters 
and the importers, is true for us in merchant shipping, namely, that 
without stability we cannot provide service, and w ithout regular de- 
pendable service, at reasonable rates, foreign trade would revert to 
the law of the jungle. 

In no area of merchant shipping is the need for stability more im- 
portant than in the investment of new vessels. New modern com- 
petitive cargo ships built in United States shipyards now cost $10 
million, and will replace warbuilt vessels costing an average of only 
$114 million. 

Future planning for replacement of our rapidly aging warbuilt 
merchant fleet is in no small part dependent upon the kind of frame- 
work in which foreign trade of the world is conducted. 

At present there is under contract, or in the stage of active planning, 
some $3 billion worth of new vessels for the American merchant ma- 
rine. 

As much as one-third of this will be paid for out of construction sub- 
sidies, appropriated by the Congress. It is inconceivable that Con- 
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gress should on the one hand engage in a joint venture of this propor- 
tion with ship operators, and on the other hand consider taking away 
or detracting from the international agreements that form the frame- 
work of the foreign trade these ships will serve. 

We recommend favorable action on this legislation. 

The Cuatmrman. Thank you very much. 

Mr. Dewey. Thank you, Senator. 

The Cuarrman. Are there any questions ? 

Senator Martone. You mention subsidies to build ships. What are 
these subsidies ? 

Mr. Dewey. The Merchant Marine Act of 1936, Senator, was passed 
in an atmosphere of a depleting national asset, namely our merchant 
marine, and that legislation makes provision for Federal appropria- 
tions, to achieve parity, between the cost of constructing a vessel in 
American shipyards and the cost of constructing an equivalent vessel 
in foreign shipyards. 

In the Tariff Act there is a 50 percent duty on repairs. And we 
are forbidden by law from buying ships for United States flag opera- 
tion in foreign shipyards. So in exchange or in compensation for 
that statutory forbiddance, the Congress made provision that if we 
are going to have the shipbuilding industry and if we are going to 
have a ship operating oridiaty, that some sort of dramatic measure 
must be taken to compensate financially the construction and operat- 
ing of vessels under the United States flag. 

Senator Matonr. Well, now, that 50 percent duty, I didn’t under- 
stand what you meant by that. 

Would you explain it ? 

Mr. Dewey. Yes. Any American ship that is repaired in a for- 
eign yard is subject to 50 percent duty under the Tariff Act of 1930. 

Senator Matonr. You mean when you bring it back to the United 
States? 

Mr. Dewey. When you bring it back to the United States, your 
first arrival at the United States, you are assessed a 50 percent duty. 

Senator Martone. On the amount of the repairs? 

Mr. Dewey. On the amount of the repairs. 

Senator Matone. Does that make up the difference in cost, would it 
have? 

Mr. Dewey. I am sorry, Senator, I am not sure I understand that 
question. 

Senator Matonr. What is the difference, say, in Japan and in build- 
ing a merchant vessel and in the United States, a ship, any ship? 

Mr. Dewey. It varies, of course, between various shipbuilding 
centers. Japan is a shipbuilding center, as are Holland and England. 

Senator Maton. I know that. So I just asked about one of them. 

Mr. Dewey. Actually, I am not familiar with the percentage but 
it is in the neighborhood of between 42 and 44, 45 percent in most ship- 
building centers, that is the differential between constructing an 
equivalent ship in those centers. 

Senator Martone. It was not far off, any way, was it? 

Dr. Dewey. It is close. 

Senator Martone. Fifty percent was not very far off. I was not 
aware of that tariff to equalize the difference in costs. 

But I say it isn’t far off. It could be adjusted. 
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And it is flexible, that tariff, whatever it is, wasn’t it? Can’t you 
hear me? 

Mr. Dewey. Yes, Senator. I am trying to understand. When you 
say the tariff is flexible, I am not aware that the tariffs on merchant 
ships—— 

enator Martone. All of the tariffs in 1930 were flexible. In other 
words, the Tariff Commission would adjust them up or down to make 
the difference in cost. 

I was not aware of this tariff, but it could be adjusted to 44, or 40? 

Mr. Dewey. As any tariff could be adjusted. 

Senator Matone. Yes; that is right. 

Mr. Dewey. This one could be adjusted, I assume; yes sir. 

Senator Martone. You think the subsidy to make up that diffrence is 
right and should be continued in the building of a merchant marine? 

Mr. Dewey. It matters very little whether I think so or not, Senator. 
- ro you are going to do it or you are not going to have a merchant 

eet. 

Senator Matong. I asked you if you thought it was proper, you 
didn’t answer that. 

Mr. Dewey. Well, naturally, I am quite in favor of the program, 
Senator. 

Senator Matone. That was a very complete answer. 

Mr. Dewey. Thank you. 

Senator Martone. I don’t know what motivates Congress I have 
been here only 12 years and I haven’t found out. 

You talked about 4 million Americans employed in foreign trade. 

The Secretary of State estimates four and a half million. You 
don’t differ with him, do you ? 

Mr. Dewey. No. 

Senator Matone. Four and a half million would be all right ? 

_Do you know that if you subtract the amount of money that you 
give these nations each year, we have given them approximately $70 

illion since World War II, and subtract the subsidies on the material 
we export, and the things that we give out, that you are exporting a 
less percentage in money of your exportable goods today, than you 
were in 1934 when you passed the act ? 

Mr. Dewey. I hadn’t rationalized those figures in just the same 
framework that you had, Sefiator. 

Senator Martone. It would be a good idea. 

Mr. Dewey. I am keenly aware a large measure of our annual ex- 
ports consists of foreign nid. 

Senator Martone. In other words, we are putting out the money in 
billions to buy this trade, and it all comes back to the taxpayer anyway. 

As a fellow said, whether you stand up in the stirrups or sit down 
in the saddle, the weight is still on the hoss, you know, and that is the 
taxpayer. 

If that is true, and I wish you would study the table that was put 
in the testimony when I was cross-examining the Secretary of State 
Saturday, if you find anything wrong with it when the testimony is 
printed after certain corrections are made, I wish you would write to 
me, because I want to know when I am wrong in a matter of 
computations. 
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But if 1am right about that you do not do away with all our forei 
trade if this act expires, you just drop back to the profitable trade, 
which is all some us want. 

And it is all you want. You want the profit yourself, whether it 
comes from the taxpayers or from some place else, you have to make 
a profit or you would go out of business, wouldn’t you? 

r. Dewry. Well, indeed we would. 

Senator Matoneg. Yes, of course. 

Now, you said something about 200,000 men in injured industries. 

There are 6 million of the boys on the street. Where do you get 
all these men that are on the street? 

Mr. Dewey. Well, Senator, if there are any statistical evidences 
that the 6 million unemployed are directly—— 

Senator Matone. Yes; we have it. 

Mr. Dewey. Are directly related to our reciprocal trade program, 
Tam not aware of it. 

Senator Matongz. I know you are not. I could tell from your 
statement. I am not quarreling with you, I don’t want to embarrass 
you, but there are 243 depressed areas in the United States, practically 
all of them in areas where they produce things that are now imported 
cheaper than they can make them. 

You would say that would rather connect it, wouldn’t you ? 

Mr. Dewey. I am sure there are industries, Senator, where im- 
portation of low-cost seniee peeeatte are causing a burden on the 
ee figures and sales figure of those companies. 


don’t think there can be any denial of that. It is a case of bal- 
ancing in my mind the plusses and the minuses in a program such as 


this. 

Senator Matone. Well, there are 6 million unemployed now as 
against the four and a half supposedly employed in foreign trade 
1 it is implied, would all be unemployed if you changed this act 
which, of course, they would not. 

Mr. Dewey. Assuming the premise—— 

Senator Martone. There are 243 depressed areas. Let me ask you 
this question. If, in any one depressed area where they produce the 
things that are being imported, and now they are no longer producing 
them or producing less, you would say that may have some connection, 
would you not? 

Mr. Dewey. I would say that had some connection other things 
being equal, Senator—— 

Senator Matonr. Yes. I don’t know what things you are talking 
about being equal, because the boys working out there with their hands 
get $18 or $20 a day, and in Japan they get 20 cents an hour. 

Mr, Dewry. Well—— 

Senator Matone. I want to give you just one illustration. 

You know titanium, the metal with the very high weight-strength 
ratio and heat resistance. In that industry the Du Ponts in New 
Jersey were making about half of what we consumed and the other 
half was made in Henderson, Nev., about 10 miles out of Las Vegas 
with Hoover Dam power. They were doing very well, but suddenly 
about the end of last year they laid off 500 men. 

No one knew what happened until they found that there was 
more titanium produced with American capital in Japan with 22- 
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cent-an-hour labor and imported here than they made at Henderson, 
so they just no longer needed it. 

Do you think then that that is all right? Would you be in favor 
of the Administration’s position which the Secretary of State has 
testified in favor of a few times here, that we should appropriate 
money to train these men for other work and pay their way to some 
other area where they might get another type job ? 

Mr. Dewey. Senator, I would say as a trade organization of steam- 
ship operators we have not taken a position on that particular prob- 
lem but will you permit me to say that personally that philosophy 
does complement the philosophy that lies behind the Merchant Marine 
Act under which we now have a very fine hard core of good ships 
but which still carries only 20 percent of our commerce. But at 
least it is a nucleus of a fine, fast modern merchant marine. 

Senator Martone. Yes. 

Mr. Dewey. Now, if there is an element of common ground in what 
you have just said and in the philosophy in the Merchant Marine Act 
so to that extent I would have to—— 

Senator Martone. I approve of the merchant marine. But, Mr. 
Dewey, that is the way they do it in Russia except they do not need a 
constitutional act. 

Mr. Dewey. They sure do not. 

Senator Matone. They just get them up and transfer them to 
Siberia and if they die it does not make much difference because they 
don’t need them anyway. 

Now to skip over some of the things that you are probably not 
familiar with, would you believe that a fixed price or a tariff or duty 
as they call it in the Constitution of the United States, that made up 
the difference in the effective wages and cost of doing business here and 
in the chief competing nation on any product produced commercially 
in this country along the lines that you just outlined for the merchant 
marine, would be proper ? 

Mr. Dewey. No, sir, Ido not. I would prefer your previous theory, 
your previous proposition. 

Senator Matone. What? 

Mr. Dewey. I would prefer the previous proposition, to the in- 
terim 

Senator Matonr. The State Department proposes we retrain the 
working man to go to other areas and get other jobs. 

Mr. Dewey. Yes. 

Senator Maton. Of course they do not propose what jobs, because 
almost all industries seem to be trying to compete with imports. 

You think about reciprocity. Do you know what it costs to get an 
American automobile into England, for example? 

Mr. Dewey. Senator, I think I would only have that knowledge if 
I were engaged in that particular kind of business. 

Senator Matone. I am about to tell you. It costs about 55 percent 
of the price of the automobile, so there is not much reciprocity and I 
won’t try to question you on this. 

Mr. Dewey. Actually, Senator, I think you and I are talking about 
the things that are the subject for the people whose industries are in- 
volved and for the Tariff Commission who has expertise in these 
matters. Actually you and I might wind up agreeing on all kinds of 
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things that we are discussing. But there are so many aspects to the 
economics of arriving at tariffs that I really feel that this line of ques- 
tioning is—— 

Senator Matone. I do too, I think it is useless, because I do not think 
you are interested in anything except where you can make a profit. 

Mr. Dewey. No. 

Senator Martone. The thing is that you are now recommending an 
extension of something that I do not think you know anything about it. 
I think you have said that already. 

Mr. Dewey. I do not know anything about moving automobiles into 
England, Senator. 

Senator Martone. Of course you do not. You don’t know anything 
about what it costs to get any of your products in any country where 
they produce it commercially; you cannot get them in and we are 
the only Nation so affected and 1 wish you would study it. 

Do you know that under this act the President of the United States 
can trade a part or all of any industry to a foreign nation if he 
thought it might help his overall foreign policy ? 

Mr. Dewey. I have read the statements of the people opposing 
this legislation describing that kind of situation, Senator. 

I have not studied to find out the merits of each case. 

Senator Matone. You have not studied the act? 

Mr. Dewey. I have studied the act. 

Senator Matonr. Well, the act gives him that power within the 
latitude given him by Congress. He can lower the tariffs, and that 
means you either have to lower your wages and cost of doing busi- 
ness or go out of business to that extent, does it not, like the merchant 
marine? 

Mr. Dewey. Not completely, Senator. There are elements of pro- 
ductivity increase that are available to American industry, given a 
certain atmosphere in which to operate. 

Senator Matons. What is that? 

Mr. Dewey. The industries that are faced with what they feel are 
traffic maladjustments are industries whose mechanization has lagged 
behind the pace of mechanization throughout the United States, and 
many times we have to rationalize this, perhaps, unwillingness, per- 
haps inability to mechanize against the tariff question that is before 
the experts. 

Senator Matong. You know of course that the Tariff Commission 
takes those things into consideration ? 

It is not a high cost or low cost, it is reasonable costs, and they are 
perfectly well able and do take those things into consideration. 

But do you know that all American machinery and know-how 
are available any place in the world now? 

Mr. Dewey. If they have got the dollars to buy the machinery. 

Senator Matong. The American investors are going in, I have 
news for you 

Mr. Dewey. They are indeed. 

Senator Matong. And they are buying into the textile industries, 
into the mines, and every other industry all over the world. More 
than $50 billion of American private capital has gone abroad since 
World War II and about $70 billion of taxpayers’ money has gone 
for the same purpose so that the last plant, whether it is a mine, a 
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mining plant or a processing plant or a manufacturing plant, built 
any place in the world today is the best one in the world because it is 
the last one ; do you know that ? 

Mr. Dewey. { think that would be on the face of it, sir. 
; Senator Maroneg. I have been an engineer 30 years before I came 
ere. 

Mr. Dewey. I know you were. 

Senator Martone. Each industry seems to want a tariff on what 
they sell or a bonus or a subsidy on what they are going to build with 
American wages to make up for the low wages someplace else, but 
they want free trade on what they buy. 

It is an American trait. But do you know what happens if we 
just do not extend this act ? 

Do you know what happens? 

Mr. Dewey. Well, the tariff schedules in effect under the 1930 
Act, as amended, remain in effect, is my understanding, Senator. 

Senator Matone. Well, I have news for you: Two months’ notice 
on all the products traded under the multilateral trade agreements in 
Geneva revert to the Tariff Commission on the statutory rate and sub- 
ject to a flexible rate to equalize the cost differentials here and abroad, 
and _ 6 months’ notice on the bilateral trade agreements, the 
same thing happens. 

You did not know that ? 

Mr. Dewey. Well, I have been given to understand that the tariff 
rates in effect in the act—— 

Senator Matong. Not the Tariff Act. 

But it is the trade agreements we have in effect now. I understand 
one of the few tariff rates that has not been reduced is yours on that 
50-percent differential, and perhaps that helps your situation some. 

Mr. Dewey. Indeed, it does not, Senator. 

We are not for that tariff. We just have not gone after fighting it. 

Senator Martone. I could see that. I could see that you are not, 
because then you could have your ships repaired, and many of them 
are, aren’t they, under the foreign flags? 

Mr. Dewey. Not our ships. We operate American ships. r 

Senator Manone. Very few ships under foreign flags are repaired 
in the Tinited States? : : 

Mr. Dewey. That is true; we operate side by side with foreign-flag 
shins. 

Senator Matonr. The only way you can have that is to have the 
subsidy. 

Mr. Dewey. Apparently Congress has found no other way than 
that, Senator. 

Senator Martone. The merchant marine is an entirely separate thing 
from private shipping. 

Mr. Dewry. I am sorry, Senator. : ; 

Senator Matoneg. Is the merchant marine a separate thing from 
private shipping ? " : 4 

Mr. Dewey. Private shipping plus the ancillary functions that go 
with it: shoreside functions is the composite that makes up what we 
refer to as the American merchant marine. 

Senator Maronr. Then a private investor can profit by this sub- 
sidy ? 
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Mr. Dewey. Well, he does not profit by the subsidy. The subsidy 
makes the venture possible, Senator; I think that has to be said. 

— Matone. He does not profit by it but he could not do it if 
he ha 

Mr. Dewey. He could not indeed, Senator; it is very much on the 
face of it. 

Senator Matone. That is all. 

Thank you. 

The CuatrMAn. Senator Kerr? 

Senator Kerr. Referring to page 3 about the middle of the para- 
graph: 

At present there is under contract or in the stage of active planning—— 


Senator Jenner. Where is that? 

Senator Kerr. Page 3, about halfway through the paragraph. 

At present there is under contract, or in the stage of active planning, some $3 
billion worth of new vessels for the American merchant marine. As much as 
one-third of this will be paid for out of construction subsidies, appropriated by 
the Congress 

That is the general situation which has been in effect for some years? 

Mr. Dewey. This program follows from legislation that was writ- 
ten in 1936. 

Senator Kerr. I understand. And that program of Government 
participation in the cost of building of these ships has been effective 
ever since World War II? 

Mr. Dewey. And before, Senator. 

Senator Kerr. But 

Mr. Dewey. At and before. 

Senator Kerr. Atleast since World War II; is that correct ? 

Mr. Dewey. I wanted to add parenthetically the $3 billion figure is 
a phased program up to 11, 12, 13 years from now, this is a program 
of replacement of our present aging fleets. 

Senator Kerr. But it is a continuation of an existing program and 
one that has been in effect at least since World War II? 

Mr. Dewey. That is correct, Senator. 

Senator Kerr. What percentage of the labor costs incurred in oper- 
ating these ships of the American merchant marine was paid for by 
the Federal Government? 

Mr. Dewey. The percentage varies in each trade route depending 
upon the nature of the foreign-flag competition that the companies 
incur. 

Senator Kerr. I understand. 

But would you tell the committee generally approximately the per- 
cent paid by the Government ? 

Mr. Dewey. I would say that it has varied from a minimum of 
about 53 percent to a maximum of 85 percent. Those are the latest 
figures that I am familiar with, I give that as a generality, Senator. 

Senator Kerr. That the Federal Government pays as a subsidy? 

Mr. Dewey. Yes; that is just the wage component you are speak- 








ing of. 
worded. Kerr. Yes. 


Mr. Dewey. That is my understanding. 
Senator Kerr. What percentage of the overall operating expense 
would you say was paid in the form of a Government subsidy ? 
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Mr. Dewey. For a typical company, not an average company in 
the transpacific trade between the Pacific west coast and the Orient, 
the total subsidy income is about 13 percent, about 1214 to 13 per- 
cent, of the income of the company. 

Now to answer your question Rirectly as to what percentage of 
the cost of operation, I suppose it would be something like 14, 1414 
percent of the total cost of operation, but I think it is fairer to answer 
your question by saying what percentage of the company’s income 
1s——- 

Senator Kerr. Percentage of profit is greater than that, is it not? 

Mr. Dewey. Well, you would be suprised, Senator. It is a feast 
and famine business, and even with the subsidy, and other incentives, 
shipping investments do not pay more than 4 or 5 percent; and in 
testimony in the House committee recently is was shown that they 
pees less than that on certain types of vessels particularly passenger 
ships. 

Senator Kerr. Is the company you referred to typical or would 
the overall average of the operation be more favorable or less favor- 
able in your judgment ? 

Mr. Dewey. I think—TI will just have to say it is a typical company 
and there are four similar companies operating in approximately the 
same trade route, with the same labor agreements, the same shipyards 
that do the repair work, I think there is a common-cost basis there, 
that you could say that this is typical of a company operating in the 
transpacific trade. 

Senator Kerr. What other elements of cost are there than construc- 
tion and labor that go into the figures that you have to recognize 
in keeping books on your operation ? 

Mr. Dewey. There are 5 areas within which the Federal Govern- 
ment subsidizes American ship operations. 

Senator Kerr. Allright. What are they ? 

Mr. Dewey. Speaking only of operations now, not construction. 

Senator Kerr. But according to what you told us they pay 3314 per- 
cent of the cost of construction. 

Mr. Dewey. Of construction. 

Senator Kerr. All right. And they pay 50 to 85 percent of the cost 
of labor. 

Mr. Dewey. Yes. Well, labor is a major cost but it is not the only 
cost in ship operation, Senator. 

Senator Kerr. I understand. You say there are three other fields 
in which the Government subsidizes ? 

Mr. Dewey. Yes; we feed our men better and they pay us a dif- 
ferential on feeding costs. 

It is a very minor differential under our insurance policies. Our 
premiums are higher by reason of the fact we must repair our ships 
in American shipyards. Therefore our insurance premiums on our 
hulls and our third-party liabilities are higher premiums under 
American-flag operation. 

Senator Kerr. Percent of the feeding costs ? 

Mr. Dewey. Yes; it is a minimal percentage, not a large dif- 
ferential. 

Senator Kerr. And a percentage of the repair costs? 

Mr. Dewey. A percentage of the repair and maintenance costs. 
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Senator Kerr. What was the fifth category in which they paid 
subsidy ¢ 

Mr. Dewey. Subsistence, maintenance, wages—subsistence mainte- 
nance and repairs, insurance, and may I ask my colleague, have I got it 
right, Mr. Sullivan ? 

Mr. Suttivan. I cannot think of the fifth one either, but I think 
the committee should understand the subsidy for construction is paid 
to the shipyard and not to the operator. 

Mr. Dewey. This is Mr. J. Monroe Sullivan, who is assistant execu- 
tive director of the Committee of American Steamship Lines. 

Senator Kerr. You made a statement I would like to have clarified. 
He said they paid it to the shipbuilder and not the shipowner. The 
effect isthesame. You get the ship; don’t you? 

Mr. Sutrivan. We get the ship; that is right. 

Senator Kerr. So whether they pay it to you, you pay your money 
to the ship builder too; don’t you? 

Mr. Dewey. Yes, sir. 

We pay some of it and the Government pays some of it to the ship- 
builder. We do not see the subsidy money. 

Senator Kerr. You would have 50 percent more to pay to them for 
the ship. 

Mr. Sutiivan. Only if the law remains as it is, requiring it to be 
built in an American instead of a foreign shipyard. The only reason 
for the subsidy is to provide a nucleus of skilled labor and manage- 
ment for facilities for emergency purposes. 

Senator Kerr. But they do pay 3314 percent of the average of the 
cost of the ships that are built and become your property ¢ 

Mr. Suutivan. The Government subsidy amounts to in excess of 
45 percent today. 

Senator Kerr. In excesses of 45 percent of the cost of the ships 
that become your property ? 

Mr. Sutirvan. In Japan it would cost 4 million—— 

Senator Kerr. Answer one question before you answer another. 

Is that correct? 

Mr. Sutiivan. Yes. 

Senator Matone. The weight is still on the horse. 

Senator Kerr. All right. Then instead of 3314 percent he tells 
me, it is 45 percent ; is that approximately correct? 

Mr. Dewey. For the different trade routes. It depends on where 
the principal—— 

Senator Kerr. Is that approximately correct ? 

Mr. Dewey. I stand corrected, if my 33 percent figure is wrong, 
Senator. This is probably an average figure over a span of years. 
If the present rate is 45, it is simply that the differential is that the 
American costs have gone up higher pro rata than the foreign costs. 

Senator Kerr. I understand, but as of today should we proceed on 
the assumption that the figure is 3314 or 45? 

Mr. Dewey. I suppose it would be better to proceed under the as- 
sumption it is 45. It has taken quite a jump. 

Senator Kerr. All right. 

If they pay 45 percent of the cost of construction, and if they pay 
50 to 85 percent of the labor costs and then if they pay a percentage 
of the feeding of the repair and maintenance and insurance and an- 
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other category, what category of operational expense is there in which 
the Federal Government does not participate and with reference to 
which they do not pay a subsidy ¢ 

Mr. Dewey. Oh, there is a whole spectrum of costs, Senator. All 
your loading costs, actually your stevedore wages, are a larger share 
of your costs than the seamen’s wages. Stevedores, American steve- 
dores are all the same cost whether they work on American ships or 
foreign-flag ships. 

So there is:no differential there. 

Senator Kerr. Do ship operators pay the stevedores? 

Mr. Dewey. The ship owners ordinarily—almost, I would say, 95 
percent of the ship owners use contracting stevedores who are separate 
entrepreneurs who perform the loading function and they pay the 
longshoremen for the work they do as contractors. 

Senator Kerr. Well, would it not be safe for the committee to assume 
if you take into account the cost of the construction, labor costs, feed- 
ing, repair and maintenance, insurance and other category that there 
is certainly a minimum of 50 percent of the overall charge of the opera- 
tion of your business that is paid for by—that is participated in by 
the Government ? 

Mr. Dewey. I do not think you could make that case, Senator Kerr. 

Senator Kerr. I am not trying to make a case but just trying to 
get the facts. 

Mr. Dewey. No, I could not agree to that asa fact. 

As I say, the total of the subsidy paid including—if you take this 
percent figure for wages, and try to balance that against the total 
operation 

Senator Kerr. The total you gave me does not reflect their partici- 
pation in the cost of building the ships? 

Mr. Dewey. No, we are talking about the operating. There are 
two kinds of subsidies as you are aware. 

There is a construction subsidy and an operating subsidy, sir. 

Senator Kerr. I am not trying to start a fuss with you, but just 
trying to get it into the record. 

Then what you tell us is that they pay about 45 percent of the con- 
one costs and about 15 percent or more of the operational 
costs ¢ 

Mr. Dewey. I would say 15 percent or less of the operational costs. 

Senator Kerr. Of the operational costs ? 

Now that is to enable you to compete with foreign competition ? 

Mr. Dewey. That is inherent in the Merchant Marine Act of 1936. 

Senator Kerr. But that is the purpose of it? 

Mr. Dewey. That is the purpose, is to promote and develop an 
American merchant marine as stated in the preamble. 

Senator Kerr. And permit the American merchant marine to oper- 
ate in competition with foreign ships? 

Mr. Dewey. To promote the commerce and defense of the country 
is the language of the American Merchant Marine Act. 

Senator Kerr. Do you deny it is for the purpose of enabling us to 
have an American merchant marine to be able to compete with 
foreigners? 

Mr. Dewey. Handled by foreign entrepreneurs in competition with 
American entrepreneurs. 
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Senator Kerr. Does that say that in the same language I said? 

It is good if we understand each other correctly. 

Mr. Dewey. It does. 

Senator Kerr. What is there in the merchant marine, in your judg- 
ment that should have it set apart as the only industry in America that 
would be given the subsidies by this Government to enable it to 
compete with foreign competition ¢ 

r. Dewry. Well, Senator, first of all, I am not entirely in agree- 
ment that it is the only industry that is subsidized. There are export 
subsidies on a number of farm products there are—— 

Senator Kerr. What do you think about the textile industry? 
Do you think it should be treated differently than the merchant 
marine ¢ 
: round Dewey. Senator, I just do not know enough about the textile 
industry. 

Senator Kerr. You don’t know enough about it ? 

Mr. Dewey. I honestly do not. 

Senator Kerr. As an American and as one who believes in fair 
play for all, would you favor the same kind of a program by the 
Government that would enable American textile industry, if that 
was the only way it could be done, to survive and compete with foreign 
textile industries ? 

The same kind of program that is provided in your industry ? 

Mr. Dewey. It is a little hard to answer your question because you 
are talking about an industry that operates within the United States. 
The ship operator touches our shores only briefly and most of the 
time is at sea 

Senator Kerr. You are an American industry. 

Mr. Dewey. Yes. 

Senator Kerr. And you don’t only fly an American flag but you are 
under an American umbrella that is made possible by the taxpayers 
of the United States. 

Mr. Dewey. Well, forced on us by the fact that we must hire 
American crews, we must hire American insurance companies, and 
we must hire American shipyards to do our work. 

There is a hundred-year history of that kind of circumvention. 
We cannot buy in the foreign market. We cannot build or man. our 
ships or store them in the world market. 

Senator Kerr. Can the textile industry hire foreign labor and pay 
foreign wages ? Lh 

Mr. Dewey. No. But the man—put the question again. 

Senator Kerr. I say can a textile mill down here in Georgia or 
Massachusetts or Oklahoma hire foreign labor ? 

Mr. Dewey. Well, I would not think so, not if they have a union 
agreement. They would have to hire Americans. : ag 

‘T don’t know specifically whether there is any law against hiring— 

Senator Kerr. You would not want to try to operate one; would 
you? 

" Mr. Dewey. No. I don’t think I would, not witha—— 

Senator Kerr. The point I am making is this: You are in the nos- 
ture here before this committee of representing an industry that is 
made possible and is permitted to operate because of Government snh- 
sidy from 15 to 45 percent of the cost of doing your business in order 
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for you to make a profit, and as I see it, you are opposing Government 
making provision in this trade agreement not for subsidy for other 
American industries, but for an environment in which they also can 
profitably operate and I think that you should take into consideration 
the general principle of fair play and no discrimination against or 
for one group in our entire economy and recognize the fact that people 
in other industries want to survive, too. They want an environment 
in which they can operate at a profit also, and they do not come here 
asking for a subsidy of from 15 to 45 percent of total costs of their 
doing business to enable them to stay in business. What they are 
asking for is protection against the same foreign competition that you 
are protected from, not te giving other industries a bonus to the 
extent that your industry gets it but by giving other industries other 
form of protection to enable them to survive and operate at a profit, 
and you ought to bear that in mind as you come here with your evi- 
dence, in my judgment. 

Mr. Dewey. Thank you, Senator. I certainly will bear it in mind. 
But I do think that perhaps my position has been misconstrued. I am 
not advocating lower tariffs or higher tariffs or anything else. 

I am advocating a scheme of negotiation where parties who have 
the injured position to express bring it forth in an atmosphere of ne- 
gotiation with the Tariff Commission. 

This framework has within it the seeds of all of the recompense for 
any industry that we achieved by congressional act in 1936. 

I am arguing for the framework of negotiations through which and 
in which all of the points you raise, I sincerely agree that there are 
many industries whose injury must be brought to the attention of the 
Government there must be some where they can get recompense. I see 
in the tariff act the opportunity for that recompense. If it has failed, 
it is a case of whether you burn down the house to kill the rats or 
whether you go after the places where it has failed. 

I am not enough of an expert in each individual place. Every indus- 
try has a different impression of where it may have failed. What we 
really, it seems to me, are talking about is a framework in which for- 
eign trade is conducted in which injured industries can come before a 
body of experts and plead their case and this is the kind of system that 
we are advocating be continued. 

If it has bugs in it, if somebody is not getting a fair deal, then that 
should be treated with on its merits. 

But the whole thing that we seem to be talking about in this legis- 
lation is whether the framework is to be continued or not. And we 
advocate the continuations of the framework for this kind of negoti- 
ation in international trade. 

Senator Kerr. I understood you were advocating the passage of the 
bill as passed by the House? 

Mr. Dewey. Which is a 5-year extension of the program; yes, sir. 

Senator Kerr. All right. 

The CHarrman. Mr. Dewey, I would like to ask you a question. 
Have the various payments been increased or decreased ? 

Mr. Dewey. Various what, Senator? 

ao CrairMAN. The various payments from the Federal Govern- 
ment. 

Senator Kerr. Subsidies. 

The Cuarrman. Subsidies. 
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Mr. Dewey. They have increased in the number of companies in- 
volved and they have increased in the amount. 

The CuatrMan. I mean percentagewise. Take 45 percent for con- 
struction, has that been increased in recent years ? 

Mr. Dewey. It’s gone from 33 to 45 during the life of the Merchant 
Marine Act. In the early days, it was low and now it is high. 

The CuarrMan. Does that apply percentagewise to the other sub- 
sidies that you received ? 

Mr. Dewey. I believe it has, whether it is to that degree or not. 

Senator Kerr. It is now from 50 to 72, labor. Is that now higher? 

Mr. Dewey. It is a higher percentage than it used to be because for- 
eign seamen have not had the percentage increases that our men have 
had. 

The CuairmMan. Could you furnish the committee with a statement 
of the percentage increases in subsidies ? 

Perhaps the fifth subsidy that you were unable to mention, was in 
the field of taxation. 

Mr. Sutrivan. No. 

Mr. Dewry. No, Senator. 

The CuatrmMan. Do you regard that as a subsidy ? 

Mr. Dewey. No. 

The Crairman. You have special tax treatment that no other busi- 
ness has. 

Mr. Dewey. Well, not all merchant ships, Senator. It is less than 
a third of our merchant fleet have the tax privileges to which you 
refer. 

The CuairmMan. What is that tax privilege? 

Mr. Dewey. Well, there is a set-aside of reserves in a tax deferred 
status which so long as they are plowed back into ship construc- 
tion and ship construction only, remain in a deferred status. The 
Government gets its recompense through a reduced depreciation base 
on a vessei. built with these deferred funds. 

The Cuatrman. In other words, you are permitted to make deduc- 
tions from your income tax for expenditures which have not been 
made? 

You are permitted to put them in a trust fund or whatever you 
may call it and deduct it from your current expenditures, may you 
not ? 

Mr, Dewey. That is the effect of it, Senator. 

The CuHatrMan. And you say 

Mr. Dewey. It is an inducement to stay under the American flag 
and amass enough money to replace the ships you are operating under 
the American flag. 

The Cuatrman. When you set up this depreciation allowance, do 
you take the figure of actual cost to the owner of the ship or do you 
take the construction costs? 

In other words, do you include the subsidy paid to the shipbuilder ? 

Mr. Dewey. If Mr. Sullivan would care to answer it, he may have 
some particular knowledge. 

Mr. Suniivan. Costs to the owner, not the cost of the price of the 
ship. For example, a ship costs $10 million to build here, $414 mil- 
lion to build in Japan, the cost base of the ship for depreciation pur- 
poses is $514 million. 
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The Cuarrman. In other words, if you build a ship, the shipyard 
receives 45 percent of the payment direct from the Government ? 

_ Mr. Suntivan. And in that case, 55 percent would be the deprecia- 
tion cost. 

The Cratrman. And 55 percent would be the depreciation. 

What percentage of the merchant marine has this special tax pri- 
vilege and what does not? Where isthe line drawn ? 

Mr. Dewry. We have about a thousand ships in the American 
merchant marine, of which at the present time slightly over 300 have 
been deemed eligible for the Maritime Administration for the subsidy 
program. 

They are another 120 ships perhaps, which, by reason of their na- 
pars operations, would be eligible but have not yet been granted a 
subsidy. 

Some of the owners of those ships are now in, asking for subsidy. 

They cannot survive without it. They have tried and can’t make it. 

The CHatrman. I am speaking of this taxation subsidy, is that 
what you are talking about ? 

Mr. Dewey. A little over 40 percent of the present American-flag 
fleet is eligible for the tax—— 

The Cuarrman. Where is the line drawn? 

Mr. Dewey. The line is drawn between those ships which operate 
in what are known as essential trade routes, and operating in dry- 
cargo-only trades. 

They operate on a fixed schedule between named stipulated ports. 
They serve the American commerce on a routine day-to-day basis on 
a committed basis. 

They must make a certain number of sailings per year in order to 
guarantee our export-import trade, that kind of service in that trade 
route, for that year and it is only those ships—— 

Senator Jenner. It is sort of like a common carrier ? 

Mr. Dewey. In a sense, Senator, what you are really talking about 
is the common carrier in the deepwater ocean trade, in foreign service. 

The Cuatrman. Are all the subsidies given on the same basis? 

Mr. Dewey. Well, they all—they are administered by the Mari- 
time Administration under the same statute, yes. 

The Cuarrman. Is a labor subsidy different from this tax subsidy ? 
Do the same vessels get it? 

Mr. Dewey. Yes. 

Senator Kerr. More vessels get the labor subsidy than get the spe- 
cial tax treatment; don’t they ? 

Mr. Dewey. No, it applies to the same vessels. It is the same 
vessels. 

The Cuarrman. It is the same vessels, as I understand it. 

Senator Kerr. Are they the only vessels that get the labor subsidy ? 

Mr. Dewey. That is right, Senator. In other words, all of our 
direct subsidies and most tax incentives, all apply to this same hard 
core of the common carrier fleet in the international trade serving 
our ports. 

Senator Jenner. Well, who does not get it, that might help? 

Mr. Dewey. Tankers, coastwise and intercoastal vessels, industrial 
carriers engaged in importation of ores, perhaps, and the tramp 
vessels of which there are some 50 or 60 in number. 
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They operate on an opportune basis wherever the cargoes offer them- 
selves. 

They are not eligible, and the total of that group of ships would 
come very close to 550. 

Senator Jenner. Of course, a part of the merchant marine is for 
the defense of this country, isn’t it kind of the fourth arm of our 
defense, the merchant marine? 

Mr. Dewey. That is correct. 

Senator Jenner. Why wouldn’t those hauling ore and metal and 
so forth be in the same category as common carriers supplying com- 
mercial trade? 

Mr. Dewey. Senator, our organization has been before the Mer- 
chant Marine Committee as late as last Tuesday, seeking extension 
of the incentives that are available to the now subsidized ships, and 
extending to carriers such as you have described. 

It is long overdue. 

; Senator Jenner. I am sorry, Mr. Chairman, I am out of turn, I 
orgot. 

The Cuarrman. Mr. Dewey, you are going to furnish the committee, 
as I understand it, with a complete statement so far as you are able 
to do it, as to these various incentives or subsidies, the types of vessels 
to which they are given. 

These tax subsidies are given to the same vessels that get the sub- 
sidies for labor, insurance and construction, and so forth; is that right ? 

Mr. Dewey. That is right, Senator. 

Mr. Suttivan. May I make one statement? I would like for the 
committee to really understand that the subsidy paid for building the 
ship goes to the shipyard, not to the ship operator. 

The Cuarrman. We understand that, sir, but as Senator Kerr says, 
you get the ship. 

Mr. Dewey. We could buy the ship in Japan or Germany or any- 
place else for the same price, but this figure of 45 percent of the oper- 
ating costs being paid for by the Government is not true, because more 
than half of the money appropriated by Congress goes to the shipyard 
for building a ship which has to be built here by law. 

So we could buy the ship someplace else so operating costs-—— 

The Cuatrman. You have only given one activity so far that is 
not subsidized and that is the stevedores, that is all I heard. 

Mr. Dewey. That is what I enumerated, I started 

The Cuarrman. I would like a written statement showing that part 
of the activities of the merchant marine that are not subsidized. 

Mr. Dewey. I would be glad to furnish this. 

The Cuatrman. And also those that are subsidized. 

Senator Kerr. And the percentage of total operating costs that 
that represents. 

The CuarrMan. Also show the percentage of increase that has 
occurred since 1930. 

Thank you very much. 

Senator Doveias. Mr. Chairman, I would like to ask some ques- 
tions. 

I don’t want to add to the embarrassment of the witness, but do I 
understand that you are in favor of subsidies for the operation of 
ships, but opposed to tariffs on manufactured goods; is that correct? 
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Mr. Dewey. Senator, I don’t think that is correct; no. 

Senator Dove.as. You are in favor of tariffs? 

Mr. Dewey. I am in favor of tariffs that are justified according to 
the negotiations that take place by people who know something about 
it. 

I would be in no position to say what tariffs should be—— 

Senator Doveias. You get a direct subsidy. The tariff is an indirect 
subsidy so you are not opposed to subsidies, then. 

Mr. Dewey. I would be in a paradoxical position if I were opposed 
to subsidy. 

Senator Dove.as. I think you are in a paradoxical position, my 
friend. You are in favor of direct subsidies to shipping. 

Mr. Dewey. Yes, Senator. 

Senator Doveras. Are you in favor of indirect subsidies to manu- 
facturing ? 

Mr. Dewey. Well, without knowing exactly what kind you are 
talking about, Senator, I don’t know how to answer the question. 

Senator Dovatas. The principle. 

Mr. Dewey. The principle of indirect subsidy ? 

Senator Dovetas. Mr. Chairman, I don’t think I am being unfair if 
I ask the witness to answer the question. 

Are you in favor of indirect subsidies for manufacturing ¢ 

Mr. Dewey. Well, Senator, that is a little broad to answer cate- 
gorically. 

Senator Doveras. I know but 

Mr. Dewey. I don’t know what industry 

Senator Dovetas. You see that is what is behind this whole dispute. 

The protectionists want higher tariffs in order that the domestic 
market may be filled to a larger degree by domestic production. 

That is what is behind all this boxing back and forth, and you say 
if that is done that will shrink the volume of foreign trade and, there- 
fore, you won’t carry as much in your ships. 

— I happen to be in favor of low tariffs, and I make no bones 
about it. 

But I think you are in a highly inconsistent position, very frankly. 

When you come into court, you have got to come with clean hands, 
that is the principle of equity. 

Now, you are in favor of subsidies for the construction of ships and 
the operation of ships. Are you for tariffs which are indirect subsidies 
for manufacturing ? 

Mr. Dewey. Tariffs that are indirect subsidies to manufacturing ? 

Senator Doveras. Certainly that is what they are. They are paid 
not by the Government, but by the consumer. 

Mr. Dewey. Well, we are back where we were before. 

Senator Dovetas. Yes; but I haven’t had an answer from you yet. 

= it that you are for subsidies for yourself, but not for subsidies for 
others ¢ 

Mr. Dewey. Please, I think I have said very categorically, Senator, 
we have no views as to what the level of the tariff should be, whether 
it should be—— 

Senator Doveras. Now, suppose the tariffs were increased; would 
you welcome that ? 

Mr. Dewey. If it were justified in the framework set up in the 
reciprocal trade-agreements program, how could we be otherwise than 











TRADE AGREEMENTS ACT EXTENSION 449 


be satisfied with it? We are not experts enough to know what level 
tariffs should go to. 

Senator Doveias. Do you think you need higher subsidies yourself ? 

Mr. Dewey. I guess that the subsidy program is set forth in the 
Merchant Marine Act. 

Senator Doveas. Well, didn’t you help pass the Merchant Marine 
Act? 

Mr. Dewey. I was not around. 

Senator Doveias. Would you favor the repeal of the Merchant 
Marine Act? 

Mr. Dewey. Well, I would favor Congress—— 

Senator Doveias. Would you favor decreasing the subsidies under 
the Merchant Marine Act? But the manufacturers can then come in 
and say, “Our industry is essential to the national defense,” just as 
much as you can. 

Mr. Dewey. Haven't they that privilege to make that finding? 

Senator Dovetas. But you are now coming in here and saying what 
you believe in is expanded world trade. 

Mr. Dewey. Indeed, we do. 

Senator Dovetas. If you have expanded world trade, you have to 
admit some more foreign goods into this country. 

Mr. Dewey. Indeed. 

Senator Dovetas. And some industries will say, “We are going to 
be hurt by this.” 

Mr. Dewey. And you are asking me, would I object to those indus- 
tries seeking—— 

Senator Doucrias. And obtaining 

Mr. Dewey. And obtaining something that will 

Senator Douetas. Restrict that. 

Mr. Dewey. Restrict or hurt it otherwise coming in. No; I would 
not object to their coming in and seeking redress of some sort. 

Senator Dovetas. And you would not object to having it given to 
them ? ; 

Mr. Dewry. Ona proper showing made 

Senator Doveras. If any industry is hurt or any producer is hurt, 
then the tariff should be raised to protect that producer. 

Mr. Dewey. I could not object to that. 

Senator Dovatas. Then, really, you are a protectionist. You are 
a protectionist. You area protectionist for yourself, because you want 
a cash subsidy; you are a protectionist for others, because you want 
them to have an indirect subsidy. 

Mr. Dewey. Senator, I don’t know whether I am a protectionist or 
whether I am a freetrader; I know I am somethere in between, but 
it seems to me we are talking about a framework for negotiation of 
tariffs, and that is—— 

Senator Doveras. You can’t discuss framework without its rela- 
tionship to principles. Now, let me ask you another question. 

Suppose, under the Tariff Act, we have quotas imposed on the im- 
portation of Japanese goods, textiles, flatware, chemicals, machine 
tools, and so on: would you be in favor of that ? 

Mr. Dewey. Quotas? 

Senator Dovetas. Quotas, yet; not tariffs, but quotas, limiting the 
amounts of these goods to be introduced. We have informal quotas 
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which we have high-pressured the Japanese Government into putting 
into effect already 

r. Dewry. Well, I can be consistent in this answer, Senator. We 
have no quotas on merchant shipping. Any foreign-flag ship operator 
that wants to arrive at our shores and begin operation can do so. 

Senator Doveras. Wait a moment. You want to jump ahead. I 
want to take you on the first step. Are you opposed to quotas on 
importation of Japanese goods, formal or informal ? 

Mr. Dewey. Yes. 

Senator Doveras. You are? Well, then, I take it you are in favor 
of the repeal of the 50-percent provision; namely 50 percent of all 
foreign aid must be carried on American bottoms. 

Mr. Dewey. That only goes to tax-financed business. 

Senator Dovetas. I understand. But that is a subsidy paid for 
by the American taxpayer. He has to pay more in order to ship in 
your ships, and that deprives foreign shipping; so you will join me 
in repealing that 50-percent provision, will you ? 

Mr. Dewey. Well, Senator, we might be on the other side of the 
fence from each other. 

Senator Doveras. Now, this is the point, very frankly. Con- 
sistency in this world is very hard to obtain. I know that. 

Mr. Dewey. Yes. 

Senator Doveras. But I do think that you are just absolutely in- 
consistent. You are for what benefits your industry, and then that 
is all. 

Mr. Dewey. Well, now 

Senator Dovetas. On this same basis, on this same basis, all the 
others are equally justified. 

Mr. Dewey. I certainly couldn’t come in and oppose this legisla- 
tion, Senator. Iam here advocating it 

Senator Dovetas. You are opposing the efforts of my protectionist 
brethren to raise the duties. 

Senator Jenner. You are pointing in the right direction. 
[ Laughter. ] 

Senator Dovetas. All I want to say is this; I respect them; they 
are consistent; I respect them. But I must say it is highly incon- 
sistent for you to come in wanting low tariffs for everybody else and 
no quotas on other things, but demanding quotas for yourself and 
subsidies for yourself. 

Now, I know it is your employers who have put you in this fix, and 
not you, and so I apologize for making it rough on you. But if we can 
point up this principle, it is very important, and I think one of the 
troubles in this whole problem is that each group thinks only of itself, 
and the national interest gets pushed into the background. 

Senator Martone. Mr. Chairman 

Senator Lone. Mr. Chairman, if we are going to start a second 
round. 

Senator Martone. You go ahead. 

Senator Lone. This witness has been abused, in my judgment. I 
thought the chairman was going to defend him because of the great 
port of Norfolk in Virginia. I did want to ask one question about 
the merchant marine. I don’t share some of the views. 

The Cuarrman. I would say, to the Senator from Louisiana, the 
Chair did not abuse the witness. 
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Senator Lona. I thought the Chair was going to defend him. In- 
stead, the Chair wants another detailed list. 

The Cuarrman. I think that is what this committee is for, to get 
information. 

Mr. Dewey. I think the Chair has been very fair about it. 

The Cuarrman. I don’t want that to go uncontradicted. 

Senator Lone. I am afraid my language was misunderstood. I 
thought the Chair was going to put Humpty Dumpty back on the wall 
again. [Laughter.] 

The Cuairman. I just wanted the whole picture presented in the 
record. 

Senator Jenner, you have got the tail end down there. 

Senator Jenner. Mr. Chairman, I am going to take a minute or 
two, I have not taken much time of this committee and do not pro- 
pose to, but I think we are getting into a lot of trouble here because 
we have departed from the basic fundamentals of our Government, 
and I think this witness typically shows when you go out here to try 
to do special things for special people that you are in deep waters. 
I just want this for the record, and I want this in the record. 


I am quoting from a pamphlet here by Dean Clarence E. Manion 
which says: 


By its own terms, the Constitution of the United States is the supreme law 
of the land. All United States Senators and Representatives have taken a 
solemn oath to support it as such. The President’s single sworn duty is to 
“preserve, protect, and defend the Constitution.” 

Whoever reads the simple language of this great document cannot avoid 
the impression that these official obligations to support and follow it are now 
“more honored in the breach than in the observance.” 


And that is where we are when we are discussing this reciprocal 
trade agreement. 
He says: 


The Constitution builds a firm limitation around the power of every public 
officer. This constitutional circumscription of public authority is the very 
definition of our freedom. In spite of a widely prevailing impression to the 
contrary, there are no emergency escape hatches in the walls of this consti- 
tutional confinement. 

Through fire and flood, war and peace, boom and bust, the Constitution con- 
tinues to govern as it is written and all of its officers solemnly swear that its 
dominion shall be forever undisturbed. 

If this is so, why should Congress now seek to perpetuate activities that 
flagrantly violate constitutional commands, and why does the President insist 
that Congress do so? This is what is happening in the current effort to extend 
the so-called Reciprocal Trade Agreements Act. 

The President tells us now that we need this measure to strengthen our com- 
mon defense against communism. Back in 1934, another President said we 
needed it to overcome an economic depression. In the years between, everything 
has been cited to support and perpetuate this Presidential management of our 
foreign commerce—everything, that is, except the Constitution of the United 
States. 

To get perspective, we will have to back up to the beginning. When Congress 
convened in 1933, it was in an understandable hurry to ease the severe pains 
of the great depression. One of its first official performances was the Na- 
tional Industrial Recovery Act, popularly known as NRA. 

This measure gave President Roosevelt an extraordinary power to approve 
binding codes of fair competition for a variety of industries. Normally, Con- 
gress itself would have set up these codes in the form of statutes governing the 
described business practices. 

From the beginning of our Government under the Constitution, Congress had 
exercised its prescribed powers in this direct way. 
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Nevertheless, in its haste to meet the emergency and because Mr. Roosevelt 
urged it to do so, Congress quickly delivered the NRA code-making job into the 
hands of the President. 

In 1935, the Supreme Court nullified NRA as an unconstitutional delegation 
of Congressional power (Schechter v. United States, 295 U. 8. 495). 

The High Court’s decision was unanimous. It stressed a basic principle of 
constitutional law, namely, Congress cannot delegate its own constitutional 
duties and responsibilities to anybody, and, as one Justice (Cardozo) described it, 
NRA was an example of such “delegation running riot.” 

Before this decision was rendered, Congress had passed the Trade Agreements 
Act of 1934— 


and now we are being asked by this legislation to extend it for 5 
more years. 

In 1934, in which the NRA formula of delegation was followed into the field 
of foreign commerce. 


In other words, the NRA put in domestic business delegation of 
powers which Congress had the responsibility for, so now along comes 
this bill and extends it to foreign commerce, the same thing. 


The new foreign trade law soon became known as the Reciprocal Trade Agree- 
ment Act, although Congress did not call it that and reciprocity has certainly 
not been featured in the law’s accomplishments, 

We have had thousands and thousands of examples that there is no 
reciprocity about it. 

Like NRA, the Trade Agreements Act was pressed upon Congress as “an 
emergency remedy for emergency conditions.” Congress has exactly the same 
responsibility in the field of interstate commerce that it has in the area of our 
commerce with foreign nations, 

A change by the President in the import duty on any article is applied not just 
to such items entering the United States from the country which is the other 
party to the agreement, but to all such items therafter imported from all countries. 

This kind of “reciprocal trade” thus mans that, by one agreement with a 
single country, the President can and does change the general United States 
tariff level, in spite of the fact that the Constitution expressly gives to Congress, 
and only to Congress, the “power to lay and collect taxes, duties, imposts and 
excises.” (Art. I, sec. 8, United States Constitution). 

How we can sit here day after day in hearings after taking a solemn 
oath to defend that Constitution and deliberately pass and delegate 
thes rights away, I don’t know. 

I say this, Mr. Chairman, we are destroying this country, because we 
are departing from the basic fundamental laws that made us a great 
nation. I am leaving this body, but I am not going to leave until 
T have my say on these baisc fundamental things. You can see how 
far afield we are going, because we have departed from the Consti- 
tution. 

He further says: 

But, this is by no means the full dimension of unconstitutional power now 
exercised by the Federal Executive as a result of this delegated congressional 
authority. Pursuant to the Constituticn, treaties are negotiated by the President 
and ratified by the vote of two-thirds of the United States Senate. Since the 
passage of the Trade Agreements Act, our State Department may use and has 
used these new trade negotiations to modify or suspend a formal constitutional 
treaty that has been previously negotiated by the President and then ratified by 
two-thirds of the Senate (e. g., art. II, United States trade agreement with 
Columbia). 

This diplomatic short circuit is called an “executive agreement.” All of the 


trade pacts made pursuant to the 1934 act have been treated by the State 
Department as such executive agreements. 
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And there are thousands of them in existence, and not a Member of 
this Congress knows what they are. 


Please remember that these are not submitted to the Senate for ratification, 
but, by the decisions of our courts, they are now none the less binding upon the 
eountry (U.S. v. Pink, 315 U. 8. 208). 

Between 1934 and 1947, all of these new trade pacts were bilateral; that is, 
each was negotiated between the United States and one other country. It is 
obvious from the early history of its administration that bilateral negotiations 
and bilateral agreements were all that was contemplated when the trade agree- 
ments law was passed. 


Tsn’t that correct ? 
Senator Matonr. That is correct. Every word you say is correct. 
Senator Jenner. What has happened ? 


After World War II, however, it was a different story. By that time our inter- 
nationalist diplomats had developed a fixation for multilateral international 
pacts, organizations and associations in which many nations were involved and 
which could be used as steppingstones to an ultimate international world gov- 
ernment. 


If you are going to erase and equalize all of these discriminations 
and if you are going to lift everybody up to our level or we are going 
to come down to their level, that is exactly the way you are going to 
have to proceed with a world government and if you iron out these 
difficulties you won’t need subsidies and nobody will need protection 
in this country and the whole standard of the world will be on the 
same level and we will all be in the same boat. 

But you can’t have your cake, gentlemen, and eat it too. 


In 1946, our State Department came forth with plans for a proposed “Inter- 
national Trade Organization”— 


and I have heard witnesses sit here in this hearing and deliberately 
say “We need it, we are for it.” They do not know why. They 
don’t know a thing about it, what it will do to their country or to their 
standard of living but they are pounding these cliches, these phrases 
that are being brainwashed, throughout this country and brainwash- 
ing the American people. 


In 1946, our State Department came forth with plans for a proposed “Inter- 
national Trade Organization” with an essential underlying feature called a 
General Agreements on Tariffs and Trade. This so-called ITO languished when 
it was submitted to Congress, which properly refused to swallow this organiza- 
tion’s supranational enforcement machinery. 

However, GATT, the underlying organization, fared better because it was 
not and probably never will be submitted to congressional scrutiny. GATT 
was signed by our State Department’s Director of International Trade on Octo- 
ber 30, 1947: whereupon, President Truman proclaimed that then and there- 
after the United States was and would be bound by all of GATT’s unprecedented 
schemes for international planning and trade regulation. 

At the same time, the President, for and in behalf of the United States, 
accepted all of the tariff concessions that were a part of GATT’s original negotia- 
tion. 


Mr. Chairman, I am still reading. 


You will observe that this Presidential proclamation changed the whole range 
of our duties and imports which the Constitution empowers Congress, and only 
Congress, to change. 

But, President Truman’s GATT proclamation did much more than that. It 
handed jurisdiction over tariffs and other precious areas of our foreign and 
domestic commerce to the tender mercies of GATT, a foreign Socialist organiza- 
tion whose proceedings are conducted in secrecy and in which the United States 
has but 1 of the 37 possible votes. 
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You will never win that ball game either. 


If the NRA, in which constitutional power went from Congress to the Presi- 
dent, was unconstitutional “delegation running riot,” then what can be said of 
constitutional power that is delegated by Congress to the President, and then 
redelegated by him to an association of foreign governments dedicated to the 
leveling of world living standards and a redistribution of the world’s wealth? 


That is where you are going in this thing. 


GATT contemplates that its decrees will ultimately be policed and enforced 
by an appropriately muscled international tribunal. Drawn to these specifica- 
tions is the new Organization for Trade Cooperation, “OTC,” which has already 
been advanced as President Eisenhower’s climactic contribution to the inter- 
national government of our foreign and domestic commerce which, before him, 
President Truman, with our adherence to GATT, so nobly advanced. 

When GATT gets this enforcement machinery— 


and the way we are going they are going to get it just as sure as day 
follows night, because we are departing from our solemn oath when 
we said we would support and defend and protect the Constitution 
of the United States— 


the resulting impact upon our domestic affairs is certain to be loud and pain- 


We won’t be worrying about flatware, Japanese textiles, and little 
glass, but you will be worrying about the whole thing. 


Aside from import duties and international shipments, GATT is designed 
to regulate many areas of our domestic economy, including such things as a 
price-control system, rates of domestic exchange for foreign currency, our fair 
share of the world’s raw materials and the proportion of our domestic market 
that should be supplied by foreign producers. 

There are at least 15 important Federal statutes that are in apparent con- 
flict with GATT. These laws include the Agricultural Adjustment Act, the 
Clayton Antitrust Act, the Internal Revenue Code, and last but not least and 
most ironically, the Trade Agreements Act of 1984, as amended, which brought us 
to GATT in the first place. 

Under persistent prompting and pushing by the President, Congress now pro- 
posed to extend this Trade Agreements Act which binds us to GATT, which, 
in turn, directly threatens the jurisdiction of the Trade Agreements Act and 
14 other congressional statutes. Nobody in Washington proposes to repeal 
those statutes. 

For patriots and taxpayers it is dispiriting and depressing, if not demoralizing, 
to see so many of our honorable Congressmen and Senators chasing their own 
political coattails in such an obviously vicious circle of internationalist intrigue. 
If these plodding politicians would pause in their muddled milling, they might 
hear the reechoes of this good advice from one of their distinguished predeces- 
sors, Senator Daniel Webster : 

“When the mariner has been tossed for many days in thick weather and on an 
unknown sea, he naturally avails himself of the first pause in the storm * * * 
the earliest glance of the sun * * * to take his latitude and ascertain how far 
the elements have driven him from his true course. Let us imitate this prudence 
and, before we float further on the waves of this debate, refer to the point from 
which we departed, that we may at least be able to conjecture where we now 
are.” 

The point from which you departed, My dear Senators and Congressmen, is 
the Constitution of the United States. It is unnecessary for you to weigh the 
hypothetical benefits of free world trade against the established benefits of the 
American standard of life and living. 

It is necessary merely for all of you to read the Constitution which you have 
sworn to support and from which you have departed. This is all you need to 
do in order to vote conscientiously to kill this misnamed “reciprocal trade” bill 
and its monstrous un-American Internationalist appendages. 


This article says: 


Tell your Senators and Congressmen that they are not expected to do every- 
thing that the President tells them to do. Tell them they are expected to do 
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what they have sworn to do; namely, support the Constitution of the Unied 
States. 

Mr. Chairman, I do not think any better advice could be given to 
this committee, and I am just simply tired of people coming in here 
with self-serving statement and repeating cliches and brainwashing 
the American people, tying it up with our economy, tying it up with 
Congress, and tying it up with everything. 

Now this gentleman here testifying, 1 am not here to abuse him or 
demean him but you have some figures here that intrigue me. 

You say on page 2: 

In viewing the testimony thus far it would seem clear that the Congress has 
the simple choice of protecting the job security of 4 million Americans who live 


off of exports achieving this according to the proven formula of reciprocity or to 
step backward— 


It is a beautiful word, isn’t it, “step backward”— 


into a volatile system of regional distated tariffs to protect the job security of 
only 200,000 workers in injured industries. 

Will you give me the industries where only 200,000 people have been 
injured ? 

Mr. Dewey. Senator, I cannot cite the specific industries. 

Senator Jenner. You cannot? 

Mr. Dewey, will you give me the specific industries where there are 
4 million Americans who have got a job as a result of this reciprocal 
trade agreement and exports? 

Mr. Dewey. I am calling upon the study made by the Department 
of Commerce in citing these figures. 

Senator Jenner. I would like this information brought before this 
committee in detail. For example, I pick up last evening riding in on 
a plane from Indiana an article from the U. S. News & World Report, 
further advocating the reciprocal trade agreement, going all over the 
country, every magazine, every article practically you read and they 
were even so detailed that they had exact amounts of money that each 
State gets from this great reciprocal trade program, and my State got 
$9 million. 

Mr. Chairman, I think this information is essential to this com- 
mittee before we can intelligently act and I want to know what in- 
dustries in my State get $9 million out of the extension of the Re- 
ciprocal Trade Act, and I don’t see why anyone is advocating that 
or any necessity for extending any kind of program for 5 years. 

Has anybody justified that, Mr. Chairman; who has been here as a 
witness ? 

The Cuatrman, Testimony has been given and I hesitate—— 

Senator Jenner. Has it been justified ? 

The CrHatrman. I dislike very much to interrupt the Senator, 
but the committee adopted a 20-minute rule for each Senator to ques- 
tion the witnesses, and the Senator has somewhat exceeded it. 

I am wondering if he could not make a list of the information he 
wants or ask it of some other witness. 

Senator Jenner. I was not here, Mr. Chairman, when we made 
that rule. I don’t know why we have this rule because, Mr. Chair- 
man, there is a bill that should be kept in this committee until the 
bells ring [laughter] because any man who is a Senator of the United 
States has taken an oath to live up to the Constitution, cannot in 
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good conscience sit here and deliberately destroy his country in 
violation of his oath. 

The CuArman. I am anxious for the Senator to get all the infor- 
mation he can, and he desires and if he will make a list as to other 
questions—I don’t imagine this witness 

Senator Jenner. I will list the information. 

I want to know where they get these facts. Here is a man who 
sits here and testifies and I am supposed to sit here and listen to it. 
He says there are 4 million people in my country making a living 
out of the export-import business of this country. But there are 
only 200,000 injured by this business. 

I want the facts and the proof. Where do they get it? 

The Cuamman. Well the witness 

Senator JENNER. By the way, where do your ships travel ? 

The Cuarrman. Will the witness furnish those facts ? 

Mr. Dewey. I will, together with the particular source. 

(The information is as follows :) 


PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. C., July 2, 1958. 








Hon. Harry FiLoop Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


Deak Mr. CHAIRMAN: During the course of my testimony on H. R. 12591, 
Trade Agreement Extension Act of 1958, your committee requested that I fur- 
nish additional data. Following is the information requested : 

Title VI of the Merchant Marine Act of 1936 authorizes the Federal Maritime 
Board to pay operating-differential payments for the “operation of a vessel or 
vessels, which are to be used in an essential service in the foreign commerce of 
the United States.” 

Section 606 (6) reads as follows: “that the contractor shall conduct his oper- 
ations with respect to the vessel’s services, routes, and lines covered by his con- 
tract in the most economical and efficient manner, but with due regard to the 
wage and manning scales and working conditions prescribed by the Commission 
as provided in title III ;” 

Section 606 (7) limiting purchases to the United States’ products reads as 
follows: “that whenever practicable, the operator shall use only articles, mate- 
rials, and supplies of the growth, production, and manufacture of the United 
States, as defined in section 505 (a) herein, except when it is necessary to pur- 
chase supplies and equipment outside the United States to enable such vessel 
to continue and complete her voyage, and the operator shall perform repairs 
to subsidized vessels within the continental limits of the United States, except in 
an emergency.” 

Section 607 (b) with respect to funds exempt from taxation, reads in part as 
follows: 

“To insure the prompt payment of the contractor’s obligations to the United 
States and the replacement of the contractor’s subsidized vessels as may be 
required, the contractor shall create and maintain, out of gross earnings, during 
the life of such contract, a ‘capital reserve fund,’ in such depository or deposi- 
tories as may be approved by the Commission. In this fund the contractor shall 
deposit annually or oftener, as the Commission may require, an amount equal 
to the annual depreciation charges on the contractor’s vessels on which the oper- 
ating differential is being paid.” 

Section 607 (c) on this same subject reads in part as follows: 

“To attain the public objects for which the financial aid provided for in such 
contract is extended and to insure the continued maintenance and successful 
operation of the subsidized vessels, the contractor shall create and maintain, 
during the life of such contract, a ‘special reserve fund’ in such depository or 
depositories as the Commission shall approve.” 

From the above it is clear that only dry-cargo vessels engaged in the foreign 
trade of the United States serving essential trade routes of the United States 
are eligible for operating-differential payments. Also the excerpts from section 
607 explain the limited use of funds which are exempt from taxation for the 
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purpose of replacement of subsidized vessels and fulfilling the objectives of the 
Merchant Marine Act, 1936. 

With respect to the specific cost items which are subsidized, section 608 (b), 
Merchant Marine Act, 1936, reads in part as follows: 

“Such contract shall provide that the amount of the operating-differential sub- 
sidy shall not exceed the excess of the fair and reasonable cost of insurance, 
maintenance, repairs not compensated by insurance, wages and subsistence of 
officers and crews, and any other items of expense in which the Commission shall 
find and determine that the applicant is at a substantial disadvantage in com- 
petition with vessels of the foreign country * * *.” 

The following table shows the breakdown on items of subsidizable expense 
for the year 1957, the latest figures available : 


Items of subsidizable expense for 1957 

















| 24 
| Domestic Percent Subsid Percent 
cost accrua. 
session dele Arsiuans teying tidings thinness sip aneiaiipeatenligieaiant deta Ciecek eee edie inte sagan aiictales 
| 
Ms citdiaciss a pagdnadiessandsdeksanitbdunk>Camncmmicins | $163, 223, 116 | 72.1 $117, 606, 514 83.3 
I a rttdthinth de cnannncaccncccnseeéacunebescaecs ; 26,034, 200 | 11.5 | 12,706, 586 9.0 
Maintenance and repair.......................-.--.--.. 24, 675, 894 | 10.9 | 7, 059, 215 5.0 
I 0.5. 2. aS cide mesakcnwicawe dln vaentatneons 12, 451, 139 | 5.5 3, 811, 976 2.7 
Eau thdtikaehnibnedalkhtaddehukdeaeennaniekicnea 226, 384, 349 100.0 | 141, 184, 291 100.0 








With respect to the question concerning the increase in subsidy cost, no such 
figures are available from the year 1930, which was the date mentioned at the 
hearings. The implementation of the Merchant Marine Act of 1936 was well 
underway by 1938, but the war interfered with the obtaining of accurate data 
useful for evaluation purposes on this subject; therefore, in the following table 
I have shown data from the immediate postwar years to the present. 











; 
Calendar year Voyages Subsidy ] Calendar year | Voyages Subsidy 
payable | payable 

= sins | om a oa eaten insincinttinelinsiensneaishenies 

1947_....-- kpoouasyedlod 476 $3, 927, 732 aK ditunncdpnpeesinnensiinii | 1, 557 $104, 377, 721 

Pi ingsthmaktidtad’ ina’ 1, 017 17, 686, 880 A Werke nicctg ooh aendadal | 1, 655 106, 799, 677 

Rs cicbnia’ aasnke Ab peeniet 1, 242 30, = po Dc camncdchaascbpeiankeall | 1, } —- oan = 
hx daidih nd ahtlen eaten kai 1, 292 47, , 921 || 1958. .-._- svaine~Gintaimsias 1, 15, 663, 

See ane 1, 303 47, 038, 183 || 1959 (6 months) ____-_- ‘| 923 58, 544, 164 

NA cdoweneccusvegebewss 1, 336 64, 023, 917 | 

1953. ... anil 1, 517 94, 957, 255 | TORO, cicgeapalh taintals | 17,334 911, 345, 802 

1954. _.. cshennnt 7 1, 447 | 106, 959, 010 | 


With respect to the question concerning the percentage of operating cost 
represented by subsidy, figures for the year 1956, the latest available, show 
that the subsidy payable amounted to 19.3 percent of the total operating ex- 
penses of all subsidized steamship lines. 

As I interpret the request of the chairman for information concerning these 
various subsidies, as to what type of vessels to which they are given, I feel that 
the following information, in addition to the above, with respect to the construc- 
tion-differential payments which go to the shipyard, will be helpful : 

Section 501 (a), Merchant Marine Act, 1936, in part, reads as follows: 

“Any citizen of the United States may make application to the Commission 
for a construction-differential subsidy to aid in the construction of a new ves- 
sel to be used in the foreign commerce of the United States. No such applica- 
tion shall be approved by the Commission unless it determines that (1) the plans 
and specifications call for a new vessel which will meet the requirements of the 
foreign commerce of the United States, will aid in the promotion and develop- 
ment of such commerce, and be suitable for use by the United States for’ na- 
tional-defense or military purposes in time of war or national emergency ;” 

Section 501 (b) and (c), in part, reads as follows: 

“(b) The Commission shall submit the plans and specifications for the pro- 
posed vessel to the Navy Department for examination thereof and suggestions for 
such changes therein as may be deemed necessary or proper in order that such ves- 
sel shall be suitable for economical and speedy conversion into a naval or mili- 
tary auxiliary, or otherwise suitable for the use of the United States Govern- 
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ment in time of war or national emergency. If the Secretary of the Navy ap- 
proves such plans and specifications as submitted, or as modified, in accordance 

a the provisions of this subsection, he shall certify such approval to the Com- 
mission. 

“(c) Any citizen of the United States may make application to the Commis- 
sion for a construction-differential subsidy to aid in reconstructing or recondi- 
ans any vessel that is to be used in the foreign commerce of the United 

tates.’ 

Section 502 (b) states that the Commission may approve an allowance not to 
exceed 50 percent of such cost. Thus, Congress has provided that the construc- 
tion-differential subsidy payable to the shipyard may not exceed 50 percent of 
the cost of the vessel, less the cost of defense features. 

I was also asked to indicate the source of employment statistics contained in 
my statement. 

1. The source of these data is the staff papers presented to the Commission 
on Foreign Hceonomic Policy, commonly referred to as the Randall Commission 
(pp. 373 through 384). The figures were developed by the Department of Agri- 
culture and the Department of Labor in 1954, and the breakdown at that time 
showed : 


Employees oupopet 
in foreign trade 


i cs emoticon 2, 150, 000 
I ak re SO eel ea lke lan nancial elariapanrsatgienes Kerwserecti 976, 000 
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ao ceassieieabienimenimnainnarin } 


Total employment in foreign trade_______-_-______________-_- 4, 376, 000 


Using the same formula, in 1958, this total figure increased to 41%4 million 
employees. 

2. The reference to the job security of 200,000 employees is an estimate of 
the number of United States employees producing goods equivalent to the esti- 
mated increase in imports which would take place in the event of a temporary 
suspension of tariffs. I understand that the Bureau of Labor Statistics, De- 
partment of Labor, agrees with this estimate. 

Again I want to thank the committee for the courtesy extended to me in the 
presentation of our testimony supporting an extension of the Trade Agreements 
Act. 

Very truly yours, 
RALPH B, Dewey, President. 

Senator Jenner. Where do they travel? 

Mr. Dewey. They operate from the Pacific coast to all ports of the 
world. 

Senator Jenner. All right. Will you tell this committee what per- 
centage of the total national productivity of this Nation is going in 
the export trade of this country ? 

Mr. Dewey. The total national productivity ? 

Senator Jenner. Yes; what percentage of our total economy goes 
into export trade? 

Mr. Dewey. I am informed from the Department of Commerce fig- 
ures that. about 10 percent of the movable production of the United 
States enters into export. 

Senator Jenner. About 10 percent. That is the total productivity 
of this United States? ; 

Mr. Dewey. Senator, I am not completely familiar with that figure, 
but I guess it is over $400 billion a year. 

Senator Jenner. What would 10 percent of 400 billion be? 

Mr. Dewey. Forty billion. 

Senator Jenner. Forty billion dollars. Do you know what per- 
cent of that is in trade with Canada? 

Mr. Dewey. I am not familiar with that figure. 
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Senator Jenner. Do you know what percent of it is in trade with 
South America ? 

Mr. Dewey. No, sir. 

‘Senator JenNER. You must be acquainted with what percentage of 
it is in trade in the Pacific. 

Mr. Dewey. I am not acquainted with it. 

Senator Jenner. How do you expect the committee to intelligently 
act without information? 

Mr. Dewey. I had not prepared my testimony in the direction in 
which you have been interrogating. 

Senator Jenner. Mr. Chairman, I do not care to go on and bother 
this witness but I just think we are going to have some information 
here before we can act. 

The Cuarrman. I will say if the Senator prepares a list of questions 
we will submit them to the State Department and ask them to furnish 
the information. 

Senator JenNeER. The State Department? 

Well, they are the ones putting out this stuff. I would just get the 
same answer back. 

Senator Lone. Mr. Chairman, may I just ask 1 or 2 questions? 

The Cuarrman. Senator Long. 

Senator Lone. If you people were permitted to buy your ships 
wherever you could buy them most cheaply you would not be asking 
for a construction subsidy ; would you? 

Mr. Dewey. No. 

Senator Lone. If you were permitted to hire your labor where you 
could hire it most cheaply you would not be colin for subsidies on 
labor; would you? 

Mr. Dewey. We would not, and to answer the question further, it 
is on record that among monopolized American shipowners who can- 
not pay the American wages are using foreign flags and those ships 
have now left our merchant marine. 

Senator Lone. If you were permitted to repair your ships wherever 
you can repair them as at the lowest costs you would not be asking for 
a subsidy ? 

Mr. Dewey. No, sir. 

Senator Lone. Actually, you want subsidies whenever Congress 
passes laws that you must pay for a high-cost product? 

Mr. Dewey. Yes; indeed. 

Senator Lona. You say you cannot compete if forced by law to 
buy a high-cost product ? 

Mr. Dewey. That is it exactly. 

Senator Lone. That involves buying ships made in American yards, 
hiring American labor, repairing ships in American yards and buying 
the insurance Congress tells you to buy. 

You are being subsidized in those areas? 

Mr. Dewey. That is correct. Those elements where we are being 
forestalled from going into other than American markets. 

Senator Lone. Congress was willing to protect 20 percent of the 
American market for your industry, and foreigners control the other 
80 percent. 

Mr. Dewey. That isthe way it works out. 
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Senator Lone. Congress did this by means of subsidy rather than 
by tariffs? 

Mr. Dewey. Yes; well the tariff was—the subsidy was in an at- 
tempt to compensate for the tariff, Senator. I suppose it had a choice 
of eens e tariff or going into the subsidy program. 

3 Senator Lo NG. The same situation existed in the sugar industry ; did 

it not 

Mr. Dewey. There could be a parallel drawn there. 

Senator Lone. A similar situation, that is, with regard to sub- 
sidizing, because it involves both tariff and subsidy. 

Mr. Dewey. There are elements that are common. 

Senator Lone. Tariffs, subsidies, and quotas. 

Mr. Dewey. I am not sufficiently familiar with that situation. 

Senator Lone. As far as your industry is concerned the situation 
involves a determination by Congress and the executive that this 
Nation must have ships under American control, American shipyards 
and trained American seamen for our defense. Therefore, the level 
of American maritime traffic is based on those defense considerations; 
is it not? 

Mr. Dewry. They are to a large extent, but of course the Merchant 
Marine Act is designed to serve the commerce of the Nation with ships 
operating in those routes that are essential to the commerce of the 
Nation. 

So that everything you say is precisely true and you have said it just 
right, Senator. But I must add that the whole philosophy behind it 
is that in addition to providing a nucleus in the event of an emergency 
(and we can cite chapter and verse where this has paid handsomely), 
in addition to that it is designed to guarantee the export-import busi- 
ness of the country some measure of stability and continuity. 

Senator Lone. Someone they can count on? 

Mr. Dewey. Yes, sir. 

Senator Lone. Thank you very much. 

Mr. Dewey. Thank you, Senator. 

Senator Martone. Mr. Chairman, concerning that 50-percent tariff 
on a ship: When you build a ship in Japan or Germany or some place 
you pay that 50 percent when you bring it back to the United States, 
and go under the flag; is that it? 

Mr. Dewey. And you would not pay it of course—you could not—— 

Senator Matonr. When they passed that act that was for the pur- 
pose of equalizing the costs ? 

Mr. Dewry. When they pasesd the Merchant Marine Act, Senator ? 

Senator Matone. No, when they passed this 50-percent tariff ? 

Mr. Dewey. For the purpose of equalizing 

Senator Martone. The cost of construction. 

Mr. Dewey. I am not sure what the differentials were at the time. 
I can only assume it was inherent in the thing. 

Senator Matonr. Of course. It seems to me that what Congress did 
was to build you a glass house and you just never took a look at: it 
before you came back here complaining about everything else—and I 
want to join the Senator from Indiana in every word he said. 

In the first place, we have gotten so far away from the Constitution 
of the United States that we utterly disregard it. Everyone assumes 
when they come here this act is going to be extended, so their attitude 











TRADE AGREEMENTS ACT EXTENSION 461 


is: How can I get some kind of special consideration for my business? 
Everybody wants to come in and get a little piece of it assuming this is 
going to go on. 

Now my personal opinion is that if the people of the United States 
ever break this sound barrier on the Potomac through which no public 
sentiment ever penetrates, if they ever fully realize what Congress has 
done to them in the last 24 years, they will move on this place. They 
won’t even wait for an election, and they will take everybody out of the 
play who testifies as you have. 

We think, I believe, that we should have a merchant marine. 

Mr. Dewey. I know you do because you have supported it on 
many occasions. 

Senator Matone. But I don’t believe you should complain about 
protection for the American workingman and investor to the extent 
of difference in wages here and abroad but that is exactly what you 
are doing. 

Mr. Dewey. Well, it may be what we are getting—but to suggest 
that I complained that others might get it, Senator, is distorting my 
testimony. 

Senator Martone. Well, you are complaining. You are trying to 
extend an act that destroys business. We have got 6 million men on 
the counter now who are on social security or State help who are 
getting hungry out there, and you are talking about 200,000, 

Mr. Chairman, this witness just happened to get caught in the 
vise here, but I just hope there are more Senators who begin to think 
of this thing as a violation of the Constitution of the United States. 
That is what it is, and there can be no doubt about it. It has never 
been before the Supreme Court. Attempts have been made to get 
there and it may finally reach there, like the NRA did. But there is 
no doubt that it is unconstitutional when a President of the United 
States, as Mr. Dulles, Secretary of State, admitted, can trade a part or 
all of any industry to foreign nations if he believes that it will further 
his foreign policy, and the 36 foreign competitive nations that make 
up the GATT it has been established by Mr. Dulles do not have to 
keep their share of the agreements as long as they can show they are 
short of dollar balances. 

Senator Jenner. I have been short all my life. 

Haven't you ? 

Senator Marone. That is right. 

I am going to complete this statement and it is not going to take 
very long. 

I was not here when they voted unanimously 

The Cuarman. If the Senator will yield the Chair wants to recess 
the hearing until 2: 30, if that suits the Senator. 

Senator Martone. You can recess. 

Senator Dovetas. Mr. Chairman, I will not be here this afternon, so 
I would like to make this statement on behalf of Mr. Masaoka. 

He was a member of the famous 42d Combat Team of Americans of 
Japanese descent which served with such great credit in World 
War II. 

These men indeed served under something of a popular cloud, and 
they made a record which I think has been unsurpassed in the history 
of the American military forces. 
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They received the Presidential Unit Citation seven times which I 
think is the record for the entire history of the United States. 

They had casualties which amounted to over 300 percent of the 
normal complement of the combat team. They had more men killed 
proportionately to their number than any American unit. They had 
more men wounded proportionately to their number than any 
American unit. 

I may say one of the two runners-up was my own division, the First 
Marine Division, and Mr. Masaoka was 1 of 5 brothers who served in 
this combat team. 

One of his brothers was killed, another brother suffered a 100 per- 
cent disability. 

Mr. Masaoka himself was wounded and received the Legion of 
Merit, the Bronze Star, the Purple Heart. He has established a rec- 
ord as a great American, and had hoped that I might be here to hear 
his testimony, but I do want to testify to his patriotism and to his 
devotion to the United States. 

The Cuarrman. The committee will recess until 2:30 o’clock. 

(Whereupon, at 1:05 p. m. the committee was recessed, to recon- 
vene at 2: 30 p. m. the same day.) 


AFTERNOON SESSION 


The CuHarrmMan. The committee will come to order. 
Mr. Charles Hofstetter, Export Managers Club of Chicago, Inc. 


STATEMENT OF CHARLES A. HOFSTETTER, PRESIDENT, EXPORT 
MANAGERS CLUB OF CHICAGO, INC. 


Mr. Horsterrer. Mr. Chairman, my name is Charles A. Hofstetter. 
I am export manager for Ace Fastener Corp., manufacturers of stapl- 
ing devices and staples in Chicago. I am here as president of the 
Export Managers Club of Chicago to testify in favor of the Trade 
Agreements Extension Act of 1958, as passed by the House of Repre- 
sentatives on June 11 as H. R. 12591. 

The Export Managers Club of Chicago was founded in 1919 and in- 
corporated in 1927. Its 670 members represent the exporting in- 
dustries, as well as transportation, banking, insurance, and other 
auxiliary services, in the heartland of the Middle West where an 
estimated 40 percent of United States exports originate. I am sub- 
mitting two copies of the club’s sedsherahie roster with my written 
statement. 

The Chicago foreign trade fraternity is delighted with the perform- 
ance of the Ties of Representatives in voting, 317 to 98, to continue 
the reciprocal trade agreements program for 5 years, essentially in 
the form recommended by the administration. 

But now that the Senate is about to consider this legislation, we 
have to point out that it represents only a minimum program, both 
with respect to the original objective of promoting United States 
exports and from the point of view of its present principal purpose 
of supporting our role of world trade leadership. 

Nevertheless, we realize that this is about the best trade bill we can 
obtain at this time, since it is, of necessity, a product of politics, and 
politics having been aptly defined as the art of the possible. 
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Under the circumstances, I wish to touch on only two points in my 
testimony: (1) The absolute necessity of extending the act for a 

riod of 5 years and (2) the relationship of the Trade Act to 

tA TT, the General Agreement on Tariffs and Trade. : 

As a result of the congressional battles over the extension of the 
Trade Agreements Act in 1953, 1954, and 1955, United States leader- 
ship in world trade has lost luster. More prestige went down the 
drain when, during the following 3 years, the Congress refused to 
ratify OTC, the Uiaeiiantion or Trade Cooperation, which the 
United States Government had sponsored and promoted as an ad- 
ministrative arm of the GATT. 

Besides, for a decade now our whole foreign economic policy has 
been subordinated to considerations of the cold war with the Com- 
munist bloc. Taken together, these factors have contributed 
mightily to the breaking up of the world economy into regional 
groupings, the first and foremost of which is the European Economic 
Community, with the even more formidable European free-trade area 
being in the active discussion stage. 

Anything short of a 5-year extension of the present bill will seri- 
ously jeopardize our negotiations with the present 6-nation Common 
Market or the 17-nation free-trade area, if and when it comes into 
being, for the protection of American export interests. 

In the absence of suitable cooperative trading arrangements, 
Western Europe will be unrestrained in utilizing to the fullest the 
balance of economic power it holds between the United States and 
the Soviet Union, Above all, a 5-year extension will go a long way in 
ve confidence in the continuity and stability of our trade 
policy. 

My second point has to do with the provision in the current bill 
that its enactment shall not be construed as either approval or disap- 
proval of the executive agreement known as the General Agreement 
on Tariffs and Trade. This fence straddling is regrettable because 
GATT is the keystone in the arch of our foreign economy policy. 
As the instrument of cooperation through which the United States 
has sought to carry out the provisions and the purposes of the Trade 
Agreements Act, GATT provides the operational facilities for meet- 
ing the Soviet economic threat, for dealing with the European Com- 
mon Market, and for promoting the economic strength and political 
unity of the free world. 

These were among the compelling points which the administration 
used in selling this bill to the Congress. It is also significant that at 
least two of these major selling points represent defensive measures: 
the European Common Market and the Soviet trade offensive. 

Although we have no intention of stirring up any political fuss 
that might unduly delay the consideration of this bill, our group be- 
lieves that the chances of final passage for a period of 5 years and 
without crippling amendments will enhanced if the Senate is 
fully aware that the Trade Agreements Act is the indispensable link 
with the GATT and that the GATT is the only available institution 
in the free world where we can apply our eitents of leadership in 
working toward a gradual integration of the world economy. 

As we see it, the objective of the United States, in its economic 
relationship with the rest of the world, is to create a freewheeling 
multilateral trading system based on currency convertibility, operat- 
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ing through an international price mechanism under the incentives 
of free, private, competitive enterprise, and regulated in the national 
interest through customs tariffs. This is nothing more nor less than 
the extension and application, beyond the borders of the United 
States, of the business philosophy that has made possible the un- 
precedented progress in our material well-being. 

It is only through consultation with our trading partners, through 
negotiation, compromise, and agreement, that a w orld trading system 
can be rebuilt along the lines T have just mentioned. The first and 
foremost requisite, ‘therefore, is cooperation with our trading part- 
ners. There is no such thing as imposing rules of world trade by 
unilateral action. 

It takes at least two nations to engage in international trade, and 
that second nation, regardless of size, expects to be treated as an 
equal. Experience has shown, howev er, that bilateral negotiations are 
much too slow when applied to all the countries with which we want to 
do business, and that is why the General Agreement on Tariffs and 
Trade streamlined and speeded up the process of negotiating when it 
started the innovation of multilateral negotiations among many trad- 
ing partners. 

The crucial test facing the Senate is whether government of the 
people, by the people, for the people has the capacity to create an 
efficient trading system, in cooperation with other democratic nations, 
Such systems as we have had in the past were based either on military 
power or on a preponderance of political power. 

The great era of world trade that followed the industrial revolu- 
tion and was dominated by Great Britain came to an end in 1931, 
after enactment of the Smoot-Hawley Tariff. Two years later, it was 
propped up and carried along by American assistance in the form of a 
currency stabilization fund, until World War ITI wrote finis to mul- 
tilateral trade based on currency convertibility, for all practical pur- 
poses. 

Today, government controls over the movement of goods across na- 
tional boundaries are still near the alltime high since the Middle Ages, 
and some 90 percent of the world’s population are effectively barred 
from travel outside their own countries because they do not have the 
right kind of money for that purpose. 

‘And all this in an age when man-built vehicles can circle the earth 
in less than 2 hours, and when the most powerful governments are 
absorbed in problems of outer space and worried about who is going 
to get to the moon first. In an age, too, when the average traveler can 
reach the remotest points on this globe in 45 hours and, in just 1 more 
year, in 30 hours. 

To be sure, we and our allies went to work early to repair the 
broken-down trading system based on the gold standard. That was 
the purpose of the Bretton Woods Conference in 1944. By 1947, 
it had become apparent that, in addition to the International Monetary 
Fund and the World Bank, a direct approach to trade problems was 
needed, and GATT was organized. 

All this was done at the instigation and under the leadership of 
the United States. Over the years, however, this leadership grew 
weaker, partly because of our preoccupation with the cold war and 
partly because of the vise of restrictionism within our own country. 
And thus, while we were still paying lipservice to the official objec- 
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tive of working toward an integrated world economy, little, if any, 
headway was made. 

The House, in its overwhelming approval of the Trade Agreements 
Extension Act of 1958, has made an auspicious beginning of revers- 
ing that trend. 

The Export Managers Club of Chicago hopes that the Senate will 
follow suit with an equally strong show of statesmanship, thus per- 
mitting the United States to reassert its leadership and revitalize the 
processes designed to restore a worldwide multilateral trading sys- 
tem as the surest way of promoting peace through universal pros- 
perity. 

I thank you. 

The Caarrman. Thank you, sir. 

Mr. Mike Masaoka has to catch a plane; so we will hear him next. 

Have a seat sir, and proceed. 


STATEMENT OF MIKE MASAOKA, WASHINGTON REPRESENTATIVE, 
AMERICAN IMPORTERS OF JAPANESE TEXTILES, INC. 


Mr. Masaoxa. Mr. Chairman, and members of the committee, my 
* name is Mike Masaoka, Washington representative of the American 
Importers of Japanese Textiles, Inc., a New York trade association 
composed of domestic corporations and companies and individual 
Americans who handle approximately 70 percent of the Japanese tex- 
tiles imported into this country. 

Before proceeding with my statement, however, I would like to ex- 
press my personal appreciation to Senator Douglas of this committee, 
who was kind enough to say some very generous things about my war 
record, and to say that for myself, we also admire and reciprocate 
in his great war record and his public service to this country. 

While candor compels us to state that, in our opinion, the bill un- 
der consideration, H. R. 12591, the House-approved legislation to ex- 
tend for another 5 years the Reciprocal Trade Agreements Act, is 
not as liberal a measure as we believe our United States should ex- 
tend to the nations of the free world in these troubled times, never- 
theless, in general we endorse it and urge its early enactment with per- 
haps two minor amendments. 

1. On page 6, line 24, H. R. 12591 authorizes the President to in- 
crease tariff duties 50 percent above the rates prevailing on July 1, 
1934, instead of July 1, 1945, as provided in the current statute. 

2. On page 8, line 22, H. R. 12591 reduced the maximum period in 
which the Tariff Commission must complete escape clause proceedings 
from to 6 months. 

INCREASE IN DUTY RATES 


Authority to increase tariff duties 50 percent above the rates pre- 
vailing on July 1, 1934, means that our tariff schedules for certain 
items could become the highest in history. As is well known, the 
Smoot-Hawley Tariff Act of 1930 imposed the highest rates up to that 
time. If the President increases any duties 50 percent above those 
— it would cause even that statute to appear somewhat less formid- 
able. 

As a matter of fact, we recall seeing statistics to the effect that some 
items could be increased by more than 400 percent if the President ex- 
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ercised his full authority in this regard. Such tremendous increases 
would result in prohibitive rates of duty. 

We believe that legislation of this kind, which purports to encourage 
international trade and commerce, should not include such contra- 
dictory authority as this. We suggest, therefore, that this proposal 
be amended and that the present January 1, 1945, date be substituted 
therefor. 

TARIFF COMMISSION DEADLINE 





Reducation of the time limitation for the completion of escape- 
clause proceedings by the Tariff Commission from 9 to 6 months will 
place an extraordinary and unjust burden on the importers who are 
forced to defend against allegations that certain imports are injuring 
or threatening serious injury to domestic industry producing like or 
directly competitive products. 

Domestic industry prepares its application for an investigation 
by the Tariff Commission without any limitation as to time. Once 
the application is submitted, however, the Tariff Commission must 
begin its independent investigations. 

About the same time, defendant importers are notified of formal 
hearings on the petition to be held within a period of a few months. 

In many cases, the importers must simultaneously seek information 
abroad regarding the exporting industry, labor conditions, trade prac- 
tices, and Government policies while doing considerable research into 
the domestic industry, often to secure facts that are not readily avail- 
able. Since it is our understanding that even the current 9 months’ 
limitation in some instances has not allowed importers sufficient time 
to prepare the necessary defense, although the Tariff Commission 
itself with added personnel may be able to complete its investigations 
within this reduced period, the importers will be greatly curtailed in 
their ability to produce the kind of evidence that the Commission 
needs to reach its findings. 

Because the recommendations of the Tariff Commission following 
escape-clause proceedings are so vital to domestic industry, to the im- 

rters, to the consumers, and to the international relations of our 

ation, we urge that the current 9 months’ limitation be retained, and 
not reduced by a third to 6 months. 


PROPOSE ADJUSTMENT MEASURES 


In addition to the House-approved provisions of H. R. 12591, with 
the two modifications we have proposed, we suggest that this commit- 
tee consider as an alternative to trade restrictions under the egcape- 
clause procedures some Federal adjustment program to aid workers, 
mills and factories, and communities that are, in fact, seriously in- 
jured by import competition. 

This adjustment program should not be used, however, to subsidize 
uneconomic industries or segments thereof, but rather to enable ad- 
justments to more economic production which will offer better oppor- 
tunities and rewards. 















OPPOSE ADDITIONAL RESTRICTIONS 


Needless to state, we are opposed to any further emasculation of this 
program by additional restrictive amendments. 
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Four such amendments have been called to our attention as likely 
to be considered by this committee. 

One would reduce the extension of this program from 5 to 3 years, 
or even less. 

As emphasized by Secretary of State Dulles and Secretary of Com- 
merce Weeks before this committee last week, the 5 years requested by 
the administration is the minimum required to protect United States 
interests at this time, especially in view of the European Common 
Market development. 

The second would deprive the President of his authority to accept, 
reject, or modify Tariff Commission recommendations as he now does 
on the basis of comprehensive and highly confidential and classified 
information available to him alone and in the interests of national se- 
curity and welfare. 

Thes House-approved bill restricts this authority to the extent that 
the Congress may, by concurrent resolution voted by two-third ma- 
jority in both Houses, override any Presidential action. 

Any further restriction would be harmful to the best interests of 
our Nation, for only the President may be aware of the overriding 
considerations of the international implications dictating his particu- 
lar decision. 

The third would impose general or specific commodity quotas 
on imports, a policy contrary to freer trade principles and one cal- 
culated to result in retaliatory action that might well lead to economic 
isolationism and nationalism and destroy the grand alliance of free 
peoples we have so painstakingly brought together. 


Finally, we oppose any refining of the definition of industry or seg- 
ments thereof which will make freer trade principles meaningless. To 
recognize for tariff relief matters a single mill, factory, plant, store, 
or product, for example, we think is contrary to the national interest. 
Trade is a two-way proposition. If we want to sell, we must also buy. 
Moreover, we cannot wage trade war on one hand and on the other 
seek military and security alliances. 


REASONS FOR SUPPORT 


As importers, it is understandable that we favor legislation that 
will encourage the limitation of trade barriers, reduce tariffs, and gen- 
erally promote increased commerce among the free nations. 

But more than this, as Americans who—because we import Jap- 
anese textiles—are aware of the strategic role that Japan plays and 
can play in world affairs, we are most concerned that Japan be allowed 
to trade with us, lest she be forced to trade with our enemies. 

Japan, is actually, is a nation that must import to live and export 
to survive. 

Today, we are Japan’s best market, and Japan is our best customer 
for our agricultural products, most of which are in surplus, and our 
second best all-around buyer of all our exportable goods. But the 
balance of international trade is so much in our favor—more than 2 
to 1—that further restrictions on Japan’s ability to sell in our 
markets may well force her into an alternative that she, as well as we, 
abhor; that is, trade with Red China. 

Make no mistake about it. Japan prefers to trade with us. For 
that reason, the Red Chinese dramatically cancelled their trade agree- 
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ments with certain Japanese parties during the recent parliamentary 
elections in order to embarrass the pro-United States Government of 
Prime Minister Kishi. 

That there were not successful in causing the defeat of the Liberal- 
Democratic government party is a tribute to the desire of most Japa- 
nese to maintain close ties with the United States. 

At the same time, however, because of the threat of increased re- 
strictions against Japanese imports into this country, newspaper ac- 
counts from Japan have noted that, unless more dollars may be earned 
in the American market place, Japan may be forced by circumstances 
to look elsewhere for her raw materials—such as raw cotton, wheat, 
corn, tobacco, milk and cream, copper, scrap iron, coal, gasoline and 
oil, industrial equipment, and many other items she now imports 
from us—to nations that are willing and able to purchase her multi- 
tude of exports, including textiles. 

Japan’s prewar markets in southeast Asia are being captured by 
India and Red China, particularly the latter since it has initiated 
trade as an instrument of total war. 

In the European Common Market, they sense an effort to close 
the Continent to them. The British seem intent to exclude them from 
the Commonwealth bloc. And, in South America, United States pro- 
ductive facilities appear able to outsell them. 

Only Red China of all nations seems to be welcoming increased 
trade with Japan. She has the natural resources that Japan desperate- 
ly need—and used to secure from the mainland. There are being 
offered at prices considerably lower than ours, with less in transpor- 
tation expenses involved. At the same time, she requires the products 
of Japan’s mills, and plants, and factories. Aside from the ideologi- 
cal conflict, it would appear to be a logical and economic arrange- 
ment. 

Once normal trade is established, political recognition of Red China 
will surely result. After that, who can predict the chain of events 
that may follow ? 

There can be no gainsaying that Japanese industry weighs heavily 
in the Pacific, and world, balance of power. We dare not forget, as 
Cameron Hawley wrote in the Saturday Evening Post last year— 
that Japan, on its own, built and supported a military machine that seriously 
challenged American and Allied might through 4 years of war. Add that much 


weight to Red China’s own power (and to that of Soviet Russia, too), and the 
balance might easily swing to the other side of the scale. 


Last year, Japan’s steel output was 12 million tons. Despite their 
efforts to build up heavy industry, and with all the help that Russia 
has been able to give them, Red China will not be able to produce a 
third this amount. This is just a single example of many that can be 
given to illustrate what Japan’s productive capacity in the hands of 
the enemy can mean. 

The loss of Japan to the alliance of free nations has been evaluated 
by many of our officials, including the President and the Secretary of 
State, as a catastrophe of the first magnitude. It might well be the 
determining factor in the eventual loss of all Asia and the free world. 

Japan is the keystone of the arch of defense that we have built up 
to contain the explosive power of Red China and Soviet Siberia. 
Weaken that keystone, or destroy it, and the whole arch sags and 
breaks down. 
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To put our case for the extension of the reciprocal trade agreements 
program and for increased imports from Japan briefly, it is that the 
realities of the world today are such that unless we encourage trade 
with Japan, we not only face the loss of our best customer for our 
surplus agricultural products but also risk the loss of our western 
bulwark of freedom to the Communist enemy. 


JAPANESE TEXTILES 


Some of the opposition to the extension of the Reciprocal Trade 
Agreements Act is based on charges that it has allowed Japanese 
cotton textiles to be imported into the United States in such quantities 
as to threaten the very existence of the domestic industry. 

In refutation, let us identify and summarize for the record the facts 
relating to some of the more common allegations which have been 
made or suggested against Japanese textile imports. 


POSTWAR UNITED STATES AID TO JAPANESE TEXTILE INDUSTRY 


The notion is prevalent that the Japanese cotton textile industry was 
rebuilt after hostilities by postway economic aid to Japan during the 
period of United States occupation. 

Kojiro Abe, chairman of the All Japan Cotton Spinners Associa- 
tion, In memorandum submitted on behalf of his association, Japan 
Cotton Weavers Association, Japan Cotton Textile Exporters Asso- 
ciation, and Japan Textile Products Exporters Association—repre- 
senting the entire industry—to the (Boggs) Subcommittee on Customs, 
Tariffs, and Reciprocal Trade Agreements (of the House Committee on 
Ways and Means) in Tokyo in December 1956, emphatically denied 
this notion. 

After discussing the immediate postwar history of the cotton textile 
industry, Mr. Abe declared : 


To recapitulate, direct aid from the American taxpayers was not responsible 
for the postwar development and rehabilitation of the Japanese cotton industry. 

Private loans from Japanese banks were the principal source of funds for 
the purchase and repair of machinery and plant equipment, as well as the 
construction of mills and related facilities. 


Moreover, the Japanese cotton industry has repaid in full, in yen, the cost of all 
the raw cotton made available to us (by the American occupation authorities). 


STATUS OF JAPANESE WORKERS 


A common impression among too many Americans is that Japanese 
textile workers are exploited ; that they are paid substandard, “coolie” 
wages. 

dmittedly, Japanese textile workers are paid low wages compared 
to employees in this country. But Japan’s wages are the highest in 
Asia. As a matter of fact, those engaged in the cotton spinning in- 
dustry for export are the highest paid workers in the nation, both as 
to men and as to women workers, as well as together. The same cer- 
tainly cannot be said of our textile workers, whose wages are among 
the lowest paid in our country. 

Moreover, they are given so many fringe benefits—semiannual 
bonuses, housing, hospitalization, meals, educational opportunities, 
recreational facilities, etc.—that, relatively speaking, in terms of the 
respective economies in which they live, the Japanese cotton textile 
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workers are “better off” than are our own workers. Furthermore, 

because of the “paternalistic” system which assures compensation even 
when mills are shutdown, Japanese workers enjoy greater job security 

and unemployment benefits sheen does his United States counterpart. 

Indeed, it is interesting to recall that, as long ago as 1937, Dr. 
Claudius Murchison, then economic adviser to the American Cotton 
Manufacturers Institute, admitted on returning from a tour of Japan 
that 
In our competition with the Japanese textile industry, we are not competing 
with labor exploitation or with lower living standards. * * * We derived no 
impression that they (the Japanese workers) were subject of exploitation. 

Obviously, since 1937, Japanese labor standards and statutes have 
been substantially improved, particularly during and after the period 
of the American occupation. 

At the present time, 99 percent of the cotton spinning mills in Japan 
are completely unionized. Contrast this with the 16 percent of union- 
ization in our southeastern States where most of our mills are located. 
These are not company unions organized to prevent organized labor 
from participation but are locals of the aggressive Japan Federation of 
Textile Workers Union, affiliated with the non-Communist Interna- 
tional Confederation of Free Trade Unions since 1950 and with the 
International Federation of Textile Workers Association since 1951. 
The American Federation of Labor—Congress of Industrial Organiza- 
tion (AFL-CIO) is affiliated with the former, and the Textile Workers 
Union, AFL-CIO, with the latter. 
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JAPANESE IMPORTS AND LOW WAGES 


It is too easy a temptation to blame dollarwise low Japanese wages 
for textile imports into the United States. 

If wages were the sole, or even primary consideration, then India 
(paying less than half of Japan’s average wage), Hong Kong, Mexico, 
and others with lower wage scales than Japan should be the major 
exporters to this country, instead of Japan, the United Kingdom, 
France, Italy, etc. 

Moreover, if wages were so important, how does one account for the 
fact that the United States, with our higher wages, exports almost 60 
percent of all the textiles purchased by Canada, which, with lower 
wages than ours, struggles to maintain a textile industry. 

apan shares in only about 7 percent of the textile imports into 
Canada. In other words, if wages alone were the criterion of foreign 
trade, how does one explain that in many third countries, the United 
States can outcompete the Japanese for the same markets. After all, 
one cannot lose sight of the fact that in 1955, 1956, and 1957, the United 
States exported about twice as much in cotton manufactures than she 
accepted in imports. 

The report (No. 1312) of the Joint Committee on the Economic 
Report, 84th Congress, 2d session, makes this interesting observation : 

Low-wage and high-wage countries are not barred from carrying on mutually 
beneficial trade. This is because wages are only one element in total money 
costs, and money costs or prices must be compared through an exchange rate 
which is subject to adjustment. 


Further, low wages are generally a sign of low productivity. Relatively plen- 
tiful labor is paid low wages, but usually produces so little per capita output 
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that the price of a final product is just as likely to be higher as it is lower than 
the product price in a high-wage country. 

But low-wage countries do tend to have a comparative advantage in the pro- 
duction of goods which require much labor, while high-wage countries have a 
comparative advantage in the production of goods which require a higer pro- 
portion of capital or material resources in their manufacture. 

Japan is a nation in which labor is plentiful. It can, therefore, 
produce and export certain textile items to the United States. 

It must not be overlooked, however, that Japan does not, and cannot, 
successfully compete in the American market for all the textile trade. 
Indeed, Japan’s exports are limited to a relatively few articles. 


IMPORTS BLAMED FOR INDUSTRY ILLS 


To blame Japanese textile imports for the troubles of the domestic 
textile industry is an easy and emotional appeal that too often conceals 
the real reasons for the many difficulties in which our United States 
manufacturers find themselves from time to time. 

The total of Japanese textiles imported into this country is less than 
2 percent of our total domestic production. Additionally, Japanese 
textile imports are limited to a relatively few items and so do not affect 
the whole industry, with its hundreds and perhaps thousands of stand- 
ard and specialty articles. 

To attribute Japan’s small import totals for the ills of one of the 
major giant industries of our Nation is to gloss over competition from 
synthetics and other manmade fibers; the changes in consumer pref- 
erences; geographical competition between producing areas; liquida- 
tions and mergers for tax purposes, as well as for greater efficiency ; 
overproduction (three shift operations) ; etc. 

The Wall Street Journal for May 21, 1956, pointed out that even 
some textile executives admit—privately—that claims about their 
industry being pushed to the brink of disaster, or beyond, are ex- 
travagant. Some of these executives agree, according to this same 
financial and trade journal for May 29, 1956, that such claims are the 
result of a massive and well organized anti-import campaign and 
admitted that many mills are using the Japanese as whipping boys 
just because of poor business. 

In assessing Japanese textile imports for responsibility for the cur- 
rent plight of the domestic industry, it should be kept in mind that 
the economic well-being of the American textile industry is of seri- 
ous concern to importers of Japanese textiles, for a strong and pros- 
wey domestic industry reflects an active and profitable market for 

th imported and homemade products. 

Since very few Japanese textile items are always competitive with 
our comparative merchandise, most Japanese articles can be imported 
and sold competitively only when the American market is “high” 
and the Japanese market is “low.” It is important, therefore, from 
the viewpoint of the importers that the domestic industry be healthy 
and progressive. 

STATISTICAL IMPACT OF IMPORTS 


While the records reveal that relatively few Japanese imports may 
compete successfully in the United States markets, there are those who 
argue that the very impact of these few items are such as to threaten 
the entire domestic industry. 
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Overall exports of all cotton textiles, including made-up goods, 
are now limited by the so-called voluntary Japanese quota to a maxi- 
mum of 235 million square yards. This export ceiling is equivalent 
to about 106,000 bales of raw cotton, or about one-tenth of the raw 
cotton that the United States sold to Japan last year. The impact of 
Japanese exports, then, was about 1.2 percent, when contrasted to the 
9,147,000 bales of raw cotton iamaniad by the domestic mills in 1955. 
These 106,000 bales imported into this country in manufactured tex- 
tiles are comparatively insignificant when compared to the 1,725,000 
bales of raw cotton which were “lost” to other fibers and nonfibers the 
same year, according to an estimate of M. K. Horne, chief economist 
for the National Cotton Council of America. 

Total United States exports of manufactured cotton textiles in the 
lowest postwar year (1955) amounted to 542 million square yards, or 
more than twice as much as Japan’s postwar high of exports to this 
country. Also, although the postwar boom when we were supplying 
the world is over, it is noteworthy that American exports are sub- 
stantially above those in prewar years, including 1940. 

In the light of these statistics, it is difficult to visualize Japanese 
imports as greatly or even materially influencing United States ex- 
ports and the domestic market. 


SELECTED IMPORT ITEMS 


While conceding that Japanese imports into the United States may 
not be large in terms of total domestic consumption, there are those 
who argue that Japanese items are concentrated on a few selected 
items and injury is thereby sustained by certain segments of the 
American industry. 

It is only natural, of course, that American buyers of Japanese tex- 
tiles order only those particular commodities which are most efficiently 
produced in Japan and which can be sold to the United States con- 
sumer, that is quality merchandise at reasonable prices. 

During Tariff Commission hearings on some of these items, it was 
oa out that Japanese imports increased to meet increasing de- 
mands on the part of the consumers, demands which could not be filled 
by the domestic industry alone. In many instances, too, Japan helped 
to increase the total United States consumption by developing new 
markets. 

GINGHAMS 


Early last year (1957), the Tariff Commission terminated its 
escape-clause investigation on gingham cloth imports because Japan 
initiated a 5-year voluntary control program on cotton textiles. 

Gingham producers comprise only 3 percent of the domestic cotton 
mills and account for only 2 percent of the total cotton production. 

From 1951 to 1956, the latest figures available to us, the domestic 
production of ginghams increased from 157,700,000 square yards to 
250 million square yards, The rather spectacular domestic increase 
in production corresponds to the period of increasing Japanese im- 
ports of this same cloth. 

In 1956, the United States production was 250 million square yards, 
with Japanese imports totaling 49 million square yards. 
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Under the voluntary Japanese quota program, gingham imports 
are restricted to 35 million square yards annually, or just about half 
the increase in domestic production from 1954 to 1955. 


VELVETEENS 


Although only one company in the United States is a manufacturer 
of velveteens, an escape- -clause investigation by the Tariff Commis- 
sion resulted in a recommendation for an increase in the duties. 

The President, however, declined in 1957 to take action on these 
recommendations because Japan imposed a voluntary quota on its 
velveteen exports. 

Because of the vagaries of consumer demand, the differences in im- 
ported and domestic commodities and the uses to which they are put, 
and the influences of various fashion trends, it is difficult to assess 
the impact of Japanese velveteens. Nevertheless, it seems clear that 
Japanese and Italian imports found new markets and new uses for 
velveteens and expanded the total American consumption. Indeed, 
it is questionable whether the single United States company can in- 
crease its production suffic ently to make up for the voluntary cut- 
backs imposed by Japan (for 5 years) and Italy (for 1 year). 

Japan voluntarily relinquished more than half of its market 
(6,759,700 square yards in 1955) by imposing a ceiling of 2,500,000 
square yards. Italy restricted her ‘exports to 1,375, 000° square yards 
(1957). Total United States consumption in 1955 5, the peak year, was 
almost 13 million square yards (12,800,000), with domestic production 
only about 4 million square yards (4,184,000). Japanese and Italian 
imports, as well as the 1955 domestic production, add up to 8,059,000 
square yards. 

This provides the domestic company with an opportunity to in- 
crease its production by almost 5 million square yards (4,741,000), or 
more than total United States production for the year 1955. 


COTTON PILLOWCASES 


Subjected to escape-clause investigations by the Tariff Commission 
in 1956, the Commission found that “* * * no sufficient reason exists 
for a recommendation to the President” that these imported Japa- 
nese cotton pillowcases have caused or threaten to cause serious injury 
to the domestic producers. 

Part of the Commission conclusions note that 


* * * it is apparent that the volume of domestic production does not vary 
inversely with the volume of imports but rather is a function of an aggregate of 
variables among which the volume of imports are not even the most important. 

Moreover, far greater variations in annual production occurred in the years 
before 1953, when imports were negligible, than have occurred since. The Com- 
mission must therefore conclude that there is no significant correlation between 
the level of production and the level of imports. The Commission also observes 
that between 1954 and 1955 (the year of highest imports) domestic production 
of pillowcases made of muslin or percale sheeting declined much more than did 
the domestic manufacture of printcloth pillowcases. Nothwithstanding, no 
domestic manufacturer of muslin or percale pillowcases claimed serious injury 
from import competition. 


The alleged “concentration” of Japanese pillowcases occurred in 
1955 when 977,171 dozen were imported. 


27629—58—pt. 1——31 








474 TRADE AGREEMENTS ACT EXTENSION 


Even though the Tariff Commission officially found that these 
imports were not injuring or threatening injury to the domestic in- 
dustry, Japan voluntarily imposed a quota of 400,000 dozen annually— 
less than half of their 1955 level of pillowcase exports. 


COTTON BLOUSES 


Japanese cotton blouses were also the target of an escape-clause in- 
vestigation before the Tariff Commission. The petition was with- 
drawn, however, by the domestic industry when Tagan announced a 
ceiling of 214 million dozen cotton blouses annually in the spring of 
1956. Last year, Japan reduce this quota to 114 million dozen yearly. 

The unfavorable and unprecedented publicity 2 years ago concern- 
ing so-called “dollar blouses” resulted from an unfortunate cireum- 
stance which probably will never be repeated. Too many American 
buyers ordered far more blouses from Japan than they could reason- 
ably sell in the United States market. This resulted in heavy losses 
for all concerned—the manufacturers and exporters in Japan and 
the importers, jobbers, wholesalers, and retailers in this country— 
with “distress” sales as the ultimate consequence. 

About the only beneficial result of that bittter experience is that 
American importers are now on notice that they cannot place orders 
in Japan indiscriminately and without regard to market trends and 
conditions. 

Promiscuous placing of orders in Japan, or elsewhere, without 
adequate study of the factors involved, is not good business practice 
under any circumstance. Now that Japan has voluntary quotas, as 
well as check prices, a repetition of the “dollar blouse” tragedy is 
happily a thing of the past. 

In spite of the allegations against there “dollar blouses,” production 
figures for the domestic cotton blouse industry reveal that every year 
except one from 1947 has seen substantial increases, from 995,000 
dozen in 1947 to 9,093,000 dozen in 1956, the latest available year. 

Indeed, there is reason to suspect that Japanese imports helped to 
increase domestic production, because in the years when these blouses 
were being imported in quantity, production increased more than 
3 million dozen a year (from 6,653,000 dozen in 1953 to 9,715,000 
dozen in 1955). 


PERIL POINTS ON JAPANESE IMPORTS 





Although domestic industry petitioned for escape-clause investi- 
gations by the Tariff Commission on Japanese gingham, velveteen, 
and pillowcase imports, it is worth noting that according to the State 
Department : 

Analysis of protocol (including schedules) for accession of Japan and analy- 
sis of renegotiations of certain tariff concessions— 
under the General Agreement on Tariffs and Trade (GATT), nego- 
tiated in Geneva, Switzerland, February—June 1955 : 

On the inport side, no concessions were granted which exceeded _peril- 
points (determined by the Tariff Commission to be that point below which 
additional tariff reductions would invite such import competition as to injure 


domestic industry), and all were scrutinized in accordance with the safeguard- 
ing procedures for the administration of the Trade Agreement Act. 
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VOLUNTARY JAPANESE QUOTA PROGRAM 


Two years ago (1956), as a goodwill gesture and to aid in the 
orderly development of the American market, even at considerable 
hardship and sacrifice to the Japanese industry, the Japanese Gov- 
ernment imposed voluntary quotas on cotton fabrics exported to the 
United States (printcloth, 20 million square yards; velveteens, 5 
million square yards; ginghams, 70 million square yards; blouses, 
2,500,000 dozen, etc.). 

Last year, following long discussions and consultations and with 
the approval of this Government, the Japanese imposed an overall 
voluntary export control or quota program on all cotton textiles to 
be exported to the United States for the next 5 years. 

The ceiling was set at 235 million square yards annually for all 
cotton textile exports, or a voluntary reduction of about 35 million 
square yards from their 1955 export total. 

The overall quantitative quota is subdivided into five major groups 


or categories as follows: 
Square yards 


3roup I. Cotton cloth__-_-- snes ore ps ans ange diay ascites lesan Se ani eee 113, 000, 000 
Group II. Made-up goods, usually included in United States 

cotton broad-woven goods production____...._____ 30, 000, 000 

Group: 15d: :: Woven appeared... acc dcicic ies ew deisa eee geisieeds 71, 000, 000 

SPE: 3 / AN) : BOR nhietnien ds reece dannttedeimbienctticcdnete 12, 000, 000 

Group V. Miscellaneous cotton textiles_._._._._____-._.._________ 9, 000, 000 

Pen A ee Ee 235, 000, 000 


Within the group I, cotton cloth, category specific quotas were set 
for ginghams (35 million square yards), velveteens (2,500,000 square 
yards), and other fabrics (75,500,000). The gingham and velveteen 
quotas are not subject to change for 2 years—1957-58. 

Within the “other fabrics” limitation, specific quotas were set for 
sheeting (50 million square yards), shirtings (80 by 80 type, 20 mil- 
lion square yards), other shirtings (43 million square yards), twill 
and sateen (39 million square yards), poplin (25 million square yards), 
yarn dyed fabrics (24 million square yards), and other fabrics (44 mil- 
lion square yards). In this category, the total exports of fabrics made 
from comb warp and filling are not to exceed 26 million yards, 

Within the group II, made-up goods, usually included in the United 
States cotton, broadwoven, category specific quotas were established 
for pillowcases (plain, 400,000 dozen), dish towels (800,000 dozen), 
handkerchiefs (1,200,000 dozen), table damask (value of $3,720,000, 
or an estimated 468,000 dozen sets), and other items (1,875,000 pounds, 
based on a conversion basis of 4.6 yards to 1 pound of cotton). 

Within the group III, woven apparel, category specific quotas are 
designated for blouses (1,500,000 dozen), sport shirts (750,000 dozen), 
dress and work shirts (300,000 dozen), brassieres and other body-sup- 
porting garments (600,000 dozen), shorts and trousers (600,000 dozen), 
and other woven apparel (2,321,000 pounds). 

With the group IV, knit goods, category specific quotas are listed 
for men’s and boys’ T-shirts (short sleeve, white, no button, no collar, 
usually round neck, sometimes V-neck, commonly called marukubi 
shirt in Japan) (500,000 dozen), gloves and mittens (450,000 dozen), 
and other knit goods (1,477,000 pounds). 
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Within the group V, miscellaneous cotton textiles, category no spe- 
cific quotas are established, but the principle of diversification and 
avoidance of excessive concentration on any particular item was recog- 
nized. Cotton floor coverings, fish nets and nettings, cotton thread, 
etc., are included in this classification. 

The Japanese, furthermore, agreed that with respect to made-up 

oods no specific quota would be established, but that the Japanese 
overnment will consult with the United States Government to deter- 
mine appropriate courses of action whenever it appears that there is— 
developing an excessive concentration of exports in a particular item, or if there 
are other problems (e. g., possible problems resulting from excessive concentration 
of exports of end items made from a particular type of fabric, such as the use 


of gingham in the manufacture of an excessively large portion of exported blouses, 
sport shirts, etc.). 


The Japanese placed a single condition on her imposition of vol- 
untary quotas on cotton textiles exports, i. e.— 
* * * that all feasible steps will be taken by the United States Government to 
solve the problem of discriminatory state textile legislation and to prevent further 
restrictive action with regard to the importation of Japanese textiles into the 
United States. 
OPERATION OF QUOTA PROGRAM 


The administration and enforcement of the voluntary quota system 
is supervised by the Japan Cotton Textile Exporters Association, 
whose members export over 90 percent of all cotton fabrics sent to this 
country, as far as cotton fabric exports are concerned, and by the 
Japan Textile Products Exporters Association, whose membership 
exports nearly all of the cotton made-up goods, as far as these made-up 
goods are concerned. 

Nonmember exporters are required by the Government to comply 
with the regulations and rules set down by these two associations for 
their own members. 


RESULTS OF FIRST YEAR’S OPERATIONS 


Although the program took some time to become operational be- 
cause of the allocations that had to be made, the promulgation of the 
rules and regulations, and the setting up of the administrative super- 
visory personnel, we know that every effort was made to fill the quotas 
by exporters who did not want to give up any future allocations. 
This accounts for the fact that during November and December there 
was a rush to try to fill the unused quotas before the end of the year. 

According to the Japanese export figures, only 214,970,000 square 
yards of cotton textiles were shipped to the United States in 1957. 
Since Japan’s overall quota was 235 million square yards, this means 
that Japan was not able to fill her quota allocations by some 20 million 
square yards. In every category, we understand that Japan failed 
to fully meet her quota ceiling. 

The first year’s results indicate two important considerations. 

One is that the very nature of the items on the quota as worked out 
with the American textile industry and our State and Commerce De- 
partments indicate that Japan cannot export all types of cotton tex- 
tiles, that there are in fact only a limited number of cotton textile 
items that Japan can competitively send in, and that all of these 
limited types are included in the quota. 
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The second is that this quota performance shows that even when 
these items are designated, Japan cannot fill her quota up to the full 
100-percent limit. 

TRANSSHIPMENTS PROBLEM 


We are well aware that transshipments may have taken place on 
such items as velveteens. While we do not like to point the finger at 
ourselves, it is only fair to confess that transshipments through third 
countries are caused by importers who desire to circumvent the ex- 
port-control program. We do not believe, however, that any member 
of our particular organization is guilty of such practices. 

Our experience during the past year has convinced us that both 
the Japanese Government and the Japanese exporters did everything 
they Teena possible to prevent obvious transshipments, for they 
realized that some segments of the United States industry would ac- 
cuse them of bad faith and misrepresentation. They developed spe- 
cial procedures to try to forestall transshipments through Hong Kong 
and South and Central American countries generally. 

We also know that the Japanese Government and exporters are 
cooperating with United States officials in investigating possible trans- 
shipments, which, incidentally, are entirely legal. 

We believe that the Japanese will tighten up their procedures and 
devise new means of preventing transshipments this year and in the 
future. We know that both the industry and the Government are 
doing everything possible to demonstrate their responsibility in carry- 
ing out the spirit and the letter of the voluntary quota program. 

As a matter of fact, no other government that. we know of, and no 
other exporting industry, have taken the precautions that the Japanese 
have to heneaily and effectively administer this voluntary quota sys- 
tem. They are to be commended, not condemned, for the record 
achieved in their first year of operation. 

We have faith and confidence that the Japanese will not knowi ingly 
initiate or participate in any untoward activity, for they appreciate 
the long-term implications ‘of their actions. They realize that the 
United States market is their most stable and reliable one. They will 
not tolerate any practices which will tend to destroy or curb their 
markets in this ¢ ountry. 

This accounts for their voluntary quota limitations, for example. 


QUOTA IMPACT ON AMERICAN ECONOMY 


In many ways, the voluntary quotas imposed by Japan are injurious 
to our own economy. Americ ‘an manufacturers, without the competi- 
tion of imports, may well raise their pace, and thereby destroy parts 
of the textile markets which are now available to them by encouraging 
the development of substitute textiles and synthetics. 

Marginal manufacturers unwilling to improve management, pro- 
duction, and sales methods, are encouraged to remain in the field. 

But the biggest loser is the American consumer who no longer will 
be able to purchase the merchandise of his own selection and who will 
be forced to either pay higher prices or “go without.” 

It is our contention that American industry should not be allowed 
to use these voluntary quotas as an excuse to continue inefficient, un- 
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economic, and unnecessary operation. The domestic industry should 
be required to improve their techniques and methods or to convert to 
the manufacturing of other products which are more competitive. 

American labor and management should not forever be saddled with 
the manufacturing of certain textile goods which can best be produced 
in a less-developed economy which has a plentiful supply of labor. 

Our Government policy should be one to encourage higher wages 
for the worker and higher profits for management, while, at the same 
time, providing better quality merchandise at lower prices to the con- 
sumer. 

Artificial and arbitrary barriers to such a policy, based upon lo- 
cal or selfish and temporary considerations, should not be tolerated to 
impair progress. 

uch a policy, too, will give inspiration to the less-developed coun- 
tries of the world to build up their own economies in the hopes of 
trading with us, buying those goods which we can manufacture or 
grow most efficiently and selling those products which they can man- 
ufacture more economically and efficiently than we. 

Such international commerce would benefit our economy and des- 
tiny more than any shortsighted policy of momentary expediency. 


QUOTA IMPACT ON AMERICAN IMPORTERS 


The Japanese voluntary quota has seriously crippled American 
importers in our business. We can no longer place orders for various 
cotton textiles in any amount we may desire. 

Under the allocations system devised, popular goods are unavailable 
because the quota is always filled. The only items available are those 
for which there is little demand. 

Some of our members have had to cancel orders already received 
because they could not import these particular items from Japan. 
Their quota was used up. Others had to reduce their requirements. 


HANDICAPS OF IMPORTERS OF JAPANESE TEXTILES 


The impression persists that American importers of Japanese tex- 
tiles do not have to overcome many obstacles to compete in the domes- 
tic market for sales. 

Quite the contrary is true, for we importers work under many diffi- 
cult handicaps in competing with domestic products. 

First, the importers must hurdle the tariff wall which has been 
erected to “protect” the domestic manufacturers. To the importer, 
these duties represent not protection but discriminatory subsidies 
which he must overcome. 

Although American tariff rates generally are not high in relation to 
other countries, in the case of certain textiles items, especially mass 
production goods, they are considered prohibitive. An example in 
point is corduroy. 

Second, ocean freight and insurance are added costs which the do- 
mestic manufacturer does not have to assume. Often a single cent can 
make a difference in the competitive position of a textile item espe- 
cially in place goods. 

Third, the importer must take into consideration the lead time re- 
quired for the delivery of imported textiles. 
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Estimates of some importers are that it takes twice as long for deliv- 
ery from Japan as it does from domestic mills, This time element 
often makes the difference between a sale, or none being made. 

This delivery factor accounts for the inability of Japanese textiles 
to compete in the field of fashion and style goods which depend upon 
design and color. 

Delivery of imports involves more than just “lead time,” however. 
If the delivered item does not meet specifications, sales for an entire 
season may be lost because of the time factor in bringing in another 
shipment. The domestic seller has this same problem, it is true, but 
the great differences in the distances involved make it easier for him 
to make an adjustment. 

Fourth, there are almost no spot transactions which can be made by 
the importers, again because of the distance factor. This places him 
under a serious handicap in his ability to take advantage of changing 
market conditions. 

Fifth, the securing of a letter of credit or L/C at least 30 days before 
the shipment is made ties up the money of an importer to his disad- 

vantage. The 30 days before shipment means that money is invested 
in the imports for a minimum of 70 to 90 days on which he must pay 
interest. 

Sixth, the importer must work on small margins or markups because 
of the difficulty in meeting prices on the domestic market. This profit 
margin limits his ability to merchandise or promote the sale of his 
commodities. The added expense of advertising, for instance, could 
price him out of competition with the domestic product. 

Seventh, the importer faces difficulties in communications which his 
domestic competitor does not have to overcome. Inasmuch as the 
manufacturer in Japan is some 8,000 to 10,000 miles away, commu- 
nications are not only more difficult but also more expensive and time- 
consuming. To explain the requirements of the market, for example, 
takes from 10 to 14 days by airmail. A telephone call costs five times 
or more than it does from New York City to any point in the United 
States. A cablegram costs 30 cents a word. Then there is the lan- 
guage barrier that also has to be overcome in many instances. All 
this adds 7 the cost to the importers. 

Eighth, Japanese cotton textiles face market prejudice that infers 
lower quality and cheaper price. Accordingly, the price differential 
on certain goods must be considerable, at least 7 to 10 percent, if the 
imports are » to be sold competitively with its domestic counterpart. 

Ninth, cultural differences, existing between the importers in many 
cases and the Japanese manufacturers, make it more difficult to con- 
duct satisfactory business relationships as contrasted with domestic 
operators or European exporters and manufacturers. 

Tenth, the usual business risks that challenge all business enterprise 
are added to the sometimes extraordinary handicaps that the importers 
must overcome. 

These extraordinary burdens that the importer of Japanese textiles 
must assume in carrying on his business are emphasized in order that 
the misconception that the importer of foreign goods conducts a rela- 
tively safe and simple operation may be corrected. 

These handicaps that must be overcome to compete successfully in 
the American market are stressed to demonstrate the necessity for the 
approximately 10-percent differential between domestic and imported 
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items the importers must secure if he is to assume the numerous extra 
risks incidental to the responsibilities of being an importer. 


Only items that can absorb this 10-percent differential have any 
chance for competition on the domestic market, for Americans gen- 
erally will not purchase an imported article, other factors being equal, 
when there is a comparable or identical local product selling for the 
same price. 


IMPORTABLE TEXTILE ITEMS 


Most member importers emphasize that, regardless of what the 
domestic industry claims, there are only a few Japanese cotton textile 
items that can be said to be truly competitive. 

Surprising as this may seem, they were able to name only about 3 
or 4 types of cotton fabrics that can be imported on a steady basis, 
and about 6 other types only on a “once in a while” basis. For the 
bulk of cotton broad woven cloth, the Japanese products are outpriced 
by the domestic items because of American prices, high tariffs, or the 
inability to compete with the latest fashions, designs, and colors. 

It is only in a few fabrics such as velveteens, ginghams, and 1 or 
2 others that the Japanese are able to compete with the American 
commodity. 

This explains the complaints by domestic industry relative to a few 
articles. 

The “once in a while” imports are fabrics whose prices become 
competitive only when the Japanese market is depressed at the same 
time that the United States market is prosperous. World condi- 
tions are such that these circumstances seldom occur simultaneously. 

To illustrate the cost factors which prevent the importation of 
most Japanese textiles, here is a breakdown for example of corduroys. 

The specific item in question is dyed cotton corduroy—No. 3026 (36 
inches in width), Its f. o. b. prices in Japan is 46 cents. Ocean 
freight costs another 5 cents, with insurance at 0.3 cents. The duty 
is 23 cents, and the entry charged (freight forwarders fees, cartage, 
etc.) are 1 cent. 

The brokerage commission is 1.5 cents, and the importers’ margin 
5 cents (about half of usual margin). All this adds up to 81.8 cents 
for the Japanese import. 

The United States manufacturers’ price for the same corduroy is 
59 cents, or a price cost differential in favor of the American prod- 
uct of 22.8 cents. 

As with fabrics, only a few Japanese-made garments are com- 
petitive enough to share the American market. In the field of made- 
up goods, not only must the articles compete on a price basis, but 
also on other aspects such as colors, styles, designs, etc. Essentially, 
Japanese mapnen must compete in the secondary, rather than the 
primary markets. 

They can only follow, not lead, in fashions, for instance. Because 
of this, Japanese imports are almost always in competition with Amer- 

ican garment makers who are also followers, not creaters, of trends. 

In many cases, these companies are either marginal or inefficient, 
for they do not have the handicap to overcome that the Japanese im- 
ports have, in order to be competitive. 

The competition is thus confined to the highly elastic-demand lines 
of blouses, children’s wear, boys’ sport shirts, ete. 











TRADE AGREEMENTS ACT EXTENSION 481 


A breakdown of the cost factors in dress shirt (cotton—40s—210) 
is given as an illustration of why most Japanese apparels cannot com- 
pete in the United States market. 

The f. 0. b. price in Japan is $3.50 a dozen. Insurance and freight 
total 50 cents, duty 88 cents, entry charges 5 cents, broker’s commis- 
sion 15 -cents, importers’ margin 25 cents, wholesalers’ markup 80 
cents. This makes the price to the retailer $6. 13. Comparable Amer- 
ican shirts are available for $5.50, giving the domestic shirts a price 
advantage of 63 cents. 

The United States Tariff Commission summarized the situation in 
its report to the 84th Congress (1956), in reply to Senate Resolution 

236 which directed the Commission to make— 


an immediate investigation pursuant to section 7 of the Trade Agreements Ex- 
tension Act of 1951, as amended (escape clause procedures), to determine 
whether any textile or textile products are being imported into the United 
States in such increased quantities, either actual or relative, as to cause or 
threaten to cause serious injury to the domestic industry producing like or di- 
rectly competitive products. 


The Commission concluded: 


Despite the widespread concern that has developed about imports of textiles 
from Japan, it appears that such imports are not offering serious competition 
to most segments of the domestic industry. 

The fact that some such segments are in a relatively strong position vis-a-vis 
import competition is indicated by the substantial export trade of the United 
States in textile products. 

The United States exports go principally to countries such as Canada, 
Venezuela, the Union of South Africa, Indonesia, and Dominican Republic— 
in which articles from the United States enjoy no preferential tariff treatment 
over those imported from other countries, including Japan. The United States 
exports some cotton manufactures even to Japan. 


DIVERSIFICATION OF IMPORTS 


United States industry and Government leaders are constantly 
advising the Japanese to diversify their exports to this country, to 
concentrate on quality goods, and so forth. 

The Japanese would most certainly like to oblige, but in most 
instances tariff and other barriers prevent them from doing so. On 
the other hand, when they are able to find new commodities to export, 
they are again subjected to charges of concentration on a particular 
item, to possible Tariff Commission investigation, and to new sugges- 
tions that they diversify. 

When fabric imports were causing alarm in certain segments of 
domestic industry, the Japanese were urged to diversify their exports. 
They started to send in apparels and other madeup goods. 

They discovered a market for their new exports. But, as they 
increased their exports to this country, they once again were con- 
fronted with the identical appeals to diversify into other commodities 
and with the same charges of “pinpointing” their exports to harm a 
certain industry. 

No wonder the Japanese manufacturers are confused. 


FUTURE OUTLOOK ON IMPORTS 


Some fears have been expressed in certain quarters that the real 
problem with Japanese textile import competition is not in the present 
but in the future, for the Japanese are supposed to have the capabili- 
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ties and the capacity to capture the American market at any time by 
“flooding” the country with their textile exports. 

We believe that these fears are unfounded, for the Japanese Gov- 
ernment has enacted legislation to limit the quantity of equipment 
and machinery for the textile industry ; it has also established a public 
policy to develop synthetic and other manmade fibers. 

At the same time, Japan’s own domestic market for cotton textiles 
is being exploited with the cooperation of the International Cotton 
Council, a subsidiary of the National Cotton Council (of the United 
States) , and dependence on foreign markets is declining. 

In any event, added assurance against future competition, at least 
until 1962, is seen in the voluntary quotas on cotton textile exports 
to the United States. 


RECTPROCAL TRADE MUTUALLY BENEFICIAL 


We endorse the principle and practice of reciprocal trade because 
this program has resulted in mutually advantageous trade between 
ourselves and the nations of earth, including Japan. 

According to the testimony of Secretary of Commerce Sinclair 
Weeks before the House Ways and Means Committee, our total trade 
reached a record high in 1957. 

We exported approximately $1914 billion, exclusive of military 
aid, in manufactured articles, raw materials, and foodstuffs. At the 
same time, we imported only about $13 billion worth of goods in these 
same categories. The balance of trade in our favor was over $6 billion 
on a worldwide basis. 

As for agricultural products, Secretary of Agriculture Ezra Taft 
Benson, also in testimony to the committee last February, reported 
that in fiscal 1957 we exported $4,700 million in food and fiber items. 
The output of some 60 million acres, or 1 acre of 5 harvested in 1956, 
was shipped abroad. 

As far as trade between the United States and Japan is concerned, 
the United States is Japan’s best market, while Japan is our second 
biggest buyer of all our exports and the first in the purchase of our 
agricultural products, especially those in surplus. 

Last year, according to Japanese Government statistics, Japan 
bought $1,430,863,000 in American goods, while selling us in return 
only $636,425,000, for a trade balance in our favor of more than half 
a billion dollars. 

Turning specifically to the subject of textiles, we find that last year 
Japan exported to the United States, on a foreign-exchange basis, 
$188,797,000 worth of textile and fiber products. 

In this same period, the United States exported textile and fiber 
items to Japan amounting to $252,259,000. 

In other words, we sold Japan textile and fiber products totaling 
almost $6314 million more than she sent us. 

Included in the above figures are some 2 million bales of raw cotton 
that Japan purchased in the cotton year 1957 alone, an amount 
equivalent to the total annual cotton output of South Carolina, North 
Carolina, Georgia, and Alabama. 

Volumewise, less than a tenth of this was shipped back to the United 
States in manufactured cotton textiles. Dollarwise, the United States 
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sold raw cotton to Japan worth $224,524,000, while buying from Ja- 
pan cotton textiles valued at only $53,793,000, for a favorable balance 
of $170,731,000, 

Significantly, too, Japan’s sales of cotton textiles to this country 
decreased in 1957 by some $10 million from 1956 and by some $11 
million from 1955, while her raw-cotton purchases increased in 1957 
by some $58 million from 1956 and by some $100 million from 1955. 

Trade balances in cotton exchanges alone in our favor in 1956 were 
$102,614,000 and $61,230,000 in 1955. 

These statistics reveal that while Japan does export cotton textiles 
to this country amounting to only about 2 percent of our domestic 
production, she purchases about a fourth of all the raw cotton sold by 
the United States abroad. 

It would appear to be simple arithmetic to realize that if Japanese 
textile imports into the United States were substantially reduced, 
Japan would not be able to purchase as much raw cotton as she pres- 
ently does, let alone the multitude of industrial and farm products 
and raw materials that she does, 

International trade is a two-way street; we cannot expect to sell 
unless we are willing to buy. In the case of Japan, she consistently 
buys almost twice as much asshe sells to us, 

Of all nations on earth, Japan, probably more than any other coun- 
try, must trade to survive. With limited land and even more limited 
natural resources, she must trade in order to live. Her energetic man- 
power constitutes her only real natural resource. 

The United States, on the other hand, while lacking unlimited labor 
resources, is rich in land, capital, and management. 

Thus, the United States and Japan have developed mutually bene- 
ficial trade relations under the reciprocal trade agreements program, 
trade relations which should be encouraged and expanded for the 
common good. 

CONSUMER BENEFITS TOO 


Too often ignored in foreign-trade evaluations are the rights of the 
consumers—unorganized, inarticulate, unrepresented, yet constituting 
170 million Americans in our land. 

Japanese textiles, in the main, by catering to different economic 
classes of our citizenry, have enabled many Americans who would 
otherwise have to do without, to enjoy the luxury of natural fibers. 

In this way, new markets have been developed; for to many it is 
not a choice between Japanese textiles and United States products; it 
is Japanese imports or nothing at all. 

Some customers prefer Japanese textiles because of their special 
qualities for the purposes they have in mind; more find that, dollar- 
for-dollar, Japanese textile imports are a better buy than competitive 
goods. They are not cheap in the sense of being shoddy or a waste of 
money ; they are, it is true in most cases, less expensive than domestic 
items which many of our consumers cannot afford. 

On a more general theme, it seems to us that in the past Congress 
has given too much consideration to the welfare of the manufacturer, 
while neglecting the consumer. 

Protection for industry may be well enough, but it serves to impose 
a special tax on the consumer to subsidize the manufacturer. More- 
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over, it violates the fundamental right of the American consumer to 
buy whatever he wants at the price he is willing to pay. 

The report of the Joint Committee on the Economic Report, sub- 
mitted to Congress on January 5, 1956, which summarizes its recom- 
mendations and findings on foreign economic policy, has the follow- 
ing on this subject : 


It is hard to see why consumers should not have the right to choose such 
goods as desired, without regard to their origin or their foreign cost. 

Until we presume to replace freedom with a controlled system where people 
are no longer their own masters, this must be so. No group of producers should 
be allowed to have a vested interest in the right to dictate what our people shall 
consume. The excuse that such a vested interest is essential to maintaining 
employment is fallacious, and was not allowed to block the introduction in the 
past of the automobile to the detriment of coachmakers, the electric streetcar 
to the detriment of horse breeders, or mechanical refrigeration to the detri- 
ment of ice deliverers. Some industries can adapt to the will of the consumer 
who in a democracy is king. Others have not adapted, and have become 
extinct. * * * 

Our ability to command exotic products is one measure of our progress and 
freedom from previous limitations in the pursuit of happiness. Let our home 
producers use their admitted skills in advertising to compete freely with their 
foreign rivals. 

For a Government official to make a moral judgment on how we ought to 
spend our money is an invasion of liberty and privacy which is acceptable only 
where obvious public harm follows, as in the uncontrolled use of narcotics. 
Interference with free consumer choice must rest upon very compelling grounds, 
and, if these relate to the short-run problems of displacement in certain indus- 
tries or localities, a solution other than restriction of consumer freedom should 
be chosen. 


If the greatest good for the greatest number is to be our yardstick, 
then the ‘rights of the consumer should be paramount and all tex- 
tiles—American-made and Japanese imports—should vie on the open 


market for his trade. 
Meaningful reciprocal trade helps to better assure this opportunity. 


NATIONAL DEFENSE AND SECURITY 


As developed by Secretary of Defense Neil McElroy before the 
House Ways and Means Committee last February : 


The free world today is truly engaged in a new kind of war. “Cold” war does 
not exactly describe it because weapons are being used and heat is being gen- 
erated. The weapons are economic, psychological, and political. We have little 
choice concerning whether we fight this war or not; we are in it. 

It is of vital importance that we not only hold our own with these nonmilitary 
weapons but also make gains, for two reasons: First, if we use the economic, 
psychological, and political weapons effectively, the chances of ever having to 
use military weapons are diminished; secondly, if we do have to defend our- 
selves militarily, our position will be measurably stronger (for our allies will 
also be stronger because of trade with us). 


Secretary of State John Foster Dulles, in testimony to the House 
committee, reminded us that Japan is the only industrial nation in 
the Far East and that— 


in the period of the early thirties, when world markets were closing and inter- 
national trade declining, the leadership of Japan passed to those who believed 
that Japan, in order to earn a decent livelihood, would have to impose its rule 
over China and southeast Asia to insure adequate markets and sources of raw 
material. That led to war. Today the Soviet Union and Communist China 
eagerly covet the use of the industrial potential of Japan for their military and 
economic warfare purposes. The Japanese resist that unholy alliance. But 
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surely our trade policies ought to help make it possible for Japan to gain a 
livelihood within the free world. * * * Unless we have enlightened trade poli- 
cies, we shall risk losing all that we thought we had won at so grievous a price 
in World War IT. 

Today, our Nation is faced with the greatest threat in our history, 
including actual attack on our homeland. We need more than ever 
before allies who will stand with us against the common foe and guard 
our ramparts of freedom around the globe. 

Reciprocal trade, especially with our allies like Japan, helps assure 
steadfast cooperation, for mutually beneficial commerce is Japan’s 
lifeblood. 


ASIAN COMMON MARKET AND FREE TRADE AREA 


Much has been made during these hearings of the European Com- 
mon Market and free trade area. 

In preparing to meet this opportunity to expand our trade through 
an extension of the reciprocal trade program, we cannot afford to 
overlook the possibilities of other such common markets and free trade 
areas. We know, for instance, that Red China, supported by the 
Soviet Union, would like to organize such an association among the 
newly independent nations of southeast Asia. We are also aware that 
Japan might well look to developing an Asian common market and 
free trade area, this time not by force of arms which proved so dis- 
astrous, but by the peaceful development of undeveloped regions that 
could provide her with the raw materials she needs, while purchas- 
ing the manufactured items Japan would export. 

This is a r apidly changing and challenging world we live in, and 
we will need to be ever watchful of our national interests. In these 
troubled times, we need to have permanent authority to negotiate 
tariff and trade agreements as situations warrant and demand. 


SUMMMARY AND CONCLUSION 


We, American importers of Japanese textiles, believe that it is in 
the national interest and the general welfare that the reciprocal trade 
agreements program be extended. 

We view this matter not as a defense of our past trade policies but 
rather as an opportunity to demonstrate anew our willingness to 
accept the leadership of the free world, to not only strengthen our 
own security but that of the free nations, to not only expand our own 
economy but also the economies of our allies—all to the end that there 
may be peace and prosperity on earth. 

That Japan has a particularly significant relationship with the 
United States in security and trade matters is of special moment to us. 

While we do not. believe that Japanese textile imports into the 
United States do, in fact, injure domestic industry or segments 
thereof, ag: are not mindful that some imports from foreign lands, 
including J apan, might well result in actually injury domestic indus- 
try. In such cases, where an appropriate agency finds that a specific 
industry is being injured by imports, we are agreed that the Federal 
Government should provide necessary “adjustment” relief—not to 
assure an uneconomic industry or segment to continue to be subsidized, 
but to allow the workers involved, and the mills and the factories, and 
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possibly the communities as well, to prepare themselves for new op- 
portunities to serve the Nation more in keeping with our dynamic 
society and ever-expanding economy. 

If it is in the national interest that these imports be admitted into 
our markets, then any relief for resulting injury to a particular indus- 
try should be provided by the Nation. One industry or segment 
should not be called upon to shoulder a disproportionate share of the 
impact of imports. Neither should one industry or segment be al- 
lowed to prevent imports in the national interest. As much as pos- 
sible, the benefits and the injuries, if any, of the reciprocal trade 
agreements program should be shared by all the people. 

The “adjustment” alternative onie. provide jae safeguards 
for the rights of the individual workers, of the industries and plants in- 
volved, and, also, of communities, too, because a minimum 5-year 
extension of the reciprocal trade agreements program—without au- 
thority for the President to increase tariff duties above those of our 
highest schedule in history and without emasculating amendments— 
is clearly in the national and international interests of the United 
States and of the free world. 

We urge, therefore, early Senate enactment of this legislation, to 
remind our allies that we are not abandoning them and our enemies 
that we are strengthening our sinews, militarily and economically, to 
better defend ourselves against all eventualities. 

The Cuarrman. Thank you very much. 

Mr. Nelson A. Stitt, United States-Japan Trade Council is the next 
witness. Please have a seat and proceed. 


STATEMENT OF NELSON A. STITT, DIRECTOR, UNITED STATES. 
JAPAN TRADE COUNCIL 


Mr. Srirr. Mr. Chairman, my name is Nelson A. Stitt. I am 
director of the United States-Japan Trade Council with offices at 
1000 Connecticut Avenue in Washington, D. C. 

Our council has a membership of about 170 American and Japanese 
firms, all located in the United States, which conduct a large part of 
the trade in both directions between the United States and Japan. 

The bill now before the Finance Committee is of great and abiding 
interest to the council, since that legislation will fix the direction of 
United States foreign trade policy for the next few years. 

While all the world’s trading nations are attentively watching these 
proceedings, those of us interested in the transpacific trade are even 
more keenly aware of their implications, both because the United 
States-Japan trade is still in the growth stage and because imports 
from Japan have come under increasingly heavy attack from persons 
more concerned with the product competition generated thereby than 
with the benefits to be derived from an expanded exchange of goods 
and services. 

Japanese imports have been much in the news of late and it is there- 
fore difficult for most persons to believe that imports from Japan 
represent less than 5 percent of the United States import total and 
less than %9 of 1 percent of the total sales of all United States manu- 
facturing corporations. Yet these imports have formed the basis 
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for vociferous demands from all sides for further restrictions upon 
United States trade and further undermining of a United States 
trade policy already seriously weakened by protectionist inroads in 
the past 10 years. 

Today we would like to direct the committee’s attention to an aspect 
of United States trade with Japan which must be weighed against 
the cries of alarm emanating from industries whose difficulties, upon 
close examination, often have little to do with import competition. 

This aspect is the stake of American industry, mining and agricul- 
ture in the Japanese market for United States exports. The United 
States-Japan Trade Council has just published a study, prepared by 
an independent firm of economic consultants, distributing 1957 United 
States exports to Japan by commodity by State and region of origin. 
Facts previously not well known or documented were brought to light, 
adding up to two outstanding conclusions: 1. Every State and region 
of the United States has profited from exports to Japan; and 2. Every 
major segment of the United States economy has a stake in maintain- 
ing and increasing exports to Japan. 

American exports to Japan in 1957 totaled $1,226,600,000 which 
made Japan our best customer after Canada. 

Over the past 5 years Japan has purchased more of our farm prod- 
ucts than any other country, and was our foremost export customer 
for cotton, wheat, barley, and soybeans. Agricultural shipments in 
1957 exceeded $455 million including $217,300,000 in raw cotton and 
linters, $114,300,000 in grains, $63 million in soybeans and other oil- 
seeds, $19,700,000 in inedible animal oils, $15,700,000 in raw hides and 
skins, and $9,600,000 in dairy products. 

Turning to industrial products, Japan in 1957 bought from the 
United States $240,400,000 worth of iron and steel products, $163,- 
300,000 worth of machinery and vehicles, $61,700,000 worth of petro- 
leum products, $54 million worth of bituminous coal, and $84,100,000 
in chemical and related products. 

The table attached to this statement distributes United States 
1957 exports to Japan by State. Led by Texas, 7 States had exports 
of $50 million to $105 million; 10 States had $20 million to $49 million ; 
20 States had $10 million to $19 million; and the balance had less 
than $10 million. 

These latter, upon examination, prove generally to be States with 
relatively small populations, where exports were undoubtedly signifi- 
‘ant on a per capita basis. 

For your information, Mr. Chairman, the State of Virginia in 1957 
exported over $12 million worth of Virginia products to Japan in- 
cluding chemicals, coal, wood, pulp, iron, and steel products and 
synthetic fibers. 
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Regionally these exports break down as follows: 





Region Value Main commodities 


New England: Maine, New Hampshire, | $29,964,000 | Industrial machinery, iron* and steel prod- 
Vermont, Massachusetts, Rhode Island, ucts, chemicals, and copper products. 
and Connecticut. 

Middle Atlantic: New York, New Jersey, 196, 920,000 | Iron and steel products, industrial machin- 


and Pennsylvania. ery, chemicals, coal, and petroleum prod- 
ucts. 

East North Central: Ohio, Indiana, Ilinois, 309, 196,000 | Iron and steel products, industrial machin- 

Michigan, and Wisconsin. ery, soybeans, petroleum products, and 


chemicals. 

West North Central: Minnesota, Iowa, 120, 810,000 | Wheat, soybeans, inedible animal products, 
Missouri, North Dakota, South Dakota, iron and steel products. 
Nebraska, and Kansas. 

South Atlantic: Delaware, Maryland, Dis- 108, 603,000 | Cotton, chemicals, coal, wood pulp, iron and 
trict of Columbia, Virginia, West Virgina, steel products. 
North Carolina, South Carolina, Georgia, 
and Florida. | 

East South Central: Kentucky, Tennessee, 104, 978, 000 | Cotton, coal, iron and steel products, and 
Alabama, and Mississippi. synthetic fibers. 

West South Central: Arkansas, Louisiana, 174, 247,000 | Cotton, petroleum products, chemicals, and 
Oklahoma, and Texas. machinery. 

Mountain: Montana, Idaho, Wyoming, 73, 949,000 | Wheat, copper ingots, fertilizer, materials, 








Colorado, New Mexico, Arizona, Utah, cotton, and barley. 
and Nevada. 

Pacific: Washington, Oregon, and Cali- 85, 991,000 | Cotton, wheat, copper ingots, petroleam 
fornia. products, and machinery. 





The United States Departmentof Labor has estimated that about 
3,100,000 American workers are engaged in producing and moving 
goods for export. 

On this basis, approximately 175,000 production workers are di- 
rectly employed in production of commodities destined for Japan. 
These workers can approximately be distributed by regions as follows: 


New Pingiland.._... . «........_ 6,000 | East South Central________-__ 15, 000 
Middle Atlantic_........._.__ 28, 000 | West South Central________ -.. 25, 000 
East North Central___________ 45, 000 | Mountain___________ oe sos A IT tee 
West North Central________-___ Puiu eee eo eb 12, 000 
South Atlantic... becca 16, 000 


Comparison of employment of this magnitude with total employ- 
ment in industries competing with imported products from Japan 
reveals the stake American labor and American farmers have in the 
trade with Japan. 

Unfortunately, the voices of those benefiting from foreign trade 
are seldom heard in the Halls of Congress during trade policy debates. 

The Japanese market for American goods has expanded dramat- 
ically in recent years—exports in 1957 exceeded 1950 exports by al- 
most exactly 200 percent. This spectacular increase was not confined 
to only 1 or 2 products. 

Over the same years exports to Japan of agricultural products 
increased by 30 percent. Industrial raw materials increased 29 times: 
coal and oil 30 times; machinery and vehicles 15 times; and chemicals 
4times. The growth in Japan’s market has not ended. The Japanese 
Economic Planning Board has predicted an annual growth in gross 
national product of about 614 percent per year over the next 5 years. 
This means that Japan will require more and more of our products 
and materials to sustain the growth of its economy. 

These projections are of course predicated upon the ability of Japan 
to increase its exports. Without adequate foreign exchange, Japan 
‘annot increase purchases from the United States. I would like 
to review briefly Japan’s problems in this regard. 
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I shall not do so in great detail. In our testimony before the House 
Ways and Means Committee, a rather complete picture of Japan’s 
trade position was set forth. The committee is referred to these hear- 
ings at page 927 for this material. 

The most str iking feature of United States-Japan trade is the gross 
imbalance, unfavorable to Japan. In 1957 total United States ex- 
ports to Japan were $1,226,600,000 whereas total imports from Japan 
were only $602,200,000, making a deficit in commodity trade of 
$624,400,000. 

In other words, Japan bought over twice as much from us as we 
bought from Japan. In the past this deficit has been made up by 
special dollar expenditures, such as payments for the maintenance 
of United States troops and offshore procurement by ICA. In 1957, 
however, the special payments were not enough ba? cover the dollar 
gap, and United States defense policies call for further reductions 
of forces stationed in Japan and hence a decrease in special dollar 
expenditures. Japan must in the long run look to commodity trade 
as a means of earning necessary foreign exchange. 

Trade figures also reveal that trade with the U Tnited States is domi- 
nant in the overall Japanese trade picture. The overwhelming por- 
tion of Japan’s deficit was with the United States. 

These figures demonstrate clearly that if the United States is to 
continue to maintain present levels of exports to Japan and to increase 
these exports, we must be prepared to import more goods from Japan, 
always provided, of course, that these goods find buyers in the Amer- 
ican market place. Restrictions upon Japan’s ability to export to 
the United States will have inevitable and serious repercussions upon 
the earnings of American industry, agriculture, and mining, depend- 
ent in part upon exports to Japan. 

Let me now refer briefly to the political stake of the United States 
in the health of Japan’s economy. Japan is the workshop of Asia. 
It is also the major American naval and airbase in the Far East. 

A strong Japan is the keystone of the free world position in Asia. 
To be strong, Japan must be economically viable. And economic 
strength, for an island nation poor in resources, means trade and more 
trade—with all markets, including the United States. Thus for Ja- 
pan—and for all of us whose business depends upon the Japanese 
trade—the need for liberal United States trade policies is imperative. 

With this background in mind, the council would like to comment 
specifically upon the legislation before the committee. We appear in 
general support of H. R. 12591, although it contains several provisions 
which we feel tend to restrict trade and which we ur ge the committee 
to drop. 

We are in favor of the extension for 5 years. Secretary of State 
Dulles and Secretary of Commerce Weeks both eloquently testified to 
the necessity of a 5-year period to facilitate negotiations with the 
European Common Market. 

The formation of the Market has implications for Japan’s trade 
as well. In 1956 Western Europe absorbed about 10 percent of Ja- 
pan’s exports. The direction which the Common Market will take 
Is as yet unclear. 

On the one hand, it could develop into a protective union which 
would exclude goods from outside nations. On the other hand with 
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the increased economic strength gained from cooperation among them- 
selves, the western European. nations could dev Nop’ into an expanding 
market for imports from other countries. Which direction the market 
will take is in large measure dependent upon negotiation with the 
United States, the only other aggregate of economic power capable 
of bargaining with Europe on equal terms. 

Japan looks to the United States, as do other nations not members of 
economic blocs, for leadership in trade negotiations with the Common 
Market. 

We also endorse the grant of authority to the President to reduce 
present tariff rates by 25 percent, together with allied provisions, over 
the next 5 years in return for reciprocal concessions from other na- 
tions. This authority has been wisely used in the past. to the benefit 
of all Americans; we believe it will continue to be so used in the 
future. 

Our third specific observation relates not to the reduction of exist- 
ing barriers, but to the possibility of erecting new ones. It is ironic 
that the escape clause has come to be as important or more important 
in public and legislative consideration than the authority to enter 
into trade agreements. The attention of the members of the United 
States-Japan Trade Council is inevitably focused much more on the 
escape clause than on any possibility of further reduction of tariffs. 
It is difficult to exaggerate the concern generated by this sword of 
Damocles in international trading circles. In the opinion of the 
United States-Japan Trade Council it is unfortunate that the admin- 
istration has seen fit to recommend measures tending to tighten the 
escape clause. We would hope that it would be changed rather to 
make it less severe. 

In particular, the council submits that the segmentation of industry 
provision has no justification in reason or policy. The escape clause, 
as it now reads, defines industries in a completely theoretical way that 
has nothing to do with real workers or real plants and equipment. 

If a particular commodity meets serious import competition, relief 
can be granted under the escape clause, even though every company 
making it had done well in its total production and no workers had 
suffered loss of pay or jobs. 

Indeed, the escape clause itself is hardly reconcilable with the theory 
and purposes of the reciprocal-trade program, or of our free competi- 
tive system. 

We want our industries to meet the challenge of competition by 
greater efficiency or by diversifying to lines of production where they 
enjoy greater comparative advantage. Hence, the emphasis on ad- 
justment found in the Douglas and Humphrey bills, with which we are 
in sympathy. 

If help to industries affected by foreign competition is needed, assist- 
ance to adjust seems clearly the best method. The esc ape clause, on 
the other hand, tends to protect the unprogressive and unimaginative 
industries which do not move with the times. 

We are not urging repeal of the escape clause, because we recognize 
that there may be situations where temporary tariff relief to grant time 
for adjustment is justified. 
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We do urge rejection of the provision which would permit increase 
of duties based upon the 1934 rather than the 1945 rates. 

This is a step backward in tariff philosophy, unjustified by any 
developments of which we are aware. And, for the reasons just indi- 
cated, we strongly oppose efforts to deprive the President of discretion 
to look at the entire national interest, not just the narrow issue of 
injury to a few producers, in passing upon escape-clause cases. 

The decrease in time from 9 months to 6 months for escape-clause 
investigations should be carefully scrutinized by this committee. Past 
experience would indicate that 6 months is not always enough time 
to make a thorough investigation. 

If the committee decides to retain this feature, serious thought should 
be given to an increase in staff and appropriations for the Tariff Com- 
mission. 

We fully support the grant of explicit subpena power to the Tariff 
Commission. We believe this will be of material aid to the Commis- 
sion in carrying out its investigations, and will tend to insure that its 
finding are based on complete data. 

This provision permitting duty increases up to 50 percent ad valorem 
on duty-free items is a break with the traditional separation between 
items on the dutiable list and on the free list. We oppose this on the 
ground that deletion of commodities from the free list is a matter im- 
portant enough to require legislative rather than administrative action. 
It should be considered that most free-list items are raw materials 
for the use of American industry, or foods not produced in the United 
States. 

While we are somewhat dubious, in the light of modern developments 
in the waging of total war, about the need for the national-defense 
provision, we have no specific objection thereto. 

It seems, nevertheless, that the Executive has, or should be provided 
with, other authority that would be more effective and appropriate 
than tariff manipulation to support lagging defense industries, if their 
continued capacity is considered vital. Certainly, the procedural 
changes in H. R. 12591 are an improvement over the vague language 
of the present act. 

It is sincerely hoped that abuse of the national-defense section will 
not be permitted. This feature of the law should not be used as a sub- 
stitute for, or an appeal from, escape-clause proceedings. 

Because of the imperative need for United States leadership in 
liberalizing and expanding world trade, we trust and believe that this 
comniittee, in its wisdom, will confine its attention to improvement in 
the bill now under consideration, refusing to be distracted by demands 
to inject, protectionist devices into its provisions. 

The United States-Japan Trade Council appreciates this opportu- 
nity to convey its views on this important matter to the Senate Finance 
Committee. 

I, personally, thank all of you for your kind and courteous attention. 
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(Table entitled “Exports to Japan in 1957, by States” is as follows :) 


Exports to Japan in 1957, by States (in order of magnitude) 











i a $105, 330 ,000 | 27. Oklahoma__________ $14, 960, 000 
eet 4 <E 95, 357, 000 | 28. North Carolina_____ 14, 868, 000 
mi a ck 95, 036, 000 | 29. New Mexico________ 14, 846, 000 
4. Pennsylvania_______ 92, 491, 000 | 30. Maryland_______.___ 12, 941, 000 
S. California... 61, 028, 000 | 31. North Dakota____— 12, 621, 000 
i a 59, 744, 000 | 32. Virginia__.______.___ 12, 565, 000 
eee... 54, 172, 000 | 33. Connecticut_____ ___ 12, 332, 000 
Bo emeeemea ll 46, 278, 000 | 34. South Carolina_____ 12, 244, 000 
9. New Jersey___.__-- 44, 685, 000 | 35. Nebraska___________ 11, 826, 000 
10. Mississippi__...__-- 35, 266, 000 | 36. Florida________ Alaa 10, 787, 000 
RR eee 31, 917, 000 | 37. Utah-__....__--— ons 10, 485, 000 
Fz. Atueneas.. 31, 071, 000 | 38. Colorado___________ 6, 954, 000 
WB; Reeeeeer 1 S 29, 526, 000 | 39. Oregon___________ 6, 593, 000 
14. Minnesota_______._- 26, 621, 000 | 40. Idaho__________.- 7 4, 995, 000 
15. West Virginia______ 23, 166, 000 | 41. South Dakota____— 3, 900, 000 
Ds. NG aii nn 22, 886, 000 | 42. Rhode Island____—- 3, 782, 000 
Ty. "Deemmesesen. et 21, 370, 000 | 43. Delaware- ees 2, 814, 000 
18. Georgia__._._____~_ 19, 059, 006 | 44. Maine__._______-___ 2, 194, 000 
ee iste a iin nicnn 18, 944, 000 | 45. Wyoming____.__—-_ 1, 743, 000 
20. Massachusetts______ 18, 668, 000 | 46. New Hampshire____ 1, 606, 000 
21. Washington______-- 18, 370, 000 | 47. Vermont___________ 1, 382, 000 
22. Wisconsin____.._.._ 18, 353, 000 | 48. Nevada____________ 1, 263, 000 
Se ea Se i 17, 497, 000 | 49. District of Columbia 159, 000 
Di RONG iiss sede oe 17. 372, 000 ——_—_— 
25. Kentucky.......__ 16, 425, 000 OER enim emm moe minie Ly Sky Og VOU 
Bo cacaeieeninan 16, 166, 000 


The Cuarrman. Thank you, Mr. Stitt. 

Any questions? 

Mr. Caruson. Only this, Mr. Chairman. I had the pleasure of 
visiting Japan and several Far East countries last fall, and I agree 
with you regarding the importance of Japan as far as it being what 
you say it is, a keystone of the entire free world in that area. 

I think what happens to Japan and India will affect that entire 
section. 

Mr. Srrrr. I am in complete agreement with you, sir. 

The CuHarrman. The committee then will recess until 10 o’clock 
tomorrow morning. 

(By direction of the chairman the following is made a part of the 
record :) 

GALLARD-SCHLESINGER CHEMICAL MANUFACTURING CoORP., 
Long Istand City, N. Y., June 25, 1958. 
Re Trade Agreements Act of 1958. 
Hon. Harry F. Bryp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Mr. Senator: This company is engaged in both the manufacture and 
import of chemicals and, in this dual role, we would like to express our opinion 
of the Trade Agreements Act of 1958. 

The benefits to be obtained from reciprocal trade in terms of international 
understanding and international prosperity, have been stated before you many 
times, by people more qualified than ourselves. All we can do at this point, 
is to reiterate that this is not merely a theory but is actually the case. We 
eannot continually export merchandise to 'the various countries of the world 
without giving them an opportunity to sell some of their merchandise in this 
country. It is still very significant to us that, in most areas of the world, 
the United States still sells more than it buys. It is also true that a very large 
portion of the things we import are commodities which are just not available 
in this country ; such as coffee, cocoa, etc., etc. . 
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In the chemical industry, it is true that imports have grown during the 
last few years. However, even at this point, imports are insignificant as com- 
pared with the overall chemical industry. Imports have done a very construc- 
tive job in reestablishing competition where very little existed. We keep read- 
ing in the newspapers about the high cost of vitamins and antibiotics. Im- 
ports have helped to bring the price for these raw materials to a more realistic 
level, which can only benefit the ultimate consumer. 

Some of the most vociferous opponents of reciprocal trade only object to 
imports insofar as these imports compete with items that they, themselves, 
produce. The president of one of our largest chemical companies, who has been 
most outspoken in his desire to have imports curtailed, has been the largest 
importer of Russian benzol. As a matter of fact, not only have they been im- 
porting this benzol from behind the Iron Curtain, but they have been bringing 
it in by the tankerload. The fact that they have been encouraging the Com- 
munist economy and taking unfair advantage of their fellow producers, has 
not disturbed them in the least. However, the minute importations of chemicals 
that compete with his company, he finds to be very distressing. 

We believe that the partisan approach to this problem is not the proper one. 
We must consider the worldwide implications of our actions and, in this regard, 
we feel that we either cooperate with our allies throughout the world or, we 
will find ourselves alone and shunned. We will then be concerned about what 
has happened to our friends and where we are going to sell our machinery, our 
automobiles, our chemicals, and the products of our farms. 

We recommend Senate approval of H. R. 12591 in its present form, without 
amendments to debilitate its intent and its workability. 

Yours respectfully, 
F. EB. GALLArD. 


NEw ORLEANS CoTTON EXCHANGE, 
New Orleans, June 26, 1958. 
Hon. HaRry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

DearR SENATOR: Throughout its long history of service to the cotton trade, the 
New Orleans Cotton Exchange has always been mindful of the welfare of the 
producer. Believing that a renewal of the Reciprocal Trade Agreements Act 
would assist the cotton farmer particularly in disposing of his surplus, the 
exchange, on October 9, 1957, adopted the enclosed preamble and resolutions, 
for which we now bespeak your favorable consideration. 

H. R. 12591, authorizing the President to renew these agreements is now be- 
fore the Senate Finance Committee. We are convinced that a renewal of these 
agreements will greatly benefit the producers of cotton and assist materially 
in solving the present cotton problem. 

We therefore earnestly urge that H. R. 12591 be reported without amendment, 
and sincerely request your strong endeavors to prevent crippling amendments 
on the Senate floor. 

Thanking you in advance for your kind cooperation, I am, 

Sincerely yours, 
Wma. J. Lopwick, President. 


Copy OF PREAMBLE AND RESOLUTIONS ADOPTED BY THE BOARD OF DIRECTORS OF THE 
NEW ORLEANS CoTTon EXCHANGE OCTOBER 9, 1957 


Whereas the reciprocal trade agreements program, inaugurated in 1934, has 
been successful in promoting international trade throughout the world and has 
resulted in progress and prosperity in our own and all friendly foreign nations: 
and 

Whereas cotton is a surplus commodity and for many years has been an 
important part of trade between the United States and foreign nations; and 

Whereas in order that the purchasers of American cotton in foreign countries 
may be able to buy our cotton surplus, it is necessary for the citizens of these 
countries to be able to sell their products to the people of the United States; 
and 

Whereas this board is of opinion that the reciprocal trade agreements pro- 
gram is therefore of great benefit to the cotton producers of the United States 
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and should be renewed beyond its present expiration date, namely, June 50, 
1958: Be it 

Resolved, That the board of directors of the New Orleans Cotton Exchange 
respectfully request that Congress approve the renewal of this program for a 
substantial period by or before its expiration date; 

Resolved further, That a copy of this preamble and resolutions be seut to 
the Senators and Representatives in Congress from Louisiana with an earnest 
request for their cooperation. 


TESTIMONY ON BEHALF OF CATERPILLAR TRACTOR CO. TO THE FINANCE COMMIT- 
TEE OF THE UNITED STATES SENATE ON THE RECIPROCAL TRADE AGREEMENTS 
PROGRAM 


The facts and opinions which we shall offer will, we believe, clearly indicate 
why it is to the particular interest of Caterpillar Tractor Co. and its people to 
favor freer international trade—more imports as a means to more exports. It 
is not, however, sufficient to appraise a matter of such importance only in the 
narrow context of the well-being of one company plus all who in one way or 
another are favorably affected by its operations. The major consideration must 
be the welfare and security of the United States asa whole. Insofar as it relates 
to the affairs of Caterpillar, our presentation should, accordingly, be regarded 
as more in the nature of a case study than an appeal for direct help by one 
concern. The facts we cite are believed to be of general application to many 
other concerns and industries. 

In its years of formation, Caterpillar had 2 small plants and employed 2,500 
people. Today the Caterpillar organization, which encompasses the United 
States parent and 9 wholly owned subsidiaries, has 7 domestic plants, located 
at Peoria, Joliet, and Decatur, Ill.; Davenport, Iowa; Milwaukee, Wis.; San 
Leandro, Calif.; and York, Pa. Two more plants are under construction, one 
near Peoria and the other at Aurora, Ill. Four major parts warehouses and 
10 emergency parts depots are strategically located throughout the United States. 
Five other plants are located in Australia, Brazil, and Great Britain. A small 
subsidiary operates an emergency parts depot in Canada. 

At the peak of business in 1957 employment in the entire organization reached 
a total of 41,500, of which 38,700 were engaged within the United States. Now, 
in June 1958, this domestic employment has shrunk by 13,800, of which 12,900 
were laid off because of decline in business (the balance being attributable to 
normal attrition ). 

Worldwide sales have ranged from a low of $13 million in 1932 to a high of 
$686 million in 1956. In 1957 they were $650 million. For the present purpose 
however, the more significant aspect of this growth is the extent to which it has 
been derived from increasing foreign business. In 1956 sales to foreign coun- 
tries were 37 percent of the total. For 1957 the percentage climbed to nearly 
42 percent, and in the last quarter of that year, when a rapid business decline 
had set in, foreign business exceeded 50 percent of the total. Whereas domestic 
United States sales fell 13 percent for 1957 as a whole, foreign business increased 
9 percent. 

Impressive as these figures may be, they do not tell the whole story. In the 
early part of 1957 our manufacturing capacity was inadequate to meet all 
demands, and machines were being rationed to dealers. Beyond that, dealers 
and customers in many foreign countries were, as they still are, unable even to 
place orders because of exchange controls and other forms of import limitations 
imposed by their own governments. The major cause of such restrictions is 
the lack of United States dollars in the hands of countries which need and want 
the products of American industry. Without such limitations and with a climate 
more favorable to international trade, the volume of our exports would certainly 
be substantially higher in amount and larger in proportion to our total business 
than it was in 1957. 

Now, what does this mean to Caterpillar—to those who are related to it as 
employees, dealers, customers, suppliers, shareholders—to our plant communi- 
ties—to the United States? 

Without its export business, Caterpillar would not need the valuable services 
of at least 40 percent of its people employed in the United States. At the peak 
of 1957, this would have meant about 15,500 people. Perhaps even more cur- 
rently important: had exports not held up better than domestic sales during the 
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latter part of 1957, we would have been obliged to lay off about 4,000 more people 
or to place more people on a 4-day week for a longer period of time. 

Using a 40 percent ratio as a rough approximation of that proportion of our 
United States production attributable to sales outside the United States, it may 
also be estimated that, without such business, our domestic payroll for 1957 would 
have been about $75 million less than it was. Without inclusion of the many 
supplementary benefits, this payroll totaled $189 million. 

The people we employ directly are, however, only a part of the total employ- 
ment created by the Caterpillar enterprise. In each of our plant locations the 
needs and purchasing power of our people call for all the usual services which 
go into the existence and support of a balanced social community. And our 
purchases of the goods and services of others are a source of major employment 
in the plants and plant areas of our 5,400 suppliers, most of which would be 
identified as ‘small business.” The magnitude of this extended effect is indi- 
cated only roughly by the volume of our noncapital domestic purchases which 
in 1957 totaled more than $350 million. Of this amount, for example, $67 mil- 
lion went to the purchase of 434,000 tons of steel in various forms. To the best 
of our information, this tonnage would require the employment of about 3,500 
people in the steel industry. If further examples were to be quoted for other 
commodities obtained from many smaller industries, the proportion to which 
some are dependent upon our business would be impressively great. 

Accordingly, while some of our suppliers—and many of their supporting indus- 
tries and services—may not themselves be exporters, we, in effect, are either di- 
rectly or indirectly exporters for them. And soit is with everything we consume 
in the processes of production, including the facilities for production. Were it 
not for our export business, we would not require that 40 percent of our pur- 
chased materials, supplies, and services. Neither would we or our suppliers need 
the additional productive capacity which we and they have been building in 
order to meet prospective long-term demands. 

All of this points to the fact that the jobs of millions of Americans are “pro- 
tected” not by tariffs designed to obstruct the inflow of foreign goods but by the 
ability of companies like ours to export. The old days of the walled fortress are 
gone forever. If we are to help our country by helping ourselves, we need more 
opportunity to export, not less. 

The record of our own company, and that reported for United States exporters 
as a whole, shows very substantial gain in foreign business in recent years, and 
we have mentioned how this had to be obtained in spite of a number of un- 
favorable factors. In more propitious circumstances most of us could have done 
better, meaning we could have used more United States materials, employed 
more American labor, made more sales, earned more profit, and paid more 
taxes. Now we are all facing further handicaps which will affect exports ad- 
versely for, at least, three reasons: 

(1) The current business downturn in the United States is having a related 
depressing effect upon the economies of a number of other countries ; 

(2) The need for imported raw materials and other goods has declined be- 
cause of reduced consumption within the United States ; and 

(83) The monetary amounts which are earned by foreign countries through 
their sales into this country have declined because of the compounding of the 
lower volume at the lower prices induced by the lessened demand. 

Now, deliberately to restrict imports beyond the unavoidably natural causes 
would not only harm friendly foreign countries, it would operate almost directly 
to increase the decline in United States exports. And within the United States, 
it would also lead to prices higher than would otherwise be the case. That, in 
fact, is usually the very basic purpose of “protection” from imports. As we 
think in matters of this kind, the test of validity of principle would certainly 
‘seem to lie in the effect upon the consumer—upon the great mass of all the 
people. Obviously, from the viewpoint of the consumer, lower prices are prefer- 
able to higher prices—and this is especially so in times like the present. 

When a tariff protects an industry by keeping out foreign competition, it may 
keep people at work in that industry. But at the same time, it prevents the 
foreign country from earning dollars and thereby prevents it from buying the 
product of some other American company. Just as many people are kept out 
of work elsewhere as are kept in work in the protected industry, and the net 
effect is no gain in national employment—merely a shift. But the unprotected 
who are injured are not readily identifiable—and are not always themselves 
directly aware of how much they are losing. Theirs is a case which calls for 
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an understanding Congress able to appraise the clamor of the few against the 
silence of the many. 

We realize that much of what we have said represents an oversimplification 
of a fairly complex matter, but the basic fact remains: If both United States 
exports and foreign investments are to be sustained and expanded, there must be 
more, not less, opportunity for foreign countries to sell whatever they may have 
to offer to the United States markets. The one and only sound way for any 
country to obtain dollars is the same outside as it is inside the United States: 
earn them in the process of creating wealth—by providing goods or services for 
which the American people will pay dollars. 

It is, accordingly, fitting that international trade be made a matter of national 
policy—aided by a system of law and order which places first importance upon 
the security of the United States. But total security is made up of many parts, 
and two of these at least must be considered only in a manner which recognizes 
their necessary mutuality: military security and economic security. The two 
are or should be made complementary, and it is sometimes difficult to distinguish 
between them. They must be consistently coordinated if action on the one is not 
to impair or defeat action on the other. 

Thus, we understand it to be the policy and purpose of the United States 
to wage peace with all of the means available. Among these are the various 
activities carried out under the mutual security program: direct military aid, 
defense support, technical and economic assistance, and others. Accordingly, if 
we, on the one hand, find it appropraite to extend this kind of aid to any coun- 
try—building it up so that it may be stronger as an ally or as a customer—there 
would seem to be little point, on the other hand, of tearing it down under a 
weakening of the reciprocal trade program. 

We also understand that, in one way or another, several friendly foreign 
countries were induced to start or to increase production of certain metals or 
other commodities when these were needed for our national security, purposes. 
For the moment that need has passed. But is that really a good or honorable 
reason Why we should now turn on our friends and add to their already growing 
balance-of-payments difficulties by imposing the additional handicap of higher 
traiffs, lower quotas, or some other form of restraint upon their opportunities 
to help themselves? 

And won’t we need these sources again? Of course we will. But will we be 
able to regain access? That remains to be seen. Other countries are not going 
to stand still just because we are having a recession. If they cannot sell to us, 
they will sell elsewhere. And if they cannot sell to friendly countries, they will 
sell wherever they can. The Soviet Union is waiting for just such opportunities— 
has said so—and is grasping at them wherever they occur. It seeks to wage its 
fight for power through every means available and is fully cognizant of the role 
which international trade can play in world affairs—in alliances and in enmities— 
in war and in peace. And the Sino-Soviet bloc does not ply its trade on the basis 
of the principles of western private enterprise. It has larger immediate objec- 
tives than the pursuit of profit or the creation of capital. Under the Soviet sys- 
tem, money has a different significance than it does in the free world. Trade 
loans are being offered at a 2-percent interest rate, terms of repayment are ex- 
tended beyond what we would consider normal prudent practice ; and where mere 
money interferes, barter is an acceptable way of accomplishing desired ends. 
The less-developed countries with disposable surpluses are certainly going to have 
difficulty resisting Soviet offers to exchange these for wanted goods. 

This is all part of a declared and mounting Soviet offensive to beat us, not with 
intercontinental missiles but with intercontinental trade. Soviet technology and 
industrialization have been advancing more than has been generally realized. 
Now the weapons of trade and aid are being brought up to the front. And we 
are losing ground—right now. If the outcome of congressional action is not hard 
practice more compatible with our ideological talk about international security 
and freer trade, we stand to lose even more heavily in many ways. 

The Soviet Union and its satellites are not, however, the only threat. If we 
curtail the ability of foreign countries to buy from us, they will turn to other 
countries for their requirements. Britain, Germany, Italy, and Japan are friendly 
to us, but that is not going to stop them from being effective competitors for our 
business in third-party markets. The seriousness of this kind of threat can 
perhaps be understood only by those who know what it means to lose a market 
and then try to recapture. It is at best a long, hard struggle. Sometimes it 
cannot be done at all. 
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Surely it is clear that our defense, diplomatic, and trade policies must all be 
unified into one cohesive, consistent policy under which all actions are coordinated 
together for the solid achievement of one goal. 

Because we, of Caterpillar, hold these opinions on the subject of international 
trade, we subscribe to the general principles underlying the trade-agreements 
program. With more specific regard to the bill now being offered under the 
President’s sponsorship, we would favor, as proposed, extension of the Trade 
Agreements Act for a period of not less than 5 years. 

We believe that the length of the period of extension should be governed by 
the practicalities of the situation—not, as some have claimed, by the term of any 
particular Congress. In long-range business planning, 5 years is a relatively 
short period on which to base elaborate plans involving investment, the develop- 
ment of markets, and all the related activities. In matters of this kind every 
possible‘effort should be made to provide a reasonable degree of continuity and 
stability. A period of less than 5 years could actually be very harmful. 

At the present time, however, there is an additional special reason why 5 years 
should be regarded as a very minimum period of extension: the coming into 
being of the European Economic Community—the so-called Common Market— 
and the prospective creation of a related free-trade area. Particulars of that 
development, and its significance, are undoubtedly well known to the members of 
the committee and need not be recited here. Suffice it to say that those who rep- 
resent the United States are going to have to have plenty of time during the im- 
portant formative years if they are to negotiate as best they may to preserve for 
American industry a worthwhile place in the great new integrated market which 
will arise in Europe. These next 5 years may set the pattern for the next 
century. 

We would also favor the proposed expansion of the negotiating authority of the 
President. To negotiate without adequate limits of freedom is to wrestle with 
tied hands; and in the period ahead, those who will conduct the negotiations 
are going to need all the flexibility as well as all the time which they can reason- 
ably be granted. 

This is true not only for all the usual reasons which have justified the 
reciprocal trade program and for the new special reasons attributable to the 
coming of the European Common Market. There is still another reason of 
increasingly serious significance: the great wave of national industrial develop- 
ment which is sweeping the world. Country after country is attempting to raise 
itself up to a higher standard of living—seeking its own self-determined salva- 
tion, working to find more means whereby more people can have more choices 
on what to do with their lives. Someone has aptly called it the revolution of 
rising expectations—a revolt against poverty and hunger, and, often, disease 
and squalor. One of the greatest means being employed for the achievement of 
goals is the creation of new industry. The evidence is to be found in all direc- 
tions. And, where new industry is created, it is frequently done only on the 
agreed condition of, or on the proffered inducement of, protection against imports 
from other countries—including ours. 

Apart from the voluntary decision of foreign governments, the best available 
means of minimizing hardships from such practices will usually be through 
negotiation on a reciprocal basis. The Trade Agreements Extension Act of 1958 
will establish the limits of our international bargaining power. This is our 
timely opportunity to liberalize that power—to give it the greater range and 
flexibility needed in today’s rapidly changing world. This is a time to strengthen 
our position in collective international bargaining—not a time to weaken it. 
And we cannot strengthen the United States by weakening the power and author- 
ity of those who are to act, on our behalf, to protect and foster the total best 
interest of our country. 

On the other hand, we would not favor the proposed change in the base from 
which rates of duty could, for purposes of action under the so-called escape 
clause, be increased by as much as 50 percent over those prevailing on July 1, 
1934. The present base, being the rates in effect on January 1, 1945—:more than 
13 years ago—would seem to have been and still be reasonably adequate for 
substantially all important purposes. Reversion to the higher rates in effect 
on July 1, 1934, would be a step backward—wiping out more than a decade of 
gains following introduction of the trade agreements program in 1934, 
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We would favor the President’s proposal for faster action to provide relief 
after proper investigation has disclosed “peril point” justification as provided 
under thelaw. Provided it be sure, justice should be fast. 

In this latter connection we would, however, point out that the very existence 
of concepts such as “peril points” and “escape clauses’ operates to inhibit or 
deter foreign business from attempting to enter the American market. In effect, 
these provisions place a limit upon the foreigner’s enterprise, for if he should 
succeed in competing effectively with domestic products—to the point where the 
domestic producer has grounds for protective relief—then he may expect to have 
his success curtailed by an upward revision of the applicable import duties. e. z.. 
Swiss watches, British bicycles. 

We recognize, of course, that imports may and do operate to curtail domestic 
production in certain industries and localities. It is not, however, unusual for 
action taken in the greater national interest to produce hardship on individuals 
or business concerns. The most obvious illustrations of this occur in time of 
national emergency, and we now seem to be obliged to live in a permanent state 
of cold-war emergency. Business is not as usual. The times have changed, 
and we all must make the necessary adaptations required for survival and success 
under conditions as they are—not as we would like them to be. 

The world is no longer as it was 3 years ago; and it will never be the same 
again. Our country then needed and was given extension of the Trade Agree- 
ments Act. Today, the need is far greater—in fact, it is imperative; and the 
existence of a temporary downturn in our economy must not be allowed to obscure 
that vital fact. Anything less than a wholly effective extension of the reciprocal 
trade program would be to play into the hands of our enemies—to the detriment 
of ourselves and our friends. 

This is much more than a dispute between freetraders and protectionists. It 
is not a case of one vested interest against another; or of Democrat versus 
Republican. Nor is it a matter of watches, bicycles, cheese or clothespins, 
oil, lead or zinc, or tractors. It transcends all these and ranks with military 
preparedness in this day of the intercontinental ballistic missile. We must 
complement the weapons of war with the weapons of peace—and the greatest 
of these is international trade honorably conducted among free peoples. 
Respectfully submitted. 

WILLIAM BLACKIE, 
Executive Vice President. 
Prorta, Itu., June 19, 1958. 


STATEMENT oF H. Harvey PIKE, PRESIDENT or H, H. Pike & Co., INc., 
New York, N. Y. 





My name is H. Harvey Pike. I am an American citizen, president of H. H. 
Pike & Co., Inc., a New York corporation, founded by my father in 1890. I 
joined the company in 1911, since which time except for 2 years in the Army 
I have been continuously identified with the field of foreign commerce. 

I would like to urge upon you the desirability of a renewal of the Reciprocal 
Trade Agreements Act expiring on June 30 and a strengthening of that piece 
of legislation. It is of the greatest importance that as the leading exponent of 
a free economy the United States have a consistent and helpful policy toward 
trade among the free nations of the world. 

As a great creditor country, it is difficult to understand the wisdom of any 
policy which tends to restrict the ability of our debtors to pay us and settle their 
unfavorable dollar balances. 

When there are hardship cases of foreign competition in some particular 
industry, it may be desirable to help those in that industry. This might be done 
in some other way than trade barriers. Surely, however, it is not to the interest 
of the country as a whole to injure our world leadership to help some relatively 
small segment of our economy. 

I strongly urge your favorable consideration of the administration’s proposals 
for the extension of the Reciprocal Trade Agreements Act, and for a period of 
not less than 5 years. It is good business for the United States of America. 
It is necessary for our standing and leadership abroad. 


JUNE 23, 1958. 








~~ 
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STATEMENT REGARDING THE TRADE AGREEMENTS PROGRAM BY WILLIAM 8S. SWINGLE, 
PRESIDENT, NATIONAL FOREIGN TRADE CounciL, Inc., New York, N. Y. 


The National Foreign Trade Council believes that a large and expanding vol- 
ume of international trade provides an effective and major contribution to the 
building up of that economic strength necessary for our continued security and 
freedom. 

The United States today is more dependent than ever upon the maintenance of 
a high and rising level of international trade. This dependence on international 
trade has become intensified since inauguration of the trade agreements program 
in 1934, as our population and our economy have expanded. Now and in the 
future we must increasingly rely on exports, and reciprocally on expanded im- 
ports especially of strategic and other raw materials, if we are to have a pros- 
perous and balanced agricultural and industrial economy. 

Exports are of vital importance for a prosperous America. They provide 
broader outlets for American agricultural and industrial products. As our 
economy expands, we will need to expand foreign markets. For many com- 
modities and products, exports today comprise a highly important part of total 
output, ranging up to 25 percent in many instances and to 50 percent and beyond 
in others. To many American producers, exports are not merely important, they 
are indispensable. And the time will come when exports will be as vital to our 
economy as a whole as they are now to many producers. 

The present excess in exports may well be a temporary and passing phenome- 
non. As other industrial nations improve their production and distribution tech- 
niques, and as the European Coal and Steel Community and Common Market 
and similar arrangements become more and more effective, American exports 
will become increasingly vulnerable to more intensive competition occasioned by 
improvements in foreign product, price, and availability—the tripod upon which 
all suecessful marketing depends. We should, then, look to the long run as well 
as the short run, and be prepared to meet increased competition to our exports. 

As regards imports, the United States today depends on foreign sources for a 
large part of the strategic and other raw-material supplies necessary to meet 
the needs of a high-level peacetime economy and the requirements of national 
defense. In the case of many such commodities, United States production ac- 
counts for only a small proportion of requirements. Furthermore, our own re- 
sources of some of the most essential raw materials are rapidly being depleted. 
There are other products for which we are entirely dependent upon foreign 
sources. In addition, this country obtains from abroad a substantial volume of 
semimanufactures and finished products required by the American economy. 

Today, more than 414 million American families gain their living in activities 
directly concerned with export and import trade. There is scarcely an individ- 
ual in the country who is not dependent in some degree upon our international 
commercial activities. All regions and all segments of our economy have a 
stake in the exportation and importation of goods and services. 

A large volume of international trade enlarges opportunities for the less devel- 
oped countries to sell increased quantities of the raw materials, foodstuffs, and 
other goods which they can currently produce. It thus makes it possible for 
these countries to obtain from the industrially more advanced nations the capital 
goods and other preducts needed to further develop their economies, raise living 
standards, and achieve the diversification essential to economic stability and 
growing prosperity. International trade is a proven means for the fulfillment of 
the aspirations of free peoples for economic and social advancement and so 
contributes to the peace and security of all the free world, including the United 
States. 

It would be extremely unfortunate for the United States to discontinue a 
program for expanded international trade relations which means so much, both 
to the industrially advanced and less developed nations of the free world—a 
program in which this country has played such an active and leading part for 
nearly a quarter of a century. 

The National Foreign Trade Council considers the United States trade-agree- 
ments program the best mechanism, thus far devised, for maintaining a high 
and rising level of international trade and for preservation and enhancement 
of the world trading relationships required for our expanding prosperity. 

The council urges the enactment of legislation to carry forward the trade- 
agreements program. It recommends that the extension be for a duration 
sufficient to stimulate confidence in the stability of our foreign-trade policy. 
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If the United States is to maintain a vigorous and thriving economy and if 
it is to fulfill its responsibilities in helping to strengthen and preserve the 
freedom and security of this country and other free nations, we must remain 
strong. There should, therefore, be continued authority under the trade-agree- 
ments program to safeguard vital interests of American producers. 

The council believes that failure of the United States to support the trade- 
agreements program at this time would have a bad psychological effect and 
would be a serious blow to world confidence and to the trade relationships 
between free nations upon which rests to a very great extent the ability of 
free peoples to advance their well-being and, at the same time, remain free. 


RESOLUTION TO CONGRESSIONAL REPRESENTATIVES OF WORLD 


DENVER, DENVER, COLO. 





TRADE CLUB OF 


The members of the World Trade Club of Denver have approved a resolution 
favoring the passage of the Trade Agreements Act of 1958, H. R. 10368, as 
recommended by the Administration. 

The World Trade Club of Denver, which was founded in 1941, has a member- 
ship of 154 representatives of Denver exporters, importers, and service indus- 
tries. During the past several years the importance of world trade to the 
Denver area has grown substantially and now is responsible for the employ- 
ment of an estimated 4,500 people, and a dollar volume of business in excess 
of $50 million a year in exports alone. 

Some of the reasons our world-trade group favor this program are as follows: 

(1) We are convinced that we cannot expect to export goods and services in 
the volume we have in the past unless we as a Nation are willing to import 
foreign goods. In the event duties are increased on either exports or imports, 
it will tend to reduce two-day trade. We are convinced that the industries we 
represent are in favor of low tariff on imports to the United States and, in 
turn, low tariffs by other countries on Our exports abroad. We are further 
convinced that this can only be accomplished through an extension of the trade- 
agreements program. 

(2) A 5-year extension of the reciprocal trade program would be of material 
assistance to those who negotiate for the United States in the conferences of 
GATT and should aid them in securing more liberal treatment for our exports. 

(3) When the European Economic Community is in full operation, our GATT 
negotiators will need all the assistance available to them in maintaining our 
position in this new common market. The reciprocal trade agreement program 
will provide them with an important tool in accomplishing this task. It is 
estimated that over 414 million people throughout the United States depend 
on world trade for a livelihood. An important number of these people are 
located in the Denver area where some unemployment would result should our 
world trade volume decrease. Rather, we are in favor of increasing world 
trade and its resultant employment, both locally and throughout the United 
States. 

(4) It seems quite obvious to us that Russia’s announced intentions to pene- 
trate world markets and economies make the current extension of the act im- 
perative. We should make it clear to our friends that we intend to continue 
trading with them, and to buy from them as well as to sell. 

It is our recommendation that the Trade Agreements Act, H. R. 10368, be 
approved with the following provisions : 

(1) An extension of the act for a minimum of 5 years. 

(2) That there be no crippling amendments which would limit the freedom 
of the administration to negotiate trade agreements and to accept or reject 
Tariff Commission findings after appeals to it have been properly investigated. 

(3) That quota restrictions be eliminated except in cases where the peril 
point has been reached and serious injury threatens an industry. Should im- 
port restrictions be approved by the Tariff Commission and administration, it 
is our recommendation that they be removed at the earliest practicable date. 

(4) That crippling amendments not part of the previous act be eliminated. 


Resecoa F. Sasrn, President. 
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FOREIGN TRADERS ASSOCIATION OF PHILADELPHIA, INC., 
Philadelphia, Pa., June 25, 1958. 
Hon. Harry F'Loop Byrp, 
Chairman Finance Committee, 
United States Senate, Washington, D.C. 


My Dear Senator Byrp: As your committee continues consideration of the 
Trade Agreements Act (H. R. 12591), our association requests the privilege 
of informing you of its stand on this legislation. 


OUR MEMBERSHIP 


Istablished in 1931, our association now comprises 254 firms with 439 individ- 
ual members. They extend from New York to Wilmington, Del. ; and from Read- 
ing, Pa., to Camden, N. J. They are engaged in exporting, importing, and allied 
service activities such as banking, shipping, transportation, forwarding, adver- 
tising, publications, credit work, ete. 


OUR RECORD ON RECIPROCAL TRADE AGREEMENTS 


Ever since the establishment of the RTA program in 1934, our association 
has consisently supported it. 


WHY DO WE SUPPORT RTA? 


You might say that we are self-seeking, in that the business of our members 
benefits from the RTA. If we admit such a charge, are we any different from 
those who seek personal privilege of protection for a specific line of production? 

But our reasons go much further. We are a regional group; not an individual 
industry. Sure, some of our members dislike effective foreign competition in 
their respective lines of production. But the association went on record at a 
regular meeting held on November 20, 1957, in support of President Eisenhower's 
world trade policies. 

Our exporting members know only too well that obstacles to the exportation 
of their products are not infrequently in retaliation for obstacles imposed in the 
United States to imports of the products of other countries. 

Retaliation hurts every country that becomes involved in the act. 


IMPORTS EXCEED EXPORTS IN THE PHILADELPHIA METROPOLITAN AREA 


This area is essentially an importing center—petroleum, ores, sugar, wood- 
pulp, etc. Industries in our area presently depend upon imported raw materials 
for economical operation. 

Economical operation of industries nurtured by imported raw materials pro- 
vides jobs and payrolls. 

We appreciate that you have a difficult choice to make. In the name of com- 
monsense, what justification exists for keeping a high-cost, noncompetitive in- 
dustry going at the expense of a low-cost, successfully competitive industry? It 
would be grand if we could have both, but the choice must be made between 
them. 

Your consideration of these views is requested. 

Respectfully, 
RoLtanpD L. KRAMER, 
Executive Secretary. 





RESOLUTION OF THE BriscuIT & CRACKER MANUFACTURERS ASSOCIATION ON THE 
RECIPROCAL TRADE AGREEMENTS ACT EXTENSION, SUBMITTED BY JOSEPH M. CREED, 
COUNSEL, CHICAGO, ILL. 


Whereas foreign trade is vital and necessary to the economy of the United 
States ; and 

Whereas the encouragement of expanded foreign trade should be a fundamental 
policy of our Government ; and 

Wheras commerce among nations is most successfully achieved where trade 
barriers are kept at a minimum ; and 
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Whereas it is desirable that the executive department of our Government have 
adequate authority to negotiate reciprocal trade agreements with other nations: 
Now, therefore, be it 

Resolved, That the Biscuit & Cracker Manufacturers Association support the 
renewal and extension of the Reciprocal Trade Agreements Act for 5 years with 
ample authority vested in the President to lower tariffs on a gradual and selective 
basis in return for trade benefits from other countries, and further that such 
legislation provide for prompt and effective consideration of serious injury 
cases ; be it further 

Resolwed, That these views be communicated to the proper congressional com- 
mittees signifying our endorsement of this program. 
Approved May 14, 1958. 


DALZELL TOWING Co., INC., AGENT, 
New York, N. Y., June 24, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Cammittee, 
Washington, D.C. 

My Dear SENATOR: I am enclosing herewith several copies of a statement I 
made before the House Ways and Means Committee in reference to the Trade 
Agreements Extension Act, H. R. 12591, with the request that this statement be 
filed with your Senate Finance Committee. 

I am, of course, primarily concerned with having this legislation passed, in the 
first instance, but, also, deeply concerned about the 5-year extension provision. 

Indeed, my experience in foreign trade convinces me that the 5-year extension 
is most necessary. 

Very truly yours, 
Lioyp H. DALZELL. 


Mr. DALZELL. I am grateful for the opportunity to appear before you gentlemen 
in support of the Trade Agreements Act extension. 

As I have said, I am chairman of the board of Dalzell Towing Co. of New York, 
a business enterprise begun in 1851 by my great-grandfather, which was then 
and is now primarily engaged in assisting ships of all sizes and all flags in and 
out of New York, the world’s major port. 

I am also a director and the secretary of the Maritime Association of the Port 
of New York, a member of the board of commissioners of pilots of New York, and 
a member of the shipping and harbors committee of the New York Chamber of 
Commerce. 

So much for my obvious self-interest in the legislation before you. 

However, I hope my interest is broader than mere selfishness. I recently had 
the honor to serve as national president of the Young Presidents’ Organization. 
This group of one thousand two hundred-odd men who became presidents of their 
company before they were 40, today control annual gross business activities 
totaling over $8 billion. They employ in the neighborhood of 500,000 people. 
They come from every one of the 48 States and the Territories. 

With this personal background before you, let me say that I am here to urge 
you in your wisdom to extend the Trade Agreements Act for at least a minimum 
of 5 years, and to urge that you provide the tariff-reducing authority to be cer- 
tainly not less than the 25 percent proposed. Of course, I would further like to 
urge that you place the absolute minimum of restrictive authority in the legisla- 
tion, restrictions, that is, which are designed to weaken the liberal trade policy 
that I hope this will represent. 

As a New York businessman, I am, of course, vitally interested in the tremen- 
dous volume of foreign trade moving through my port in both directions, trade 
which amounted to over $9 billion in 1957. I can only guess as to the number 
of people in the United States who depend on this volume of freight traffic for 
their livelihood, but it is certainly millions. 

We in the port of New York district carefully estimate that there are 13 
million people living and working here. The importance of trade is emphasized 
by the fact that 1 out of every 4 of these people gain their livelihood directly 
or indirectly from the port’s activities. I know that more than 12,000 ships 
entered and left New York in 1957. Add to this the number of ships that clear 
the ports of New Orleans, Norfolk, Baltimore, Philadelphia, and Boston, and add 
the number of people involved and you will begin to have a slight idea of the 
impact of foreign trade on one group of American citizens. 
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It is, of course, even more than that; 50 percent of our imports are duty free 
and many are absolutely essential to our economy as we know it. On the export 
side, many industries, including agriculture, send over 20 percent of their produc- 
tion to foreign markets. Loss or contraction of these markets is instantly re- 
flected in production slowup and unemployment, with consequences reaching 
far beyond the industries immediately concerned. 

In recent months our exports have declined from the high levels of 1957. 
We have felt the effect in the New York area, and I am sure it is one of the factors 
contributing to the general business downturn throughout the country. I won- 
der how much of this decline is due simply to uncertainty on the part of other 
countries about the future course of United States trade policy? 

Surely foreign buyers will be cautious until it becomes clearer whether the 
United States will continue its long-term program of gradual and reciprocal 
reduction of tariff and other trade barriers, or whether it will reverse the process 
and make exports to the United States more difficult. 

This attitude would be only prudent. The difference is obviously the difference 
between a high-level and expanding international trade and a low-level and 
limited trade. 

It seems to me that this committee could give our present economy no better 
shot in the arm, and, may I add, at less cost to all of us, than to pass this legisla- 
tion in unamended form. I think the confidence this action would instill in our 
foreign customers would have an almost immediate effect on our export orders, 
which \ ould be reflected, in turn, throughout our economy. 

History teaches me that we made a mistake in 1930 when, in the midst of a 
growing depression, we adopted the highest tariff schedule ever. Certainly it is 
true that immediately after that, retaliatory action was taken against us by 
other countries and we had a most serious decline in foreign trade, increasing 
greatly the problem of recovery. In fact, I would think that, since the bottom 
of the depression was not reached until 1932, this decline in trade deepened and 
widened its effect and probably helped spread it abroad, too. 

Now I am certainly not suggesting that the economie situation today is even 
remotely comparable to 1930, but I do suggest that it would be shortsighted 
for us to widen and deepen the current decline in our foreign trade if, by passing 
this legislation, we can in fact give it impetus. 

Now, entirely aside from the economic effect on the country, many witnesses 
infinitely more expert than I have already testified before the committee, I am 
sure, as to the grave effects such a failure will have on our foreign policy and on 
our security policy. We are all aware of Mr. Khrushchev’s ominous statement of 
a few months ago—we heard it a little while ago—“We declare war on you in the 
peaceful field of trade.” 

But are we aware of the extent to which many countries of the world are 
dependent upon trade with us and with each other? If foreign trade comprises 
7 percent of our gross national product, do we realize that for countries like 
France, Germany, and the United Kingdom, it is 3 or 4 times as great; that for 
the Nether'ands, Belgium, Switzerland, it is 5 to 9 times? In the case of many 
of the underdeveloped countries, exports and imports are a larger segment 
of the economy than internal trade. 

For these countries foreign trade is not only important but absolutely indis- 
pensable, and the major task for government and business in those countries is 
to insure that sources and markets for their foreign trade continue to be avail- 
able. Moreover, these sources and markets must be exp2nding if the economic 
development their populations demand is to become reality. Look at the tre- 
mendous effort Israel is making to become a major trading nation. 

The Russians are everywhere offering long-term contracts, capital financing, 
technical assistance. If, through expanding multilateral trade with the West, 
made possible by gradual reduction of trade barriers, and by a consistent, 
liberal trade policy, particularly by the United States, these countries can be 
confident their goals can be achieved in reasonable time, we then can believe that 
Khrushchev will fail. On the other hand, without this action of the United States 
we would face the serious danger that many of these countries would feel it 
politically and economically necessary to entertain the Russian propositions. 

About three-quarters of the world is at stake, to one degree or another. It is 
the world of our friends, of our military allies, of the political neutrals. 
We need them all for our economic health and for our security, and it would seem 
unthinkable that we would knowingly adopt any policy which would force them 
into the arms of our antagonists. Yet, to turn back the block in our trade legis- 
lation may well have that effect, whether or not we intended it. 


504 TRADE AGREEMENTS ACT EXTENSION 


During my tenure as president of the Young President’s Organization I not 
only traveled to all of our States but also traveled extensively abroad, meeting 
our businessmen and Government counterparts in the European business com- 
munities of the West. I mention this in the hope that the remarks I have made 
will perhaps carry a little more weight with you gentlemen, being based on at 
least some actual personal experience. 

In any event, it is my deep conviction, then, that renewal of the Trade Agree- 
ments Act for a reasonably long period of time—certainly not less than 5 years— 
with a grant of authority to reduce tariffs by at least 25 percent, as provided in 
the bill before you, is essential to the welfare of the United States. There is no 
substitute which can fill the gap if this legislation is allowed to lapse. 

Thank you, Mr. Mills. 

The CHAIRMAN. Are there any questions of Mr. Dalzell? 

Mr. Dailzell, we thank you, sir, for coming to the committee and giving us the 
benefit of your views. Thank you, sir, very much. 

Mr. DauzetL. Thank you, sir. 


AMSTERDAM TRADING CORP., 
New York, N. Y., June 26, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Mr. Byrp: With reference to the hearings being held at this time on the 
Trade Agreements Extension Act of 1958, H. R. 12591, our organization, which is 
devoted entirely to international trade, would like to affirm its wholehearted 
support of the 5-year extension of the above act. 

Our company, with its office staff in many cities of the United States, sales 
agents, customs brokers, truckers, and a farflung clientele which extends to all 
parts of the Atlantic and gulf coasts, as well as the Midwest, is only a relatively 
small part of the more than 4% million Americans whose livelihood is dependent 
upon foreign trade. 

At this crucial stage in our political and economic condition, we feel that it is 
most essential that we try to maintain and increase the interchange of raw mate- 
rials and manufactured products between our country and those of foreign lands. 
Only by enabling our friends abroad to ship us the goods we want and in many 
cases need for our existence, can we expect to open up our trade to those areas 
which can become a tremendous market for merchandise produced by the 
American workers. 

If this attempt to expand our international trade is defeated by shortsighted 
restrictive duties, the only result will be self-defeating in the long run, and 
harmful to all nations of the free world. 

We therefore urge the extension of the Trade Agreements Act as a step which 
is of such importance at this time to the general welfare of the United States. 


Respectfully yours, 
JAcK A, VEERMAN. 


STATEMENT OF CosMo S, ANTISTA, Export TRAFFIC MANAGER, CONSOLIDATED 
Foops Corp., INTERNATIONAL DIVISION, SAN FRANCISCO, CALIF. 


As soon as there is an economic dip or a recession, Americans become alarmed 
because they envision an economic upheaval. They never stop to think that such 
alarm contributed greatly to the panic of 1929, which resulted in a major depres- 
sion. Instead of keeping the situation from getting worse some manufacturers 
and producers immediately clamor for restrictions and high tariffs against for- 
eign competitive imports. Whether their action is motivated by sheer ignorance 
or selfishness, they are disrupting world economics and contradicting our Ameri- 
can free enterprise and fair play system. 

Americans should be enlightened on these matters and should be made aware 
that they all play a part in world economy and therefore greatly depend on 
international trade. 

Our economy has grown tremendously in the last decade, and a major part of 
this growth is attributed to our international trade. In 1957 our exports and 
imports reached the highest in our history, our exports approximated $20 billion 
and our imports $13.5 billion. From all indications 1958 will also be a record 
year. Today 5 million Americans are dependent on foreign trade for their 
livelihood. These figures are not to be taken lightly, nor are they to be over- 
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looked as far as our economy is concerned. The fate of $33.5 million and 5 
million Americans is being jeopardized. 

Protectionist forces are bringing pressure on Congress with the intention of 
blocking the extension of the Reciprocal Trade Agreements Act or amending 
it beyond recognition to a point where it will be meaningless. The renewal of 
the Reciprocal Trade Agreements Act in June is essential not only to our na- 
tional progress, welfare and security, but to the development of the free world. 
Through the act’s escape clause the President is authorized to raise or lower the 
rates when the situation warrants it—when industries prove they are being 
injured. 

National income is more important than the comparatively few industries 
that clamor for restrictions. If the national economy goes down as a result 
of retaliatory measures from foreign countries, what will happen to those same 
industries? To whom will they sell their products? Not to our unemployed. 
The high tariff lobbyists ignore the fact that, if it were not for our Reciprocal 
Trade Agreements Act, our surplus products would remain in our warehouses 
instead of being exported abroad. It must be borne in mind that every dollar 
spent on imports must return to the United States in payment for new purchases 
of American goods. By stopping the dollar from going outside the country the 
sale of American products will be halted. By blocking the sale of American 
products the production is cut. When this happens the national economy will 
suffer. This means economic troubles for every American. 

Reciprocal trade means agreement to trade among free nations of the world. 
Restrictions and high tariffs mean retaliations from the nations of the world. 
Since our high standard of living depends on imports of many essential mate- 
rials, it is imperative that we renew our Reciprocal Trade Agreements Act for 
an additional 5-year period with the hope that someday the request for an 
extension will not be necessary. 


[Written for World Trade Week, May 18 to 24, 1958] 
PEACE THROUGH WORLD TRADE 


By Cosmo §. Antista, Export Traffic Manager, Consolidated Foods Corp., 
International Division 


World trade and world peace go hand in hand. Interchange of goods begets 
interchange of ideas, which in turn begets understanding. Through understand- 
ing comes peace. 

In order to preserve our civilization it is essential to carry on a healthy inter- 
national trade. No nation is sufficient unto itself, not even our own. Smugness 
and self-sufficiency should have gone out with the horse and buggy. An unselfish 
approach to the cause of peace for the world requires a lively exchange of goods 
and ideas, which will raise the standard of living for the entire family of nations 
and bring about a stable economy and peaceful existence for the whole world. 

There cannot be economic stability and peace until the world at large fully 
understands the meaning of international trade—freedom to buy and sell every- 
where on the globe. 

What can be done to accomplish economic stability and peace? There must 
be cooperation between consumers and producers both here and abroad. A con- 
sumer naturally follows the pattern of buying where he can get most for his 
money. He purchases a commodity first if it meets his desire, second if it can 
be used, and third if it meets his income. Normally, if these three points are 
met, he will purchase the commodity not primarily because it is imported, but 
because he likes it, he can use it, and he can afford it. This is simple economics. 
To quote Adam Smith, the great 18th century economist: “In every country it 
always is the interest of the great body of people to buy whatever they want of 
those who sell it cheapest.” According to his fundamental basic principle, the 
consumer is generally doing his share in maintaining economic stability. 

The American producer must be farsighted enough to see that he stances more 
to lose than to gain if he puts up opposition to foreign competition. If imports 
are restricted, our exports will suffer and in turn unemployment will result. 
Some businessmen are so blinded by the immediate profits that they disregard 
sound international economics. If manufacturers, farmers, and laborers form 
blocs to influence Congress to raise tariffs, it is natural that the governments of 
foreign producers will retaliate by similar measures. At this point economic 
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warfare begins. The protectionist manufacturers should, before they clamor for 
protection from foreign competition, consider that the Nation is apt to be hurt 
if imports are restricted. 

It is true that some industries may feel the impact of certain imports. But 
is fair competition from abroad different from domestic competition? If we 
Americans believe in a free enterprise system for ourselves, we should believe 
in it for other people as well. Mutual trust must be created to bring about 
peace and stability to every nation. 

Two-way trade means the preservation of our high standard of living and the 
expansion of it to other countries. We can isolate ourselves if we want to do 
without the telephone, radio, television, coffee, cocoa, bananas, natural rubber, 
tin, tungsten, nickel, industrial diamonds, silk, etc., ete. We can set up barriers 
in the form of tariffs and trade restrictions if we wish to protect some of our 
industries which operate without imports. We can call ourselves self-sufficient 
only if we want to lower our standard of living. On the other hand, if we adjust 
or eliminate our tariffs and simplify our burdensome trade formalities, we will 
find that as water seeks its own level so will international trade. To achieve 
complete freedom in world trade, there must be agreement among nations as to 
controls, restrictions, fees, and taxes. The less Government interference the bet- 
ter for world trade. Since exchange of goods brings about exchange of ideas 
among nations, that is still more reason for a free interchange of the world’s 
resources. Protective tariffs have never brought about any amicable feelings. It 
should be self-evident that United States dollars cannot be spent in any other 
place but here—they must come back to the United States in the form of new 
purchases. 

There is a natural law that guides the workings of division of labor. What is 
lost in one industry will be absorbed into another. For example: If a producer 
or a manufacturer cannot compete on the basis of fair competition with the 
foreign producer, he, rightfully speaking, should not be producing his commodity. 
Because the consumer who is the principal character on this stage is the loser, 
since he has to pay more for the product, due to high tariffs on the imported 
commodity. This producer should either get into some other business or find a 
way to put out his commodity more economically. 

This may sound harsh. On the face of it it is. But let us go into it further. 
If the American manufacturer insists on restrictions and higher tariffs for 
imported goods, he is disrupting the free flow of world trade, upsetting world 
economic stability, and contradicting our American free enterprise and fair 
competitive way of life. If higher duties are placed on the imported items, the 
exporting country will retaliate. As a result of retaliations on any one com- 
modity our exports will suffer and unemployment will result. On the other 
hand, if we take the laissez faire attitude and disregard the protectionists, we 
will be importing and paying for those imports with United States dollars, which 
dollars will be used to purchase more of other American goods. At this point 
the law governing the division of labor comes into play by shifting labor and 
other personnel to other lucrative industries. Thus, economic instability is 
nipped in the bud, because the loss in one industry is a gain in many industries. 
If the protectionist wins by obtaining higher tariffs his industry as well as that 
of others will suffer a loss. 

Must our international trade be jeopardized or sacrificed because we fail to 
recognize the close interrelationship between exports and imports? Must the 
producer abroad be antagonized? Must our consumer be exploited by having to 
pay higher prices for commodities because of high traiffs and trade barriers? 
Must our unemployment be increased? 

Fair competition has always been the lifeblood of our free economic system. 
It has made America what it is today. By sharing its know-how and its vast 
resources with the rest of the world, America raises the standard of living, the 
purchasing power, and the good will of all people in lands near and far. But 
America must also be willing to accept the fact that the rest of the world has 
also much to offer toward economic stability and peace. 


Sr. Louis, Mo., June 27, 1958. 


Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, Washington, D.C.: 


Realizing the importance to this country as well as our friendly neighbors we 
felt this need to wire you concerning the Reciprocal Trade Act now before Con- 


gress for final action. We urge and request all possible aid from you for favor- 
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able action on House-passed bill H. R. 12591 without crippling amendments, as if 
major changes are made it would be difficult to obtain agreement as understand 
hearings will not extend beyond July 3, therefore prompt action without crippling 
amendments is vitally needed to avoid possible Presidential veto. Being closely 
associated with American Chamber of Commerce of Cuba and knowing of Ameri- 
can investments in Cuba of approximately $800 million again ask your aid for 
favorable action on this bill. 
WALTER A. GANTNER, 
President, Fulton Iron Works Co. 


GENERAL STEAMSHIP CorpP., Ltp., 
Seattle, Wash., June 25, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 


My Dear Mr. Byrp: The matter of extension of the Reciprocal Trade Agree- 
ments Act which is before the Senate Finance Committee at the present time, we 
feel is of tremendous importance to the United States and that unless the present 
reciprocal trade agreements are extended for a period of at least 5 years in its 
present form, irreparable damage will be done to both our domestic and foreign 
economy. 

PExperience gained over many years has clearly demonstrated that we cannot 
expect to maintain a healthy level of exports without reasonable and intelligent 
imports. In other words, we must export our commodities to foreign nations 
if we are to avoid injurious surpluses and we cannot expect foreign nations 
to purchase these exportable commodities unless this nation purchases products 
of the foreign countries to enable them to purchase from us. Domestic trade as 
well as foreign trade is a mutual undertaking requiring a buyer and seller. If 
there are no buyers, the seller must curtail his production thereby reducing the 
level of prosperity. What applies domestically also applies in international 
trade and this Nation, in order to maintain its present position, must make it 
possible for our industries to sell abroad and also make it possible for our people 
to purchase foreign products in order to complete the cycle of trade. 

More than any one thing before the Nation today, in our estimation, the exten- 
sion of the reciprocal trade agreements is the most important. Any other course 
would be to return to isolationism. 

We regret it is impossible for us to appear at the hearings in person but we 
would appreciate your making this statement a part of the records of the hearing. 

Very truly yours, 
GENERAL STEAMSHIP Corp., LTD., AS AGENTS, 
*D. M. Dysart, 
Vice President in Charge, Northern District. 


INTERNATIONAL TELEPHONE & TELEGRAPH Corp., 
New York, N. Y., June 25, 1958. 
Hon. Harry F. Byrp, 
United States Senate, 
Washington, D.C. 

DeAR SENATOR Byrp: I write in support of H. R. 12591. In my considered opin- 
ion a 5-year extension of the Reciprocal Trade Agreements Act, without further 
watering down, is of vital importance to the economic and political well-being of 
the United States. 

I am familiar with the provisions of the bill and with the arguments of those 
who oppose the bill. It seems to me that ample consideration has been given in 
the bill’s present version to safeguard against dislocations in the labor force 
which may result in specific areas following the lowering of tariffs, affecting 
specific industries. It appears to me to be clear from the preponderance of the 
evidence adduced at the hearings in the House that the stimulation to world 
trade which an extension of the Reciprocal Trade Agreements Act would provide 
and the stability which a 5-year program would offer far outweigh the localized 
and temporary disadvantages which might result from abandonment or curtail- 
ment of the principles embodied in H. R. 12591. In view of the emergence of the 
European Common Market over the next few years, I consider it of particular 
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importance that the 5-year period be retained in the bill, and that a reduction of 
that period would surely place us as a Nation in a most difficult position vis-a-vis 
the European Community at a time when we will require a well understood and 
well established program of trade dealings with the other nations of the free 
world. 

I consider it fortunate that this great issue is being debated on the merits and 
not as a partisan political matter. The vote in the House, I suggest, is a resound- 
ing expression of the sentiment in the country on the issue. I sincerely hope 
that your distinguished committee will bring out the bill promptly and without 
crippling amendments. 


Respectfully, 
CHARLES D. HILLEs, Jr. 


AMERICAN INSTITUTE FOR IMPORTED STEEL, INC., 
New York, N. Y. 


STATEMENT OF THE AMERICAN INSTITUTE FOR IMPORTED STEEL, INC., IN SUPPORT OF 
REcIPROCAL TRADE AGREEMENTS LEGISLATION 


Hon. Harry F’. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D.C. 

Dear SENATOR Byrp: This statement is submitted by the American Institute for 
Imported Steel, Inc., a nonprofit association of over 30 members, comprising the 
leading importers, foreign mill representatives, independent merchandisers, 
wholesalers and distributors of steel imported from Western Europe. (The 
members of the institute are listed in appendix A). Their knowledge, derived 
from the experience of many decades in international trade, is freely offered 
to the committee to aid it in appraising the vital need for a 5-year continua- 
tion of the reciprocal trade agreements program. 

It seems unaccountable that the continuation of the reciprocal trade agree- 
ments program, a national policy in force for decades, repeatedly approved by 
both political parties, endorsed and urged by both the Chief Executive and the 
legislative leaders of our Government, held to be essential to our national defense 
by the highest military advisers and necessary to our general welfare by the 
highest economic advisers, should still be the subject of objection. This is 
especially hard to understand when it is realized that in 1957 alone our exports 
exceeded imports by $8 billion. Yet objections are now again being made to your 
committee. 

These objections are grounded upon the fallacious proposition that the United 
States of America can survive as a viable political and economic entity without 
continuing commercial intercourse with its allies aad friendly nations on a stable 
long-term basis. Modern history teaches the vital lesson that nothing could more 
adversely influence the course of the world struggle than the strangulation of 
international trade which would result from crippling the reciprocal trade agree- 
ments program. 

Our principal allies in Western Europe constitute a great industrial complex 
which must trade to exist. If we will not trade with them, then they must, to 
live, trade with the Communist bloc on Communist terms, with the risk of the 
ultimate Communist domination of the greater part of world trade. What this 
could do to the free world economy is foreshadowed by the effect upon the 
world markets in tin and other metals which even a mere 15 percent Communist 
control has recently had. 

“We will fail (to meet the challenge hurled by the Soviet leaders) if closed 
markets and foreign exchange shortages force free-world countries into economic 
dependence upon the Communist bloc.” (The President’s special message to 
Congress on extension of the Reciprocal Trade Agreements Act, 104 Congressional 
Record 1142). At our own suggestion and with our encouragement, the free 
nations of Western Europe are entering upon a new era of economic alliance to 
guard against this sinister threat. The European Economic Community will 
establish a common domestic market. They will also, over a period of years, 
establish a common world-trade market with uniform traiffs, import and export 
policies. But unless Western Europe can coordinate its common domestic market 
and common foreign market with a stable free world international trade pattern, 
stability and progress will not be obtained. The participation of the United 
States is essential to create a stable free world trading system because the 
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United States accounts for 20 pereent of world exports and 14 percent of imports 
and controls the entire dollar trading area of the globe. 

It is imperative, therefore, that the United States declare itself prepared, and 
the Executive be empowered, to coordinate its international trade with the 
entire free world, and achieve a sound free world economy. This is no over- 
night task. The President has estimated that it may take as long as 4% years 
for the common market to be well established, during all of which time numerous 
adjustments in tariffs and practices among the members of the free world market 
will have to be made. Accommodation of our own reciprocal trade agreements 
will be essential in our own direct economic interest as well as to insure the suc- 
cess of the new European economic structure and the stability of the world 
economic structure. Even to attempt to negotiate such accommodations on a 
short-term basis would be frustrating. The United States must have clear and 
continuing authority to help build a free world economy. 

Iron and steel are basic to the economy of Western Europe. Its steel industry, 
although smaller than our own, is proportionately even more important to it. 
More than 75 percent of our steel imports come from Western Europe. It is in our 
country’s obvious material interest that the European iron and steel industry 
be strong and stable, an end to which the United States has devoted much time, 
effort and money through the Marshall plan and its successors. Moreover, this 
industry has led the way in free world economic cooperation through the Buro- 
pean Coal and Steel Community, the precursor of the common market. This 
was made possible by and can be sustained only by the reciprocal trade agree- 
ments program. 

Nor does this reciprocal trade program in any way conflict with the short-term 
interests of our domestic iron and steel industry. The United States steel 
industry is the greatest and most efficient in the world. Under no conceivable 
circumstance could it be materially injured by imports which in 1957 were a 
trifling 1.02 percent of domestic steel production. 

On the contrary, our domestic iron and steel industry benefits from reciprocal 
trade by a margin of more than 4 to 1, as is evident from the following table of 
steel mill products trade derived from Department of Commerce statistics : 





Net tons 


Imports Exports 





1, 670, 142 
783, 657 
970, 022 

, 334, 338 

1, 153, 702 





As Life pointed out in its issue of June 23, 1958, page 102, even in an area in 
which one minor, nonstrategic business may have to meet import competition 
the local economy as a whole benefits overwhelmingly from the reciprocal trade 
program because of its great benefit to the major, strategic steel industry. 

Our coal and scrap industries have also been direct beneficiaries of reciprocal 
trade in steel. Shipments of coal and scrap to Western Europe have risen in 
connection with the flow of steel to the United States because Western Europe 
has been unable to supply a sufficient amount of these items for its mills. Coal 
exports in 1957 alone totaled over 80 million tons, valued at $828,683,874. Sixty- 
five percent of all American coal exports are brought by Western Europe. In 
the past 5 years the excess of our scrap exports over imports has been constantly 
increasing : 





Net tons 


Scrap Scrap Excess of 
exports imports | exports 


316, 542 172, 171 144, 371 
1, 605, 860 206, 560 1, 399, 300 
4, 992, 332 197, 425 4, 794, 907 
6, 279, 055 270, 672 6, 008, 383 
6, 880, 720 | 204, 800 6, 675, 920 
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In addition to the immensely profitable export surplus in steel, reciprocal 
trade in steel provides many additional benefits for the economic well-being 
of the United States. Among the most important of these is the technical in- 
formation and know-how of direct value to our country’s national defense, as 
well as to its productive economy, received as a direct concomitant of product 
importation. Interlock sheet piling, now manufactured here, was originally 
invented by a Swedish engineer and developed in Germany. A European inven- 
tion, the oxygen-converter steelmaking process, is now being installed by several 
American steel companies to increase productive capacity at lower cost. Simi- 
larly, the Germans developed the vacuum-steel degassing method subsequently 
adopted by both United States Steel and Bethlehem Steel. Also worthy of 
citation are the Sendzimir rolling process, a European invention developed here, 
the product of which is now an American export, and the Fretz-Moon pipe- 
production method begun here, developed in Germany, and further refined again 
in this country. 

Reciprocal trade has enabled German and French steel producers, by selling 
here, to obtain dollar funds to buy from American manufacturers, at prices in 
the millions, continuous wide-strip mills and other rolling-mill equipment. In 
the last 5 years, these rolling-mill exports constituted up to one-third of our 
total production, and totaled almost a quarter of a billion dollars: 









Exports of rolling-mill machinery 


i oak ee eee Nt $59, 011, 105 
il el a enna veeeemtocene 47, 230, 988 
at ai Sa a A oe 36, 077, 788 
CTE a 39, 484, 753 
a eee aa fi EL saad lca cee Le 65, 383, 790 


















IE el ispckniesicbac ain tiene degli iiedasciereie red id tack waticdaeie 247, 188, 424 


The availability of imported materials not infrequently has enabled the es- 
tablishment of new domestic manufacturers in coastal areas and saved small 
businesses from extinction in times of short domestic supply. Moreover, Euro- 
pean mills welcome orders of relatively small size, orders which the large 
domestic mills normally do not desire because their productive facilities are 
geared to larger tonnages. 

Finally, not only the great port areas in which one-fourth of the working 
force is employed in international trade but the entire American economy bene- 
fits from the stabilizing effect of freer export and import trade in adjusting 
the imbalance between market areas of oversupply and areas of excessive de- 
mand. The free-enterprise system depends upon the free market place for its 
proper functioning. In today’s world, the markert is and must be international, 
it must be stable, it must be enduring. To assure such stability and endurance 
necessitates a long-range reciprocal-trade program. 

It is, therefore, earnestly recommended that the reciprocal trade agreements 
program be extended for 5 years, as the President of the United States has 
requested and the House of Representatives has approved. 

Respectfully submitted. 
AMERICAN INSTITUTE FOR IMPORTED STEEL, INC., 
HERBERT WINTER, President. 












JUNE 27, 1958. 
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Of counsel: Graubard & Moskovitz, New York. 


List OF MEMBERS 


American Mannex Corp., 233 Broadway, New York, N. Y. 
American Saar Steel Corp., 41 East 42d Street, New York, N. Y. 
Amerlux Steel Products Corp., 100 Park Avenue, New York, N. Y. 
Amerlux Steel Co., Monadnock Building, 681 Market Street, San Francisco, 
Calif. 
Arteo Industrial Company, Inc., 60 East 42d Street, New York, N. Y. 
sekaert Steel Wire Corp., 655 Madison Avenue, New York, N. Y. 
Belgian American Mercantile Corp., 441 Lexington Avenue, New York, N. Y. 
Coutinho, Caro & Co., Inc., 545 Fifth Avenue, New York, N. Y. 
The Crispin Co., 1611 Bank of Commerce Building, Houston, Tex. 
Paul J. Devignez, Inc., 507 Fifth Avenue, New York, N. Y. 
Mr. R. W. East, 2510 Hillside Drive, Dallas, Tex. 
Ferric Industries, Inc., 122 East 42d Street, New York, N. Y. 
Ferrostaal Overseas Corp., 25 Broadway, New York, N. Y. 
Ferro Union Corp., 595 Madison Avenue, New York, N. Y. 
Francosteel Corp., 41 East 42d Street, New York, N. Y. 
J. Gerber & Co., Inc., 855 Avenue of the Americas, New York, N. Y. 
Indussa Corp., 511 Fifth Avenue, New York, N. Y. 
International Selling Corp., 122 East 42d Street, New York, N. Y. 
Mr. L. D. Keller, 3337 West Queen Lane, Philadelphia, Pa. 
Mr. W. O. Lance, Post Office Box 65, Miami Shores, Fla. 
Marcel Loeb & Co., Inc., 30 Church Street, New York, N. Y. 
Wm. H. Muller & Co., Inc., 122 East 42 Street, New York, N. Y. 
Kurt Orban Co., Inc., 34 Exchange Place, Jersey City, N. J. 
Ovingsteel, Inc., 30 Church Street, New York, N. Y. 
Pan American Trade Development Corp., 2 Park Avenue, New York, N. Y. 
M. Paquet & Co., Inc., 17 Battery Place, New York, N. Y. 
Maurice Pincoffs Co., Melrose Building, Houston, Tex. 
Port Everglades Steel Corp., Port Everglades Station, Fort Lauderdale, Fla. 
Emile Regniers Co. (U. S. A.), Inc., 415 Lexington Avenue, New York, N. Y. 
Mr. Reginald V. Roberts, 281 Vernon Street, Norwood, Mass. 
Walter H. Rothschild & Co., Inc., 38 Park Row, New York, N. Y. 
Tricon, Inc., 864 South Robertson Boulevard, Los Angeles, Calif. 
Tuteur & Co., Inc., 52 Wall Street, New York, N. Y. 
Joseph L. Wilmotte & Co., Inc., 350 Fifth Avenue, New York, N. Y. 
M. Wimpfheimer & Son, Inc., 250 West 57th Street, New York, N. Y. 
Winter, Wolff & Co., 76 Beaver Street, New York, N. Y. 


(Whereupon, at 3:15 p. m., the committee adjourned, to reconvene 
at 10: 10a. m., Wednesday, June 25, 1958. ) 
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WEDNESDAY, JUNE 25, 1958 


Unirep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess at 10:10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. 

Present: Senators Byrd (chairman), Kerr, Anderson, Martin, Wil- 
liams, Flanders, Carlson, and Bennett. 

Also present: Elizabeth B. Springer, chief clerk. 

The CuatrMan. Our first witness this morning will be Andrew J. 
Biemiller, director of the legislative department of the American Fed- 
eration of Labor and Congress of Industrial Organizations. 

Please proceed, Mr. Biemiller. 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR OF THE LEGIS- 
LATIVE DEPARTMENT, AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremitier. I appreciate the opportunity to appear before your 
committee today to express the views of the American Federation of 
Labor and Congress of Industrial Organizations regarding extension 
of the Reciprocal Trade Agreements Act. 

I will file my statement and summarize it briefly if that is agreeable. 

(The statement of Mr. Biemiller, in full, is as follows:) 


STATEMENT BY ANDREW J. BIEMILLER, DIRECTOR OF THE LEGISLATIVE DEPARTMENT, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


I appreciate the opportunity to express the views of the American Federation 
of Labor and Congress of Industrial Organizations regarding extension of the 
Reciprocal Trade Agreements Act. 

From its inception more than 2 decades ago, the reciprocal-trade-agreements 
program has won the vigorous support of the American labor movement. This 
traditional support was reemphasized in the resolution unanimously adopted at 
the recent convention of the AFL-CIO. The resolution urged extension of the 
Reciprocal Trade Agreements Act for a period of at least 5 years with reinforce- 
ment of “the basic goal of the reciprocal-trade program, the gradual reduction 
of barriers to trade without undue hardship to American industries or American 
workers. The achievement of this goal must be sought, however, in the light of 
present-day conditions in our own Nation and in the nations allied with us in 
the common struggle for the preservation of freedom and democracy.” The full 
text of the convention resolution is attached to this statement. 

At the very start, let me assure the members of this committee that in restating 
its support for the reciprocal-trade program, organized labor has a very realistic 
view of this problem. This is no sentimental gesture on our part. We are aware 
of the hard realities of the present situation. 
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We firmly believe that the need for an effective program for reducing the bar- 
riers to trade is undoubtedly greater today than ever before. 

We feel that this is particularly true in light of the aggressive trade measures 
the Soviets have been taking in recent months to expand their trade with the free 
world. 

At the same time we are acutely aware of the hardships which an increasing 
flow of goods to the United States has occasionally inflicted on American busi- 
ness firms and American workers. This is a serious problem to which Congress 
must direct its attention. We do not want to see the value of the reciprocal 
trade program jeopardized because of the effects which import competition has 
produced in a relatively few industries. Rather than weakening the trade 
agreements program to meet this opposition, we feel that Congress should take 
a more positive approach to this issue. It is our recommendation that Congress 
should provide in the current legislation for a trade adjustment program which 
would directly meet the problems of these industries by providing necessary safe- 
guards both to the business opportunities of employers and the employment 
opportunities of workers who may be seriously affected by import competition. 


CRITICAL NEED FOR RECIPROCAL TRADE EXTENSION 





There are new factors in the world situation which make the reciprocal trade 
program more necessary than ever before. Failure of the Congress to assure 
continued United States leadership in multilateral efforts to reduce traiffs 
would be a signal to our free world allies that we were returning to economic 
isolation and that we were callous to the economic requirements of other free 
nations. 

Because foreign trade, although by no means insignificant, plays a relatively 
small role in our economy, it is often difficult for us to realize how essential 
it is for many other countries to maintain and expand their markets abroad. 
Indeed, imports and exports are the very lifeblood of the economies of many 
nations. It would be to our own detriment and the detriment of the entire 
free world if the United States should choose the course of economic isolation. 
These other nations simply cannot even contemplate economic isolation as a 
feasible alternative. In a very real sense, they are threatened with economic 
extinction unless the channels of world trade remain open to them. 











MENACE OF SOVIET TRADE DRIVE 


The other countries of the free world particularly need to maintain effective 
trading relations with the United States. Their economies are dependent on 
many of the products we can ship to them. However, to buy these items from 
the United States, they must be able to sell their products in the United States. 
Confronted with contraction or closing of markets for their products in the 
United States, many of our free world allies might in desperation seek new op- 
portunities for trade with the Soviet Union, Red China, and their satellites. 

As we know full well, the Soviet Union and its satellites behind the Lron 
Curtain are ready and eager to take advantage of any such opportunities that 
may be offered. For them, trade is a weapon in the cold war. If they can make 
the free world countries dependent on them for markets, they will exploit such 
economic ties for their nefarious political goal of world domination. 

Indeed, the Soviet rulers are so bold in this drive for trade with the free world 
that they do not even conceal their objective. Nikita Khrushchev said only 
recently: “We declare war on you—excuse me for using such an expression— 
in the peaceful field of trade. We declare war. We will win over the United 
States.” 

Already the Soviet Union has offered trading arrangements to a considerable 
number of non-Soviet countries. Its efforts have been directed not only to EBu- 
rope and Asia but even to countries in the Western Hemisphere as is evidenced 
by its determined attempt to expand its trade to Argentina. It would be the 
height of folly for the United States to strenghen our military posture against 
the Soviet Union while permitting them to enhance their economic and political 
position by opening up new avenues of trade with free world countries. 
























EUROPEAN 





COMMON MARKET 










As the members of this committee are no doubt aware, the organization 
of the Common Market of 6 European nations—France, Germany, Italy, and the 3 
Benelux countries, Belgium, the Netherlands, and Luxembourg, and the impend- 
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ing organization of the broader free-trade area embracing an even larger group 
of nations, including Great Britain, raises some serious problems for the 
United States. Let me hasten to assure the members of this committee that 
organized labor welcomes the establishment of the European Common Market 
as an effective step toward economic integration of Europe. The United States 
should do everything possible to assist and strengthen this movement. The 
European Common Market should be welcomed because it will improve the wel- 
fare and living standards of the people of Europe. We should also welcome 
European economic integration because the interests of the free world, both 
economic and political, will be enhanced by the development of more prosperous 
and stronger nations in Western Europe. 

Nevertheless, we must recognize that unless we are prepared to negotiate 
realistically and flexibly, our markets in Western Europe will be seriously affected 
by the gradual elimination of tariffs among the member nations of the European 
Common Market, with gradual equalization of tariffs among the members of the 
European Common Market. Thus, the United States exporting industries will be 
faced with the problem of having to clear tariff barriers while their Huropean 
competitors can export to other European countries in the Common Market with- 
out any tariff duties being imposed against them. Clearly, the United States 
exporters will be operating under a severe competitive disadvantage. 

This is a matter of no small consequence to American labor and industry. 
In 1955-56 more than 16 percent of United States exports were to the 6 Euro- 
pean Common Market countries and more than 29 percent to the countries of 
the potential free-trade area. The jobs of about 500,000 workers depended on 
exports to the European Common Market and a total of 900,000 to the entire 
free-trade area.’ 

It is obviously essential that we do everything possible to preserve our export 
markets in the European free-trade area. This means that there must be au- 
thority for negotiation of tariffs with the Common Market so as to obtain reduc- 
tions in their external tariffs while they are gradually eliminating their 
internal tariffs. The alternative may well be a tremendous shift among the 
members of the Common Market away from the products of American industry 
toward the products of the member countries of the Common Market. 

On the other hand, if the reciprocal trade agreements program is extended on 
a meaningful basis, it will give the United States an opportunity to provide the 
machinery, equipment, and other items required by the expanding economies of 
the member nations of the Common Market. Whether or not we will be able to 
contribute toward, and in a sense profit from, the growth of the economy of 
Western Europe will depend in large measure upon the action Congress takes on 
extension of the Reciprocal Trade Agreement Act. 


TRADE IMPORTANT FACTOR IN DOMESTIC ECONOMY 


Even if there were no Soviet threat and the European Common Market had not 
been organized, extension of the reciprocal trade agreements program would 
nevertheless greatly contribute to the welfare and prosperity of the Nation. We 
usually think of trade as being a relatively small part of our total economy and, 
as compared with some other countries, it is. But we tend to forget that foreign 
trade bulks larger in our economy than some of our most important industries. 
According to the Commerce Department, 544 percent of the Nation’s output in 
1956 took the form of exports of goods and services. The value of goods exported 
was greater than the value of all nonfarm homebuilding or consumer purchases 
of automobiles or of farmers’ gross receipts from crops and livestock. It was 
not much below the retail value of all clothing and shoes purchased by American 
consumers.” 

Trade is also an important source of employment. It is estimated that at 
least 4144 million workers, or about 7 percent of our labor force, depend on 
foreign trade for their employment either directly or indirectly.* 

Thus, while trade may not play as decisive a role in our economy as in the 
economies of some other countries, it does contribute significantly to our overall 


1 Based on estimates of total number of workers dependent on exports given in staff 
papers presented to the Commission on Foreign Economic Policy, February 1954, p. 373. 
U. S. Department of Commerce, The Role of Foreign Trade in the United States Econ- 


omy. Compendium of ty we on United States foreign trade policy collected by the staff 
n 


for the Subcommittee o oreign Trade Policy for the House Ways and Means Committee, 
1957, pp. 15-16. 


8 Tbid., p. 15. 
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economic strength and prosperity. There can be no doubt that our economy 
would be weakened if the volume of our foreign trade were to decline. Like- 
wise, the strength of our economy will be enhanced by expansion of foreign trade. 


RECIPROCAL TRADE UNDER ATTACK 


All of these considerations lead but to a single conclusion. Extension of 
the reciprocal trade agreements program on an effective basis is essential for 
the political strength and economic prosperity of the United States and its free- 
world allies. Why is it, then, that the proposal to continue this program has 
evoked such bitter opposition? 

The basic reason is that while there can be no doubt of the long-run advan- 
tages of foreign trade to the United States, a growing number of American 
industries are being affected to a greater or lesser degree by import competition. 
At least two reasons may be cited for this development. 

One factor has been the remarkable economic recovery of Western Europe 
and Japan after the near destruction of their economies during World War II. 
Their postwar economic growth has made it possible for them to increase their 
exports to the United States and, in return, to purchase the output of our in- 
dustries in increasing amounts. To a considerably lesser extent, the same type 
of development has taken place in our economic relationships with the under- 
developed countries, although actually few of the products of their much-less- 
industrialized economies compete with American industries. In all of this 
development, attention has been focused primarily on the growing volume of 
imports because their impact has been felt most keenly in a narrow, although 
expanding, sector of American industry. 

A second factor is inherent in the reciprocal trade agreements program itself. 
There are still undoubtedly ample opportunities for further reduction in tariff 
duties without serious impact on American industry and labor. Nevertheless, 
we must recognize that the very fact that the reciprocal trade program has been 
in operation nearly 25 years means that opportunities for completely non- 
injurious tariff reductions are becoming decidedly more limited. This is par- 
ticularly true for many of the items on which our trading partners particularly 
desire tariff reductions. It is, of course, true that multilateral trade negotia- 
tions have contributed to our economic expansion and in the long run have 
increased employment opportunities, but we must recognize that long-run ex- 
pansion offers no solace to those who are most seriously affected in the short run. 
We can only ignore the particular needs of those who feel the impact of imports 
most directly at the peril of the entire reciprocal trade agreements program. 

We are raising these issues because it is imperative that we lay all the facts 
on the table. There is no question that some industries have been affected by 
the increasing impact of import competition. Other industries, rightly or 
wrongly, feel that they may suffer in the future from growing import competition 
if the reciprocal trade agreements program is extended. 

Let me hasten to assure the member of this committee that these considera- 
tions do not lead us to argue for a reversal of the present policy of gradual trade 
liberalization. Quite the contrary, we are virtually convinced that continued 
gradual reduction of tariff barriers is both desirable and necessary. 

We must point out, however, the developments that have caused serious oppo- 
sition to develop to an expansion of the reciprocal trade agreements program, 
In fact, the seriousness of the opposition to this program has already been re- 
sponsible for weakening the basic principles of reciprocal trade in this year’s 
legislation. Not only did the President’s proposal make a number of concessions 
to the protectionist point of view, such as authorizing the President in escape- 
clause proceedings to raise tariffs by 50 percent of the 1934 levels, but in addition 
a number of other changes have been made by the House of Representatives. 
In effect, the President and the House have been willing to weaken the bill in 
order to meet the demands of the opposition. 

It is our firm belief, however, that the principles of an effective reciprocal 
trade agreements program must not and need not be sacrificed to meet the 
problems raised by a gradually increasing level of imports. We believe that 
the problems faced by both businessmen and workers in those industries seriously 
affected can best be met by a more positive approach; namely, the adoption of 
a trade adjustment program which would facilitate the adjustment of those 
most directly affected by import competition. 
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TRADE ADJUSTMENT PROGRAM 


Experience has demonstrated that the economy as a whole has not suffered 
from the gradual lowering of tariff barriers during the past quarter of a 
century. However, some few industries have been hit hard by the impact of 
increased imports resulting from tariff reductions. If increased trade and a 
eontinued gradual reduction of tariff barriers are in the national interest, then 
it must also be in the national interest to help the firms, communities, and workers 
adversely affected by such increased imports. 

That is the basic purpose of the trade adjustment program which has been 
proposed by several Senators. In effect, the trade adjustment program would 
give the President an alternative to tariff increases or quotas under the escape- 
clause procedure. It represents an effort to meet the problems resulting from 
import competition without resorting to measures which restrict rather than 
liberalize international trade. 

The need for an adjustment program rests on two fundamental principles: 
(1) Tariff policy should not be so restrictive that tariffs must be maintained 
at or raised to unduly high levels in every situation where the domestic industry 
cannot maintain levels of activity without such a high tariff; and (2) the 
entire burden of the impact of increased imports must not be placed on the firms 
and workers adversely affected by tariff reductions. If tariff reduction is part 
of a national policy required in the best interests of the Nation as a whole, then 
no one group should be expected to pay the price of that policy. It is a cost 
which should be borne, insofar as possible, by the Nation as a whole. 

The objective of this proposal is not to subsidize the affected groups or to 
compensate them for injury. Instead, the aim is to help them adjust to increased 
imports either by assisting them to make more effective and efficient use of their 
present facilities or by development of new lines of production which would 
offer business opportunities to firms and communities and employment oppor- 
tunities to workers. 

The theory behind the proposal is that if by Government decision, tariffs are 
reduced and the reduction causes or threatens to cause serious injury, then 
it should be by Government decision and action that some aid, assistance, and 
adjustments are offered. 


HOW THE TRADE ADJUSTMENT PROGRAM WOULD WORK 


If the trade adjustment program were enacted, the United States Tariff Com- 
mission would be required to continue to make its findings under the terms of 
the escape clause. Upon application by industry, the Tariff Commission proceeds 
to hold hearings to determine the extent of injury before invoking the escape 
clause. Once the Commission finds injury or the threat of injury, it recommends 
to the President that the tariff be increased. 

Under the present law, the President can decide either to accept the Tariff 
Commission’s findings of injury and thereby impose the recommendation, which 
would be an increase in duty, or to reject the findings completely. 

Under the trade adjustment program, the President would be given one addi- 
tional route to follow: He could accept the Tariff Commission’s findings of 
injury, but instead of imposing an increase in duty, he could recommend that 
the facilities of the trade adjustment program be invoked. 

Thereupon, certain types of assistance would be available for workers, indus- 
trial enterprises, and communities. 

For workers: 

1. Supplementary unemployment-compensation benefits up to two-thirds of 
weekly earnings for 52 weeks. 

2. Earlier (aged 60) retirement for recipients of old-age pensions under 
our social-security law. 

3. Retraining for new job opportunities. 

4. If necessary, transportation for entire families to new areas of employment. 

For industrial enterprises: 

1. Loans through the Small Business Administration for the adjustment of 
such business enterprises and communities to economic conditions resulting 
from the trade policies of the United States. 

2. Appropriate departments and agencies of Government will supply “tech- 
nical information, market research, or any other form of information and advice 
which might be of assistance in the development of more efficient methods of 
production and the development of new lines of production.” 





518 TRADE AGREEMENTS ACT EXTENSION 


3. Accelerated amortization would be permitted business, industrial enter- 
prises necessary for the * * * “development of new or different lines of pro- 
duction by an eligible business enterprise or a more balanced economy in an 
eligible community.” 

For communities or industrial development corporations within the com- 
munities: 

1. Loans are available to communities and industrial development corpora- 
tions on the same basis as their availability to business enterprises. 

2. Technical information, market research, and any other form of information 
and advice are available to the community on the same basis as to industrial 
enterprises, as long as such information is designed to develop a more balanced 
and diversified economy in the community. 

In order for any workers, industrial enterprises, or communities to avail 
themselves of these aids, they must receive a certificate of eligibility from 
the Trade Adjustment Board. The Board is to be appointed by the President 
and composed of five members from among the officers and employees of the 
executive branch of the Government. The Board determines eligibility and 
issues certificates on the basis of the United States Tariff Commission’s report 
to the President. 

The Board is authorized to hold whatever hearings are necessary to make 
such determinations, 


ARGUMENTS AGAINST TRADE ADJUSTMENT PROGRAM 


Opponents of the trade-adjustment program fall into two categories. In the 
first group are the arch-protectionists. Committed as they are to more and 
more restrictions on trade, they recognize that they would lose a powerful 
argument if the trade-adjustment program were adopted. Since the trade- 
adjustment program would largely mitigate the injury of domestic industries 
adversely affected by import competition, the advocates of trade restriction 
would have to admit that they were unwilling to make any adjustment what- 
soever to the changes resulting from expanding trade even though such changes 
are in the national interest and would not result in undue hardship to any 
single group. 

The second group opposing the trade-adjustment program comprise those who 
favor a more liberal trade policy but oppose the trade-adjustment program 
either because they underestimate the strength of the opposition to the reciprocal 
trade agreements program or because they are too timorous or too doctrinaire 
to undertake the steps necessary to assure a continuing reciprocal-trade program. 

Let me take up then the major criticisms that have been raised by those 
opposing the trade adjustment program: 

1. It is sometimes argued that the trade adjustment program would require 
the establishment of a huge new administrative setup. The actual fact is that 
the propsoed trade adjustment program simply involves adding one new facet 
to the existing escape-clause procedure. The program could be established with- 
out the creation of any new administrative agencies. 

The program is envisaged as simply an additional route which the President 
might take in escape-clause procedures. With the trade adjustment program 
in effect, the President would have discretion, after a Tariff Commission finding 
of injury or threat of injury resulting from increased imports, to invoke the 
provisions of the Trade Adjustment Act instead of raising tariff duties. Decision 
as to whether particular firms, workers, or communities were eligible to receive 
assistance under the program would be determined by a Trade Adjustment Board 
composed of officials of the executive branch of the Government. The actual 
assistance offered would be administered by existing Federal and State agencies, 
including the Small Business Administration, the Commerce, Labor, and Health, 
Education, and Welfare Departments, and State unemployment insurance agen- 
cies. Thus, no new administrative setup would be required for the program. 

2. There are some who believe that the trade adjustment program would in- 
volve a tremendous expenditure on the part of the Federal Government. Actu- 
ally, the cost of the program to the Federal Government would be quite limited. 
Since the actual impact of imports is confined to only a very small sector of 
the economy, the number of workers, firms, and communities receiving assistance 
under the program would be quite small. 

It has been estimated that even if all tariffs were to be temporarily suspended 
only 200,000 to 400,000 workers might be affected of whom only about one-third 
are in nonfarm employment. However, since no such drastic step is anticipated, 
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the actual scope of the program would be very much smaller. According te the 
United States Department of Labor, in 23 industries in which the Tariff Com- 
mission found injury or threat of injury in escape-clause actions from April 
1948 to March 1957, the maximum total displacement was 28,000. This is ob- 
viously a much more relevant figure for use as to the scope of the trade adjust- 
ment program than the much larger estimate of the number of workers who 
might be displaced by temporary suspension of all tariffs. 

It is important to realize that most of the types of assistance contemplated 
in the trade adjustment program involve no outright additional cash outlays 
by the Federal Government. Instead, they involve such forms of assistance 
as loans, accelerated amortization, and technical assistance. Only the supple- 
mental unemployment compensation and the very limited stipends for trans- 
portation of workers and their families to new areas of employment involve 
actual outlay of Federal funds. 

It is of course impossible to estimate accurately in advance the precise amount 
of appropriations that would be required. During the past 9 years, the average 
annual displacement in industries involved in escape-clause procedures has 
been about 3,100. Moreover, many workers would not receive benefits for the 
full 52 weeks permitted by the bill. Thus, it is much more likely that the annual 
cost of the supplemental unemployment compensation would be somewhat less 
than $2 million. To this might be added a maximum of perhaps $150,000 a year 
for transportation stipends for workers moving to other communities. Thus, 
the total cost of the program would be a maximum of $2 million a year and 
probably less than this amount. 

3. Some of those who oppose the trade adjustment program contend that some 
types of assistance are already available to those adversely affected by imports. 
Of course, this is true. For example, some types of technical information are 
available from the Commerce Department for any business or community, in- 
cluding those affected by imports. The Small Business Administration makes 
certain types of financial assistance available to small firms generally. The 
Labor Department as well as the Department of Health, Education, and Wel- 
fare sponsor certain training programs without regard to whether the workers 
utilizing such services have been displaced from their jobs by imports. 

Thus, there are already some programs which can be invoked to help those 
adversely affected by import competition. These programs, however, are no ade- 
quate substitute for a comprehensive trade adjustment program. 

In the first place, they are not specifically tied to trade. With enactment of 
the trade adjustment program, companies, workers, and communities affected by 
imports would have the assurance that they would have available to them cer- 
tain services, facilities, and types of assistance specifically geared to their needs. 
The facilities would be tailored to meet the particular needs of those faced with 
the special problem of adjustment to import competition. 

Secondly, how would such existing uncoordinated programs concentrate on a 
specific problem created by import competition? With the trade adjustment 
program, the President could immediately, upon a finding of injury by the Tariff 
Commission, start in motion the machinery to aid and assist in the adjustment 
procedure. Without the Trade Adjustment Act, the President must either accept 
or reject the Tariff Commission’s findings. 

Thirdly, existing programs are inadequate because they do not include a num- 
ber of essential types of assistance which the trade adjustment program would 
make available, including supplementary unemployment compensation, earlier 
retirement under social security, transportation to new areas of employment, 
accelerated amortization and loans to communities and industrial development 
corporations. All of these are necessary if the necessary tools are to be made 
available for facilitating adjustment to the impact of import competition. 

4. It is argued that there is no more reason to provide special assistance to 
those adversely affected by tariff reductions than for others who are suffering 
economic adversity for other reasons. For example, in rejecting the trade ad- 
justment program, the Randall Commission said: 

“In a free economy, some displacement of workers and some injury to institu- 
tions is unavoidable. It may come about through technological change, altera- 
tions in consumer preferences, exhaustion of a mineral resource, new inventions, 
new taxes, or many other causes. Since it has never been seriously proposed 
that the burden of all such injury arising in a free economy should be assumed 
by the Government, the Commission felt that it was not appropriate to propose 
such a plan in the tariff area only.” 

The answer to this argument is that those affected by import competition re- 
sulting from reduced tariffs are victims of a Government decision. If the Gov- 
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ernment decision is right, then it is the responsibility of the Government to assist 
those who must make adjustments because of the consequence of the Government 
decision. 

Even if this point is accepted, it is then argued by some that tariff reductions 
are not the only decisions that may be made by the Government which adversely 
affect particular groups in the economy. For example, the Government may de- 
cide to cut back civilian production in order to stimulate output for defense 
purposes or at other times to reduce defense output when it is no longer needed. 
Such decisions may also result in displacement of workers or hardship to firms or 
even communities. 

There is an important difference, however, between the effects of Govern- 
ment decisions on defense production and on tariff levels. Where a producer 
because of a Government decision converts from defense to civilian production, 
or vice versa, this involves an adjustment into a market that is readymade for 
him and expanding. In a war situation, the Government needs and will buy 
the defense items he will produce. At the end of the war when he converts to 
civilian production, the public needs and will buy the peacetime products which 
have been unavailable during the war. In either case, the producer and his 
employees can confidently expect to benefit from an expanding market. 

The situation of those affected by import competition is just the opposite. A 
firm in this plight is faced with the problem of having lost part of its market to 
the foreign producer. It must either become more efficient in order to win back 
the portion of the market it has lost or it must be helped into some other type 
of production in an expanding field where just because it is an expanding in- 
dustry the new producer will not be depriving those already in that industry of 
the market which they have developed. 

It is clear that for the firm confronted with import competition no automatic 
adjustment is possible. It will not only be of help to those directly affected but 
also in the best interest of the Nation for the Government make available to 
him, his employees and his community the assistance they need to make an ef- 
fective adjustment to import competition. 


BROAD SUPPORT FOR THE TRADE ADJUSTMENT PROGRAM 


Whether intentionally, or not, some have misrepresented the trade adjust- 
ment program as a “labor program.” Perhaps this impression may have de- 
veloped in part because this program was recommended in the report of the 
Randall Commission by President David J. McDonald of the United Steel Work- 
ers of America who was a public member of that Commission. As I have al- 
ready indicated, the program is by no means exclusively aimed at assisting 
workers. On the contrary, that is only one limited phase of a program which 
encompasses a number of other effective types of assistance to business firms and 
communities. 

Moreover, the trade adjustment program is supported by business leaders 
and experts in the trade field who recognize that this type of program is essen- 
tial if we are to have a continuing effective reciprocal trade agreements pro- 
gram. In an appendix, I have quoted from a number of statements endorsing 
the principles of the trade adjustment program. Those who have indicated 
support for this program include: 


John §S. Coleman, chairman of the board and former president, United States 
Chamber of Commerce. 

William L. Batt, former president, SKF Industries. 

George L. Bell, president, Committee for a National Trade Policy. 

Fred H. Klopstock and Paul Meek, Federal Reserve Bank of New York. 

Howard S. Piquet, senior specialist, International Economics, Legislative Ref- 
erence Service of the Library of Congress. 

W. 8S. Woytinsky, outstanding economist and expert on international economics. 

Walter S. Salant, Brookings Institution. 

Richard N. Gardner, associate professor of law, Columbia University Law 
School. 

Charies P. Kindleberger, professor of economics, Massachusetts Institute of 
Technology. 

N. Arnold Tolles, professor of economics, New York State School of Industrial 
and Labor Relations, Cornell University. 

Jacob Viner, professor of economics, Princeton University. 
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The trade adjustment program is a broad program with support from a broad 
cross section of the community. Its enactment would provide essential justice 
to those affected by imports and would contribute to the broad national interest 
in reducing the barriers to trade. We urge this committee to incorporate at 
least the basic principles of the trade adjustment program as an essential 
part of the overall Reciprocal Trade Agreements Act. 


FAIR LABOR STANDARDS AND INTERNATIONAL TRADE 


The labor movement has long advocated the principle that fair competition 
in international trade requires fair labor standards in exporting industries. 
This principle has been given at least some official recognition in recent years. 

In its January 1954 report, the President’s Commission on Foreign Eco- 
nomic Policy (Randall Commission) stated : 

“The clearest case of unfair competition is one in which the workers on a 
particular commodity are paid wages well below accepted standards in the ex- 
porting country. In such cases, our negotiators should simply make clear that 
no tariff concessions will be granted on products made by workers receiving 
wages which are substandard in the exporting country.” [Commission’s em- 
phasis. ] 

During the tariff negotiations between the United States and Japan in 1955, 
explicit recognition was given for the first time in the framework of a tariff 
conference to the importance of fair labor standards as an objective in tariff 
negotiations. At the conclusion of that conference, the head of the Japanese 
delegation formally stated to the chairman of the United States delegation : 

“In connection with the recently concluded tariff negotiations sponsored by 
the contracting parties involving Japan, it is the foremost concern of the Japa- 
nese Government that wage standards and practices be maintained at fair levels 
in industries, including export industries, of Japan.” 

We are, of course, aware that this issue has been raised by opponents of a 
liberalized trade policy as justification for restricting trade. That is not our 
purpose in asking that attention be focused on the problem of fair labor stand- 
ards in international trade. Instead, our aim is to secure an improvement of 
the labor standards in exporting countries as a means of equalizing competition 
in international trade. We are convinced that the best interest of our own 
country and countries seeking to export to us will be served if our efforts will 
be directed toward the twofold objective of expanding trade and raising labor 
standards in exporting countries. 

If this is the objective we are seeking, then our course should be to make 
tariff concessions in accordance with a liberal trade policy, but for those items 
made in industries where there are unfair labor standards in the exporting 
countries, our concessions should be for a limited period and their continuing 
effect should be conditional upon sincere efforts in the exporting country to 
eliminate unfair labor standards. Such efforts will be enhanced by the eco- 
nomic opportunities afforded by the expanding market opened to the export- 
ing countries which would provide the earnings necessary to increase productiv- 
ity and thereby improve labor standards. At the end of the stated time 
period, if such efforts have been made—efforts which in the context of the eco- 
nomic framework of the competing firms in the two countries would tend to 
narrow unwarranted differentials and labor costs—the concessions would con- 
tinue in force. Failure of the exporting country to take steps to eliminate un- 
fair labor standards would be grounds for withdrawal of the concession. How- 
ever, it would clearly be in the interest of the exporting country, even if no 
other internal political or humanitarian consideration were involved, to raise 
its labor standards and thereby maintain its export market. 

We urge that specific recognition be given to the principle of fair labor stand- 
ards in international trade in the legislation extending the reciprocal trade 
agreements program. We ask the Congress to direct the President to make the 
promotion of fair labor standards in international trade a major objective of 
our international trade policy. 

CONCLUSION 


The measure now before the committee, H. R. 12591, already incorporates a 
number of amendments which weaken to some extent the effective operation 
of a reciprocal trade program. The AFL-CIO did not support these amendments 
and would prefer that they be deleted from the bill. At the very least, we firmly 
believe that no further weakening amendments should be added by this commit- 
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tee. We especially endorse the 5-year provision of H. R. 12591 because it would 
permit constructive participation by the United States in negotiations involving 
the European Common Market in 1961. 

In conclusion, I wish to reemphasize the conviction of the AFL-CIO that 
reduction in barriers to trade and expansion of international trade are in the best 
interest of the United States and the entire free world. However, mere recog- 
nition of the desirability of a liberal trade policy is not sufficient. We must face 
up realistically to the serious problems which a liberal trade policy raises. 

In particular, we ask that the Congress establish a program of adjustment to 
mitigate the impact of import competition and promote as an essential part of 
the reciprocal trade program international acceptance of the principle and prac- 
tice of fair labor standards in international trade. Both programs would sig- 
nificantly contribute to a more effective trade policy which would advance the 
welfare and strengthen the security of the United States and the entire free world. 


AFL-CIO 1957 CoNVENTION RESOLUTION ON INTERNATIONAL TRADE 


Unanimously adopted by the Second Constitutional Convention, American 
Federation of Labor and Congress of Industrial Organizations, December 12, 
1957 


From its very inception nearly 25 years ago, organized labor has been among 
the stanchest supporters of the reciprocal trade program. The trade-union 
movement has recognized that the fundamental principles of this program— 
expansion of international trade and gradual removal of restrictions upon the 
exchange of goods among nations—are fully consistent with and promote the 
national interest of the United States and the economic and political strength 
of the entire free world. 

Our international trade policy must be considered as an integral part of our 
overall foreign policy. Our economy, as well as our national defense, depend in 
part on a considerable number of materials and products which we must import 
from abroad. Likewise, many of our industries export a sizable proportion of 
their output to other countries. Therefore, expansion of foreign trade is essential 
for our national welfare. 

Even more important, we must recognize that many nations of the free world 
depend for their very existence upon foreign trade. Our markets must remain 
open to them if they are not to turn in desperation to trade with the Soviet bloc. 
Thus continuance of the reciprocal trade program and gradual reduction of tariff 
barriers are essential to the economic strength and welfare of the entire free 
world. 

International trade is, to a considerable extent, dependent upon the level of 
economic activity in the various countries. A decline in full employment and 
general business activity in the United States certainly will affect the overall 
level of international trade. Conversely, prosperity in America will increase trade 
opportunities. 

The reciprocal trade program, now scheduled to expire in mid-1958 should be 
extended for a period long enough to assure a reasonable measure of stability in 
international trade. In extending the program, moreover, the Congress should 
reinforce the basic goal of the reciprocal trade program, the gradual reduction of 
barriers to trade without undue hardship to American industries or American 
workers. The achievement of this goal must be sought, however, in the light of 
present-day conditions in our own Nation and in the nations allied with us in the 
common struggle for the preservation of freedom and democracy. 

In order to facilitate this objective the President of the United States must be 
granted additional negotiating authority. However, such liberalizing steps must 
be accompanied by adequate protection of the interests of United States workers 
and firms that may be adversely affected by import competition. We therefore 
favor continuance of the basic principles of the peril-point and escape-clause 
procedures. The present authority of the President to pass on the Tariff Com- 
mission’s recommendations in escape-clause proceedings should not be altered. 

We urge that positive programs be adopted directed toward the dual objective 
of expanding trade and safeguarding the welfare of American labor and industry. 

Establishment of the principle of fair labor standards in international trade 
would afford one significant way of accomplishing this objective. In multilateral 
tariff negotiations, the United States should make every effort to seek effective 
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action by exporting countries to establish and maintain fair labor standards in 
their exporting industries consistent with productivity levels in exporting indus- 
tries and the economy at large of the exporting country. We should also seek 
to obtain acceptance of this principle in the ILO and among the contracting 
parties to the General Agreement on Tariffs and Trade (GATT). Our aim in 
these efforts should be not to provide an excuse for restricting trade, but to 
secure improvement of labor standards in exporting countries as a means of 
equalizing competition in international trade. 

In addition, it is essential that an effective adjustment program be established 
to meet the problems resulting from import competition. The President should 
therefore be authorized to provide various measures of assistance to workers, 
industrial enterprises and communities to adjust to the problems created by in- 
creased imports. In certain instances, it may also be desirable to develop specific 
programs aimed at alleviating deteriorating conditions in specific industries. 

The whole program of multilateral trade negotiations will be made more effec- 
tive by establishment of the Organization for Trade Cooperation. This would 
provide a much needed permanent international organization for the administra- 
tion of the General Agreement on Tariffs and Trade. While it would not affect 
trade policies or tariff levels, it would provide necessary administrative machin- 
ery for multilateral trade negotiations as well as a forum for discussion of 
important international trade issues: Therefore be it 

Resolved, That the AFL-CIO reiterates the traditional support of the labor 
movement of the reciprocal trade program and urge the Congress to extend the 
Reciprocal Trade Act for a period of at least 5 years. 

Consistent with both domestic and international economic requirements and 
within the framework of continued application of the peril-point concept, the 
President should be given additional authority to negotiate changes in existing 
tariffs. 

The escape-clause procedures should also be retained and the President should 
be authorized to provide various types of assistance to workers, firms, and com- 
munities adversely affected by increased imports. In addition, where necessary, 
consideration should be given to development of specific programs, tailored to 
the requirements of specific industries, to aid adjustment of affected industries. 

It should be a fundamental part of our national trade policy to foster the prin- 
ciple of fair labor standards in international trade through multilateral trade 
negotiations and commercial agreements and in the ILO. In particular, the 
United States should seek to obtain efforts by exporting countries to establish 
and maintain fair labor standards in exporting industries consistent with pro- 
ductivity levels in such industries and the economy at large of the exporting 
country. 

Congress should, at the earliest possible date, authorize United States member- 
ship in the Organization for Trade Cooperation. 


STATEMENTS OF SupporT FOR TRADE ADJUSTMENT PROGRAM 


John 8. Coleman, chairman of the board, former president of chamber of 
conumerce 


“IT do no want to suggest that while tariffs are being reduced there may not 
be some dislocations in certain limited sectors of industry. And I think that 
when such dislocations come about as a result of an overriding national policy 
the Government should take appropriate steps to cushion the transition. To 
Say that such changes may produce dislocations does not mean, however, that 
the changes should never be made. That would attribute a rigidity to our 
system which it does not have. The point I am making is that while we must 
not try to prevent these changes, we must find some form of governmental action 
to mitigate their effects.” 


William LL. Batt, former president, 8S. K. F. Industries 


“* * * the organization which I represent [Committee for a National Trade 
Policy] is quite prepared to support some phases of the proposals now before 
the Congress for easing the transitional difficulties of the workers and the firms 
which cannot make the shift on their own resources. 

“It is one thing, however, to be willing to ease this shift. It is quite another 
to block the shift altogether. As a nation, we can afford the first alternative; 
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but we cannot afford the second. We are caught up in a world in which we 
shall grow or die.” 
George L. Bell, president, Committee for a National Trade Policy 

“* * * in some cases American industry and labor might be seriously af- 
fected by imports of a competing product—not nearly so many as cry their 
fears—but still a few. They should be helped to adapt to such contingencies 
if successful adaptation is beyond their own resources to accomplish. The 
response of a dynamic free enterprise system is adaptation, not protection against 
import competition (except in the most exceptional cases, such as those involv- 
ing a clear case of national-security implications—a relief, I might add, that 
should not be abused). Legislation—some bills have already been proposed— 
is needed that would make available to industries, labor, and communities 
seriously affected by imports, Government assistance in helping them to convert 
to new forms of production and employment.” 


Fred H. Klopstock and Paul Meek, Federal Reserve Bank of New York 

“The policymaker is inevitably faced with a dilemma. On the one hand, the 
national economy stands to benefit directly by switching its resources to in- 
dustries where it does possess a comparative advantage from those where 
foreign costs and prices are lower than domestic enterprise can match. We 
gain from trade when costs differ and to equalize foreign and domestic costs 
would rob us of the gains in real income which regional specialization makes 
possible. Moreover, to curtail imports is to limit the expansion of markets for 
our more productive export industries. There may be much to be said for some 
special short-term assistance to enable industries, which are exposed to ruinous 
outside competition, to move into new activities where competitive coexistence 
is possible. The shifting of men and machines will be, of course, greatly facili- 
tated by the continued expansion of the domestic economy.” 


Dr. Howard 8. Piquet, senior specialist in international economics, Legislative 
Reference Service of the Library of Congress 

“In the belief that tariffs should be reduced in order to stimulate imports, 
it has been proposed that a program of adjustment assistance be adopted to 
facilitate the economic adjustments in the domestic economy that would be 
necessitated in cases where tariff reductions might cause some hardship. Such 
assistance would be modest in scope and would consist of increased allowances 
under the unemployment-insurance law, assistance to distressed communities, 
assistance through the Small Business Administration to companies finding it 
necessary to adjust to new lines of production, et cetera. Such a program would 
not be very costly since the displacement effects of tariff reduction are not very 
great. 

“The adoption of such a proposal would make it easier to reduce duties in the 
national interest, since those in positions of responsibility would realize that 
innocent victims of increased imports would not be called upon to bear the 
ultimate burden. It would also make it easier for the economy to adjust to lines 
of production more consistent with the aptitudes of the people and the environ- 
ment. Unless some such program is adopted, further tariff reductions un- 
doubtedly will result in intensified pressure upon Congress to legislate tariffs 
and other trade restrictions directly. This is already in evidence by the 
number of bills that have been introduced seeking to impose absolute import 
quotas and also by the recent experience with regard to lead and zinc.” 





Dr. W. 8. Woytinsky, economist and expert on international economics 


“More thought should be given to help the injured industry or community 
by means other than withdrawal of concession in tariff duties or suppression 
of competition by import quotas. Such measures may include loans for diversi- 
fying and modernizing production, accelerated amortization allowances for the 
industry, loans for community development, promotion of retraining and re- 
settlement of affected workers. All such measures may meet with serious ob- 
jections, but they seem preferable to the idea that consumers who prefer 
imported articles to the domestic product must be brought back to the domestic 
producers by high tariffs and low import quotas.” 


Walter 8. Salant, Brookings Institution 


“The fact that specific dislocations occur every day does not of itself imply, 
however, that Government has no responsibility to avoid or prevent the dislo- 
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eations that may result from its own acts, such as a reduction of import bar- 
riers. Some people argue that it is in the nature of business that it involves 
risks and that the Government need not be concerned. Others argue, or more 
often imply, that Government should not take the actions which will result in 
dislocations. It appears to me that if the Government is convinced that a re- 
duction of import barriers would be desirable and would be in the general 
interest on other grounds, it ought not to refrain from reducing them merely 
because somebody would be hurt. At the same time, I believe it clearly has a 
responsibility to undertake the reduction in a manner that causes the minimum 
of hardships. It seems to me perfectly feasible to work out a way of protecting 
the import-competing industries from the worst effects of dislocation ‘without 
avoiding dislocation itself. The painful effects can be minimized in a number 
of ways. I believe that it would also be possible to work out scheme to facili- 
tate the adjustment to these dislocations without getting into the difficulties 
that are involved in proposals to compensate for injury.” 


Richard N. Gardner, associate professor of law, Columbia University Law School 


“We ought to consider a new system of escape-clause relief under which a 
finding of injury to an industry (the terms being defined more narrowly 
than at present in accordance with my earlier observations) would be the 
occasion for a temporary tariff increase coupled with a temporary program 
of Government aid, mainly from existing sources. The sole purpose of the 
Government aid would be to assist the producers, workers, and communities to 
adjust to more efficient lines of production.” 


Charles P. Kindleberger, professor of economics, Massachusetts Institute of 
Technology 


“* * * it would be useful as an alternative to the imposition of tariffs under 
the escape clause or quotas under the national defense procedure to develop 
procedures for adjustment required by increases in imports of a substantial 
sort, where capital and labor are stranded and are not in a position to help 
themselves. Such industries might be designated by the President as entitled to 
special assistance from the Small Business Administration, in unemployment 
compensation, supported by the Federal Government through the States, in 
retraining programs, in the doubling of tax losses for carryover, ete. Such a 
designation and the benefits accruing under it should be limited in time, and 
should be made available only after special study and published findings by an 
adjustment board.” 


N. Arnold Tolles, professor of economics, New York State School of Industrial 
and Labor Relations, Cornell University 


“An alternative, or possibly a supplement, to automatic decreases in protec- 
tion, might be a policy of compensating the American producers who suffered 
serious injury because of increased imports from abroad. Instead of recom- 
mending increased import restrictions or resisting a reduction in such restric- 
tions, it would be better if the Tariff Commission certified such cases for special 
adjustment grants and/or loans by the United States Government. Instead of 
shoring up the position of domestic producers by increased or continued restric- 
tion of imports, the Government might better pay the cost to help to meet part 
of the injury from liberalized international trade. This kind of governmental 
assistance would help to meet the specific problems of American producers, 
while encouraging the growth of international trade. 

“This second proposal would be much less costly to the American economy 
as a whole than a policy of protectiqn against any imports which might threaten 
serious injury to an American industry. 

“The essence of this second proposal is that any specific serious injury from 
increased imports should be covered, in part, by the United States Government, 
when this serious injury was determined to be the result of relaxation of import 
restrictions. By these means it would be possible to reduce the present restric- 
tions on imports to the United States and to also face up to future cases where 
foreign imports might cause serious injury to certain American interests—not 
by restricting imports but by overcoming the problem of injury to the particular 
American interests which might suffer from the import competition. 

“A good precedent for this second proposal is provided in the arrangements 
for the new European Common Market. An integral part of this recent inter- 
national agreement consisted of a common adjustment fund, to be used to assist 
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the particular producers which might be injured by this plan of reducing 
trade barriers. The continental Europeans have evidently concluded that the 
gains of unrestricted international trade justify the indemnifying of the losses 
of those particular producers who may be injured by the reduction of trade 
barriers. 

“Various methods of compensating the injured American interests might be 
contemplated. First priority should be given to the wage earners in the industry 
which may be injured by the competition of increased imports. These wage 
earners have smaller reserves and more restricted opportunities than do the 
investors or managers of American enterprises. One feasible plan would be to 
increase the amount and duration of unemployment benefits of workers in any 
industry which might be certified (by the Tariff Commission or another appro- 
priate agency) as being threatened by loss of earning opportunity because of 
competitive imports. 

“Admittedly, it is difficult to provide an acceptable basis for indemnifying 
the owners and managers of invested capital in a company which is faced with 
serious injury because of increased imports. There are obvious problems con- 
nected with the determination of the true depreciated value of invested capi- 
tal and the extent of the potential decrease in the value and earning power of 
that capital as a result of any prospective increase in imported goods. How- 
ever, the United States Government might well provide some practical offset 
to the short-run injury to investors and managers in the form of accelerated 
depreciation (for income-tax purposes) in the form of longer periods of carry- 
back of past business losses (again for income-tax purposes) and in the form 
of low-interest or guaranteed loans to enterprises which might be certified as 
facing serious injury because of increased imports. Both the method of income- 
tax allowances and the method of low-interest loans have been used by the 
United States Government in similiar, and no more justified, cases than in the 
ease of the enterprise which faces this kind of immediate need for adjustment 
in the interest of the general economic welfare.” 


Jacob Viner, professor of economics, Princeton University 

“This is an interesting proposal, although the idea of compensating for the 
damage done by legislative reform or change is not new. According to some 
historians, the abolition of slavery in the British Empire came a generation 
sooner than it would have otherwise because the Government gave generous 
compensation. Similarly the British temperance movement in the 1870's and 
1880’s was able to reduce the opposition because the government reduced the num- 
ber of liquor licenses by buying up those it regarded as in excess at fair ap- 
praisal of their market value before the new legislation. The lesson I draw 
from this is that one of the arguments for compensation is not merely the equity 
of it but also that it makes reform possible by diminishing opposition.” 

Mr. Bremitier. From the beginning organized labor in America 
has been enthusiastic in its support of the reciprocal trade program. 
That is conditioned primarily upon two factors. 

First, we regard the continuation of the reciprocal trade program 
as very important to the welfare of the United States. 

We are convinced that if the free world is to remain free, if we 
are to defeat the Communist war threat, and they use trade as part 
of their war tactics against the free world, it is essential that we re- 
new the Reciprocal Trade Agreements Act for at least 5 years and, if 
possible, for an even longer period of time. 

It is obvious that the free world must continue to trade with the 
United States if it is to exist. 

The Russian blandishments grow in force every day. Khrushchev 
has left no stone unturned to try to undermine our trade agreements 
with the free world and to extend Communist trade. 

As this committee I am sure is aware, he has used the phrase that 
he has declared war on the United States, a trade war. 

Furthermore, this trade situation, in our opinion, becomes even 
more important to us with the emergence of the Common Market in 
Europe. 
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It was my pleasure and privilege last year to be one of the three 
public advisers to the American delegation to the GATT conference. 

I went on nomination of the labor movement. I was impressed at 
that conference primarily by two things. 

First of all, I want to say that I was impressed with the care, the 
diligence, and the spirit of protection of American industry with 
which our regular delegates there operated. I think they did an 
excellent job, and I think they were trying in every way possible 
to promote the best interests of this country. 

The second thing that impressed me at that conference was the very 
vital role which the Common Market will play in the future of the 
free world. You are familiar with the details, and I am not going 
to bore you with that. But I do want to stress the fact that the ne- 
gotiations that must be carried on in the years just ahead of us with 
the Common Market are of the utmost importance to this country. 
We have, as far as we can estimate, about 500,000 workers in this 
country whose jobs depend directly on trade with the Common Mar- 
ket area. 

Senator Kerr. How many ? 

Mr. Bremitier. About 500,000, and, if the Common Market is 
extended into the wider free trade area that is being discussed in 
Nurope, then the jobs of about 900,000 workers would be very di- 
rectly involved. 

It is, obviously, important that we do have good reciprocal re- 
lationships with those European countries. I want to emphasize that 
the American labor movement welcomes the formation of the Common 
Market, just as we welcomed the formation of the European Coal 
and Steel Community and the appearance of Euratom. We believe 
it strengthens the free world when we can get Europe more and more 
integrated. 

We have been asking for this development for a long time. But 
we do realize that this raises a problem that has to be worked out 
very carefully between the representatives of our Government and the 
representatives of the Common Market when the new tariff schedules 
are finally put out by the Common Market countries. 

Furthermore, we consider, as I have just been indicating, the exten- 
sion of reciprocal trade of great importance to American workers, 
because a great many jobs of American workers depend upon foreign 
trade. 

An estimate has been made by the Department of Commerce, which 
our economists think is a reasonable estimate, that it is probable that 
as high as 414 million jobs in this country are affected, directly and 
indirectly, by foreign trade. That is, obviously, a very important 
part of our economy. 

We are not unaware, however, that there are difficulties that arise 
from the reciprocal trade agreement, difficulties that we think should 
be adjusted. Certain industries do, from time to time, get affected 
adversely. We have long urged the strengthening of the peril-point 
and escape-clause features of the reciprocal trade agreement. 

But we think we should go beyond that area. We recommend 
heartily to the Congress the concept that has become known as the 
Trade Adjustment Act. It has been introduced in this House by 
Senator Kennedy, and, I believe, as an amendment by Senators 
Humphrey, Douglas, and 1 or 2 other Senators. 
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Basically, what we are proposing is to give the President, when 
the escape-clause procedures are asked for, a third alternative. 

At the present time, he may do 1 of 2 things. He may either reject 
any proposal and give no relief to the industry at all, or he may in- 
crease tariffs. These are the two alternatives he has when an in- 
dustry invokes this procedure. 

We propose a third alternative. We think it ought to be possible 
for the President to turn down the increase for a tariff, but say, on 
the other hand, “I am going to marshal the resources of the Ameri- 
can Government in an effort to find ways and means of either making 
it possible for this industry or segment of an industry to compete, 
or, on the other hand, I am going to make it possible for them to find 
a new line of activity in which this capital and equipment and these 
workers can find gainful occupation.” 

Senator Kerr. Do you feel that this legislation is necessary to 

make it possible for the President to be able to do that ? 

Mr. Bremer. We think it is needed, at least in certain areas, 
Senator. For example, we think one part of this procedure should 
be an extension of unemployment compensation to workers where 
such a finding is made and where it may be necessary for an extended 
retraining program for those workers. We think it is also desirable 
that there probably be a program of relocation of some workers set 
up. In those areas, we think, it is probable that some new legislation 
is needed. 

On the other hand, it is possible that the President does have enough 
authority in terms of the furnishing of technical advices and loans 
through the various Government loaning authorities which are in 
existence, to handle that phase of it. 

And, if you will note, one of the amendments which Senator Hum- 
phrey and Senator Douglas, et al., have proposed simply proposes 
that the President try to utilize whatever means are now available, 
and then report to the Congress if he needs additional means. 

We tihnk there are additional means needed. We would prefer the 
more far-reaching amendment. 

But, at a minimum, we would like to see that minimum amendment 
adopted which has been introduced, because we think this is a field 
in which, certainly, we should be exploring our possibilities. 

Senator Kerr. I must say that I entirely agree with you. I just 
don’t think he needs any new legislation to either enable him or re- 
mind him to want to do just that. 

Mr. Bremiuier. We think it might be advisable to at least remind 
him of this, and to, also, I say, in effect, with that particular type of 
amendment, to ask him to send additional proposals to us. 

May I just further point out there something that may be known 
to the committee. 

I am sure most of you have run across this. Acting upon the pat- 
tern of the European Coal and Steel Community, the Common Market 
countries of Europe do plan a rather extensive program in this direc- 
tion, and I think this is one of these occasions where we may have 
something to learn from the experience of our European friends. 

Furthermore, I want to just point out another thing that we suggest 
very strongly in our statement. We do think that the President ought 
to be instructed to, in turn, instruct our negotiators that they must 
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insist upon international fair labor standards. I want to explain 
what I mean by that, so there is no possible misunderstanding. 

What we want to be certain about is that the exporting countries 
do not permit workers in those industries to work below the wa 
scales of those countries. We recognize that there have been certain 
instances in which this situation has prevailed. Now, there have been 
times at the GATT meetings when this point has been made very 
forcibly by our American negotiators. 

One of the most recent, for example, was in 1955, when the Japa- 
nese agreement was up for negotiation. And at that time the Japa- 
nese did agree to this proposal, and we think this is an important 
proposal that should be driven home. 

Certainly, there is no reason why we should permit the use of 
dumping techniques based on substandard wages in foreign countries. 

And we think that, where such a situation exists, a warning should 
be given to the offending country that, in those areas of agreement 
where they are palpably paying wages below their own levels, in those 
instances we have a right to expect that we will not negotiate further 
on those items. 

Through the International Confederation of Free Trade Unions, in 
which the AFL-CIO plays a very important role, we are constantly 
pushing in all countries for an increase in the wage level of those 
countries and an increase in the standard of living. 

We do this for obvious reasons, not only humanitarian. As the 
standard of living increases in foreign countries, so does the demand 
for certain kinds of American products grow. 

I think probably one of the most lasting impressions I got from 
my brief visit to Europe last fall was that for the first time in Europe 
there is developing a consumer market in the sense that Americans 
understand it, that the average man in the street is at last becoming a 
purchaser of the kind of products that to Americans we take for 
granted in this day and age. 

And as we can help improve wage standards in European countries, 
so will the whole standard of living increase, so will the whole consumer 
market increase. 

And as that consumer market increases, we are confident that Ameri- 
can industry will get its fair share of those markets, and we think 
this is one of the important things that should be stressed. 

That, in brief, is our position. We would hope that there be no 
further amendments adopted. We are not happy about some of the 
amendments which the House adopted. 

We are not happy about the original provision of the bill that per- 
mits the President to raise tariffs to a higher level than we think in 
some instances they should be raised. 

But certainly at a minimum, we hope the Senate will adopt no 
further crippling amendments and that the Senate will give ver 
careful consideration to this trade adjustment concept. We iene 
you, Mr. Chairman, for the opportunity of appearing. 

The Cuamrman. Any questions ? 

Senator Kerr. I have 1 or 2 rather brief questions. I want to say, 
Mr. Biemiller, that I accept your statement on the 500,000 employees. 
I think it is a valid statement or you wouldn’t make it. I would 
appreciate your telling the committee how the figure was arrived at. 
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Mr. Bremiuier. On that, if I may, Senator, I regret to say I ex- 
pected to be accompanied today by our research director who is, un- 
fortunately, ill. But I will ask the research director to furnish the 
committee with that data so that you will have it for your files. 

Senator Kerr. I will be very glad if you would. 

Mr. Bremer. He is, unfortunately, ill at home or he would have 
been here today. 

Senator Kerr. The figures of 414 million has been used heretofore. 
I personally do not accept that as a valid estimate. 

Mr. Bremiutter. As I stated, Senator, all I can say is that our econo- 
mists informed me they think it is a valid estimate. 

Senator Kerr. I am not prepared to say that it isn’t. I just hadn’t 
seen any evidence that it is. It reminds me just a little bit of what a 
narrowminded member of another denomination said about the claims 
of the growth of membership in the Baptist Church. 

He said, “Yes, if you guys keep on getting as many more members 
every year as you claim you are going to, it won’t be too long before 
there will be more Baptists than there are people.” 

I think if we just get enough estimates of the kind like the 414 
million as to the number of workers who are benefited by these various 
things, I think we will have more beneficiaries than we have workers. 

Mr. Bremitier. I will be happy, as I said, Senator, to have our 
research people send you that information. 

Senator Kerr. All right. And if they would at the same time give 
us advice as to the number of jobs that have been eliminated or the 
number of employees that have been displaced by increasing imports. 

Mr. Bremiter. I will be happy to furnish you with that informa- 
tion. 

(The information requested is as follows :) 


AMERICAN FEDERATION OF LABOR 
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., July 3, 1958. 
Hon. Rosert S. KErr, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR Kerr: When I appeared before the Senate Finance Committee 
to testify on the Reciprocal Trade Agreements Act of 1958 (S. 2907) on June 25, 
you asked me questions regarding the sources of a number of figures that I 
used to indicate the impact of foreign trade on employment. Our research 
department has furnished me with the following information regarding these 
figures : 

1. Lindicated in my statement that jobs of about 500,000 workers in the United 
States during the years 1955-56 depended on exports to six European Common 
Market countries. This figure is an estimate based on the proportion of total 
United States exports which went to the six European Common Market coun- 
tries during that period. These countries received 16 percent of our exports. 
The total number of workers as estimated by the Labor Department whose jobs 
depended on exports in 1956 were approximately 3,100,000." 

If it is assumed that 16 percent of the 3,100,000 workers whose jobs depend 
on exports can be attributed to the exports to the ECM countries, then the 
number of such workers can be estimated at approximately 500,000. 

2. You requested an explanation of the figure used of 414 million workers 
whose jobs depend on foreign trade either directly or indirectly. I indicated 
in a footnote in my statement that this figure had been used by the United 


1 See statement on Employment, Wage, and Foreign Trade, by the U. S. Bureau of Labor 
Statistics, published in compendium of papers on United States Foreign Trade Policy, pub- 
oe by the Subcommittee on Foreign Trade Policy of the House Committee on Ways and 

eans. 
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States Department of Commerce in one of the papers in the compendium of the 
House Subcommittee on Foreign Trade Policy to which I have already referred. 
However, the Department of Commerce figures are based on estimates given 
by the Department of Labor given in the same source on page 761. That 
figure in turn brings up to date a previous estimate developed by the Depart- 
ment of Labor for the Commission on Foreign Economie Policy which is shown 
in the staff papers presented to the Commission on Economic Policy in February 
1954, beginning on page 373. These figures are based essentially on an analysis 
which the Bureau of Labor Statistics developed for estimating the proportion 
of the output of each major industry which goes to various other industries 
and also for exports. Full explanation of the estimate of the number of jobs 
depending on exports will be found on pages 374-375 of the staff papers of the 
Commission on Foreign Bconomic Policy. 

3. You also requested any information we could provide on the number of 
jobs that may have been eliminated as the result of increased imports. As I 
indicated in my statement, it has been estimated that if all tariffs were to be 
temporarily suspended only 200,000 to 400,000 workers might be affected, of 
whom only one-third are in nonfarm employment. These are also estimates 
of the Department of Labor which were developed on the basis of estimates 
of the impact on foreign trade dollar volume which might result from tariff 
suspensions, worked out by Dr. Howard S. Piquet, formerly with the Tariff 
Commission and now a senior economist in the Legislative Reference Service of 
the Library of Congress. However, as I have indicated in my statement, the 
actual number of workers affected by imports is much smaller than these figures 
would indicate, because we have had no such drastic tariff liberalization as 
would occur with temporary suspension of all tariffs. The Labor Department 
has estimated in a paper prepared for the compendium of the House Subcom- 
mittee on Foreign Trade Policy (pp. 762, 763) that in industries where the 
Tariff Commission found injury or threat of injury, maximum displacement 
was only 28,000. There may, of course, have been some displacement of workers 
in other industries, but these are either industries which have not applied to 
the Tariff Commission for relief or where the Tariff Commission found so little 
effect of imports that it felt there was no justification for tariff relief. All of 
these figures clearly indicate that the number of workers who have been dis- 
placed by imports is in any case relatively small. However, as I emphasized 
in my statement, however small the number of workers affected may be, we feel 
very strongly that an effective trade adjustment program should be developed 
so as to meet their special problems. 

I trust that this information will be of use to you in considering the need 
for enactment of the trade agreements extension bill. 

Sincerely yours, 
ANDREW J. BIEMILLER, 
Director, Legislative Department. 


The Cuarrman. Are there any further questions? 
We appreciate very much your appearance, sir. 
Mr. Bremitier. Thank you, sir. 


The Cuarrman. The next witness is Mr. William A. Mitchell, the 
American Bankers Association. 


STATEMENT OF WILLIAM A. MITCHELL, CHAIRMAN, ADVISORY 
COMMITTEE ON SPECIAL ACTIVITIES, AMERICAN BANKERS 
ASSOCIATION; ACCOMPANIED BY EUGENE ZORN, ECONOMIST, 

AMERICAN BANKERS ASSOCIATION 


Mr. Mircueyt. I am William A. Mitchell, representing the Ameri- 
can Bankers Association. 

At my left is Mr. Eugene Zorn, the economist for the American 
Bankers Association. 

I am the president of the Central Trust Co., Cincinnati, and am 
chairman of the advisory committee on special activities of the Ameri- 
can Bankers Association. 
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The association welcomes this opportunity to express its views on 
H. R. 12591, the Trade Agreements Extension Act of 1958. 

At its annual convention in 1953, the American Bankers Association 
adopted the following resolution : 


A nation can sell abroad only as it buys abroad. We believe that the United 
States should live up to its international responsibilities as the world’s greatest 
creditor and producing nation by continuing to open its markets increasingly to 
foreign goods. Such a policy will help to create a larger volume of world trade, 
the eventual restoration of freely convertible currencies, and stronger economies 
in the United States and other nations of the free world. 

We endorse and approve the action of the 83d Congress in extending the 
Reciprocal Trade Agreements Act and enacting the Customs Simplification Act. 
We urge that all practicable steps be taken to demonstrate to the world our 
determination to lead in the cooperative effort to expand international trade for 
mutual benefits in prosperity and security. 


Today, as the extension of the Reciprocal Trade Agreements Act is 
being considered once again, the association has reasserted its unequiv- 
ocal support of the trade agreements program. Between our annual 
conventions which are held in the fall, the policy powers of the associa- 
tion are vested in the executive council. 

On April 22 of this year, upon the unanimous recommendation of 
the advisory committee on special activities and the economic policy 
commission, the executive council adopted the following ronnie 
which I am privileged to present to you at this time: 


Over the past several months, the economic decline in this country has empha- 
sized the pervasive interdependence of the economies of the free world. If long 
continued, the recession here would pose a serious threat to the economic stabil- 
ity of friendly nations abroad, because our foreign investment outlays and our 
imports and exports exert on important influence on the level of econemic 
activity of these countries. 

In turn, if economic conditions abroad were to become unfavorable, this 
would intensify our own distress by reducing demand for the products of our 
export industries. 

Over the past 25 years much has been achieved in the way of developing a 
foreign economic policy that is truly in the national interest. Our efforts to 
reduce restrictive and discriminatory barriers to the expansion of world trade, 
our mutual-security program, our economic and technical assistance programs, 
and our encouragement of American private investment abroad, have strength- 
ened our own Nation economically and politically and have enhanced the eco- 
nomic stability and military security of the nations of the free world. 

Indeed, the present strength of the free world can be attributed in large part 
to our foreign economic policy since World War II. 

In view of the mounting economic and military challenge of the Communist 
nations, it would be extremely unfortunate if we were to allow domestic eco- 
nomic difficulties of a transitory nature to turn our foreign economic policy back 
toward economic isolationism. 

From the point of view of our own industrial recovery, it is important that 
American private investment abroad continue to expand, for such investment 
increases the dollar purchasing power of foreign nations, thereby raising demand 
for the products of American industries. 

Broadening the market for American exports also requires that we continue 
to negotiate for the reduction of barriers to the international movement of goods 
and currencies. 

It would be fallacious and dangerous for us to try to stimulate economic 
recovery in the United States by placing greater restrictions on the entry of 
products from abroad. Such restrictions would serve to increase the impact 
of the current recession on other nations of the free world and to depress fur- 
ther the demand for products of our own export industries. 

By broadening the market for our own products and stimulating world trade 
in general, we can make an important contribution to the economic well-being 
both of the United States and of the entire free world. 
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In view of the foregoing considerations : Therefore, be it 

Resolved, That the executive council of the American Bankers Association 
go on record as approving the 5-year extension of the reciprocal trade agree- 
ments program, and the related legislation necessary to its effective implemen- 
tation. 

Senator Kerr. Thank you very much, Mr. Mitchell. 

Are there any questions? 

We thank you for bringing us your statement. 

Mr. Mrreney. I appreciate the opportunity of appearing, sir. 

Senator Kerr. Paul Hoffman, Pasadena, Calf. 

Weare glad to have you, Mr. Hoffman. 


STATEMENT OF PAUL G. HOFFMAN, PASADENA, CALIF. 


Mr. Horrman. First of all, Mr. Chairman, I would like to thank 
the committee for this opportunity to appear here today in support of 
H. R. 12591, the Trade Agreements Extension Act of 1958, as passed 
by the House of Representatives. 

I am appearing before the committee in my personal capacity. 
I am presently chairman of the board and treasurer of the Hoffman 
Specialty Manufacturing Co., of Indianapolis, Ind., and chairman of 
the American Committee on United Europe. 

The decision which the Congress must take on H. R. 12591 is certain 
to have vital political as well as commercial results. 

It may influence in a substantial way the outcome of the struggle 
between the free world and the Communist world. This has been 
called: “The struggle of the century for the century.” 

Those are dramatic words, but I happen to believe that they are 
words of great truth. 

Senator Kerr. If we had time, I would ask you to tell me what 
they meant, but, since we haven’t, I will ponder it. 

Mr. Horrman. All right, sir. I have the deep conviction that the 
nations of the free world can win out in this struggle if they utilize 
fully their potential strength. 

I also have the deep conviction that, if they are to realize on that 
potential, they must, among other measures, promote freer trade. 

Lest there be any misunderstanding, let me say at once that I am 
in favor of freer trade—not free trade. Free trade is a theoretical 
ideal which I think cannot be realized in practice and which would, 
in any event, raise problems of such magnitude that it is questionable 
whether its advantages could ever outweigh its disadvantages. 

Freer trade, on the other hand, involves quite a different concept. 
We all know of trade barriers which exist in every country in the free 
world which would better be relaxed or removed. ‘These are the 
barriers which, for reasons of narrow national pressures, inhibit the 
expansion of world trade—world trade which brings common benefits 
to all nations engaged in such trade, and which represent one of the 
bases for the kind of economic expansion which we in the United 
States must have and which all the peoples of the world are seeking 
with great urgency. We know these barriers exist and we know they 
can be relaxed or removed without the kind of fundamental adjustment 
which might be the consequence of completely free trade. 

The critical importance of freer trade for any nation was brought 
home to me during the period I had the privilege of being Adminis- 
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trator of the Economic Cooperation Administration or, as it was 
commonly known, the Marshall plan. 

In the year 1948, despite the fact that world trade had almost dou- 
bled during the 50-year period, trade among the European nations 
was at a slightly lower level than at the turn of the century. 

I would like to repeat that statement, if I can, because it made 
a very deep impression on me when I first went to Europe, that in the 
year of 1948, despite the fact that world trade had almost doubled 
during the 50-year period, trade among the European nations was, 
that is intra-European trade, was at a slightly lower level than at the 
turn of the century. 

It might be that it was knowledge of this fact that led to the con- 
gressional directive to the Administration of ECA to take vigorous 
steps to restore trade among the European nations which were to re- 
ceive Marshall plan assistance. 

The language of that directive is interesting. This is the language: 

Mindful of the advantages which the United States has enjoyed through the 
existence of a large domestic market with no internal trade barriers, and be- 
lieving that similar advantages can accrue to the countries of Europe, it is 
declared to be the policy of the people of the United States to encourage these 
countries through a joint organization to exert sustained common efforts which 
will speedily achieve that economic cooperation in Europe which is essential for 
lasting peace and prosperity. 

We in the ECA did take vigorous steps that the Congress proposed 
to restore intra-European trade, obtaining first agreement among the 
European nations for a sharp reduction in import restrictions and we 
later established the European Payments Union to facilitate the fi- 
nancing of this trade. 

It might be a matter of some interest that that agreement to reduce 
import quotas was achieved at 3 a. m. one morning after about a 12- 
hour session, because, of course, you had many interests in Europe 
that were opposed to any reduction whatsoever in quotas or trade 
restrictions. 

Between 1948 and 1952, the 4 years of the Marshall program, West- 
ern Europe’s gross national product increased by 25 percent and intra- 
European trade by 73 percent. 

Furthermore, it is estimated that the mutual aid generated by the 
Marshall program enabled us to reduce the cost of that program by a 
substantial amount, perhaps as much as $2 billion. 

This demonstration in the benefits that flow from the liberation of 
trade was not lost upon the Europeans themselves. Indeed, many of 
them, particularly such forward-looking leaders as Jean Monnet, 
Paul-Henri Sank, Robert Schuman, and Konrad Adenauer, were 
determined to go further. 

Utilizing the momentum generated by the Marshall plan, they 
launched a bold new program not only for further reducing bar- 
riers to trade, but for integrating the western European economy. 

The first major step in this program was the Schuman plan for 
pooling Europe’s coal and steel resources. Proposed by France’s 
Robert Schuman in 1950, the European Coal and Steel Community 
was established in 1952, with six participating nations: Belgium, 
France, West Germany, Italy, Luxembourg, and the Netherlands. 

The results have exceeded even Mr. Monnet’s optimistic expecta- 
tions. Production in coal and steel has risen to record levels, 
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Trade in coal and steel within the community increased by 93 per- 
cent between 1952 and 1955 as compared with a 59 percent increase for 
other products. Nor have the beneficial effects of the Schuman plan 
been restricted to the six-nation area alone. 

Imports of coal and steel into the community have risen during 
this period by 41 percent and exports by 34 percent. 

Indeed, and this to me was interesting, the community has become 
our best overseas customer of American coal, buying 54 percent of our 
total coal exports in 1956, and even more in 1957, and yet there were 
many predictions made in the United States that if the community 
did come into being, it would restrict American imports to a point 
where we couldn’t sell coal to Europe at all. 

If that is not a striking demonstration of what an improved economy 
can do in providing more business for America, I do not know of one. 
Building upon the demonstrated success of the Schuman plan, the six 
nations have recently taken a decisive step toward full economic co- 
operation. 

Senator Kerr. A very important difference, if you will pardon me 
for interruption, you used in the text “full economic unification.” 

Your statement was “full economic cooperation.” Which do you 
mean ¢ 

Mr. Horrman. Integration. 

Senator Kerr. Neither? 

Mr. Horrman. Integration. Neither. Well, that is a matter of 
words. 

Senator Kerr. I am just asking you. The page has “unification,” 
the spoken word was “cooperation.” 

Mr. Horrman. I should have said integration. 

Senator Kerr. You actually meant integration ? 

Mr. Horrman. SoI was wrong on all counts. 

On January 1 of this year, measures for creating both a European 
Atomic Energy Community for peaceful purposes and a European 
Economic Community came into effect. 

Under the latter measure, the Common Market, the 6 nations have 
agreed to progressively eliminate, over the next 12 to 15 years, all 
tariffs and quotas on trade among themselves. 

At the same time, a common external tariff will gradually replace 
national tariffs on imports from outside the community. The external 
tariff will, in general, be fixed at the average of the national tariffs 
which it replaces. 

The Common Market, like the Schuman plan before it, represents 
an opportunity for substantially increasing trade between Europe and 
the rest of the world. 

This is a very great fear of mine: It could also become an inward 
looking, protectionist device for promoting trade within Europe at 
the expense of world trade. The key as to which direction the Com- 
mon Market will take lies largely in our hands. If we set the right 
example, those in authority in the Common Market will be encouraged 
to do likewise. 

Furthermore, of equal importance, H. R. 12591 gives us the bar- 
gaining power we need: First, the authority requested, 5-percent re- 
duction per year, used selectively, would enable our negotiators to 
bargain for reductions in the external common market tariff at ap- 
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proximately the same rate as the internal reductions will take place. 
This would minimize the discrimination against United States exports 
which will otherwise occur. 

Second, a minimum renewal of 5 years is necessary in order to carry 
our bargaining authority through the first 4-year period of the Com- 
mon Market, January 1, 1962. By that time, an overall reduction in 
internal tariffs of 30 percent will have been achieved and further, the 
first common external duties will likewise have been established. 

Moreover, it is important that our bargaining authority be assured 
of 5 years of continuity and stability since, as the President points out, 
our proposals must be preceded by painstaking preparations. 

The Common Market countries have already indicated their willing- 
ness to enter negotiations for reducing the external tariff in return for 
equivalent concessions on the part of third countries. It is now up to 
us to meet our European allies halfway. 

In conclusion may I emphasize the central point which I have tried 
to suggest in this brief statement: That the European Economic 
Community is an historic development of major proportions, that it 
presents to us a challenge that is almost unprecedented in the field of 
our foreign trade policy. 

In the rapidly moving world of today and in the face of the massive 
Soviet economic and political offensive, the European movement to- 
ward unification has thrust upon us a crucial decision: Do we by the 
policy the Congress will adopt this year take steps to bind ourselves 
more closely to our friends and allies in Europe and in the rest of the 
free world, or do we withdraw within ourselves in narrow, protective 
isolation ? 

The Common Market can greatly strengthen the free world if by 
building an expanding integrated economy in Western Europe, it can 
assure the rising standards of living for the peoples of that area that 
everyone in the world is seeking. But it will not strengthen the free 
world if the European community retires to itself in regional autarchy 
and neutralist self-sufficiency. 

The direction it goes will depend very largely on what the United 
States Congress does with this trade bill. Our world leadership is 
involved here and upon that leadership depends our ultimate success 
or failure.in our fateful contest with the Soviets and their system. 

For more than 10 years it has been a primary objective of the Rus- 
sian dictatorship to undermine our world leadership and to tear down 
our world prestige in every way they have found open to them. It is 
my frank opinion that this United States Congress could render the 
Russians no greater service than by failing to pass this bill in a fully 
adequate form. 

A 5-year extension would be a tonic to the free world. It would be 
a direct and open declaration that the United States is prepared to 
cooperate with all free nations in the development of their resources 
and in the effort at common realization of the drive of all of us for 
higher standards of living. We need this declaration and the world 
needs it. 

Now, if I can have one more minute, I would like to tell you of a 
decision which we made in ECA which in my opinion turned out to be 
of very substantial importance. 

One of the very first. questions we had to face was what to do about 
Western Germany. 
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Remember this is 1948, and the memories of the war are vivid. 
There was, of course, a great popular demand for revenge against 
Germany on the part of the European nations which had been invaded 
by Hitler’s armies. 

It would have been quite a natural thing for the representatives of 
these nations to insist that Western Germany be given no help. 

I think it was a matter of great historic importance, and in fact 
never in my opinion has it been properly recognized, that the represen- 
tatives of these countries, and this includes representatives from 
France, from Great Britain, from the Netherlands, from Norway, 
from Denmark, all of which had been brutally invaded by Hitler’s 
armies, voted unanimously to include Western Germany in the Mar- 
shall plan. 

Of course, we wanted that. Why? Because it was perfectly clear 
that 1 of the great areas of test between the 2 systems was Western 
Germany and Eastern Germany. 

If Western Germany had been held down and there had not been 
recovery in Western Germany, if Eastern Germany had surpassed 
it, you would have had an example of what the Communist system 
might do that would have had telling effect all through Europe. 

Instead with the help given by America, Western Gcermany staged 
a miraculous recovery, with what result? That every Eastern Ger- 
man can look across the line and see what a free economic system can 
do for a country. 

All he needs to do is look around him to see what the Soviet system 
will do. So you have an example and a powerful force, and the pri- 
mary reason for the seething unrest in the satellite countries, for the 
fact they have never accepted the Communist ideology. 

And if you have read what Stalin wrote in 1945-46, you know 
that it was his hope that by 1955, the people in the satellite countries 
would have accepted the Communist ideology and Russian domina- 
tion. 

Instead, they look across the line and see people who are living 
not only freer lives, free lives, but making a better living. 

And as long as that continues, we need have no fear of there being 
any voluntary acceptance of communism in the satellite countries. 

The integration of the European countries is vital. Why? Be- 
cause they are strictly up against this monolithic power of Russia 
with its 200 million people, and only through integration can Western 
Europe compete. 

So this historic development is essential in this world struggle. 
But it is also essential that it not become, that this integration not 
become inward looking. 

I know most of the heads of the nations, or the principal people in- 
volved in this Common Market, they all want this to be a device, a 
development for expanding world trade, and they look to us for 
leadership in the direction of freer trade. 

If we give it, I think we can be certain that the Common Market 
will become one of the great forces in the world that in the balance 
might substantially influence the final result in this struggle. 

Thank you very much, sir. 

The Cuarrman. Thank you, Mr. Hoffman. 

Are there any questions ? 
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Senator WittrAms. I want to ask a question in connection with 
what you said. 

Was this decision you are referring to the reversal of the so-called 
Morgenthau plan at that time ? 

Mr. Horrman. Yes, in a way it was. However, the Morgenthau 
plan had passed out before the Marshall plan came in. 

Senator Witu1aMs. That is true. 

Mr. Horrman. Yes. 

Senator WitirAMs. But this is a complete repudiation of the Mar- 
shall plan. 

Mr. Horrman. It is the complete repudiation of the concept of a 
pastoral Germany. 

The Cuatrman. Senator Kerr. 

Senator Kerr. I have an observation on the question and answer 

Were we in the war or had the war been won and was it behind 
us when the so-called Morgenthau proposal was made ? 

Mr. Horrman. I don’t trust my memory on that. 

It was just about the end of the war, but I couldn’t give you the 
date. There were various proposals as to what might be done with 
defeated Germany. 

Senator Kerr. It was while he was Secretary of the Treasury ? 

Mr. Horrman. Yes. The Morgenthau proposal was that Germany 
become a pastural state, and, of course, the position we took on the 
Marshall plan was that restoration of industry in Western Germany 
was essential to European recovery. 

Senator Kerr. I was interested in a statement you made in Paris 
in August of 1949, Mr. Hoffman, that automobiles were not the kind 
of exports that could be increased to the United States. Do you 
recall that ? 

Mr. Horrman. Didn’t I qualify that? In any way? 

Senator Kerr. Now you may have, but it was not in the news report 
that I saw. 

Mr. Horrman. If I made that statement, I am proved, as I have 
before, to have been a false prophet, because exports have increased, 
but they still represent a very small part of the total production. 

Senator Kerr. On page 5 you say in the second paragraph : 

The common-market countries have already indicated their willingness to 
enter negotiations for reducing the external tariff in return for equivalent 
concessions on the part of third countries. 

It is now up to us to meet our European allies halfway. 

It is a fact, is it not, that any concessions we would work out and 
give to this European Economic Community, I believe they call it, 


would under the agreements we have in effect with all of the signatory 
nations, be available to all of them ? 


Mr. Horrman. Correct. 

Senator Kerr. So that any concession we made wouldn’t be limited 
to European Economic Community ? 

Mr. Horrman. No, sir. 

Senator Kerr. There is no such thing as us working out a conces- 
sion either with that community or with any nation ? 

Mr. Horrman. That is right. 

Senator Kerr. That would be limited to the identity with whom 
the negotiation was made ? 
Mr. Horrman. That is correct, sir. 
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Senator Kerr. That is all. 

The Cuatrman. Any further questions 4 

Senator Wiu1ams. In connection with your statement in regard 
to the possible importation of automobiles into this country, do you 
foresee the day when perhaps we would have to impose a tariff to 
protect our automobile industry ? 

Mr. Horrman. I haven’t really been associated actively in the auto- 
mobile industry since 1948, so that goes a long ways back, but during 
the time I was associated with the industry actively, in a management 
capacity, our position was always one of not favoring any tariff 
whatever. 

We would have the 10 percent eliminated. As far as I know, that 
is still the position of the industry. 

The industry substantially has it in its power any time it wants to 
reduce imports by building the kind of a car that the Europeans are 
exporting to us today, which we don’t build except for the Nash- 
Rambler. 

Senator Kerr. I understood that that was the position of the 
industry, but I was asking you for your opinion. 

Mr. Horrman. In my own opinion, if the automobile industry can’t 
compete with the European automobile industry, it is a sad state of 
affairs. 

Senator Kerr. Then in your opinion, you can’t foresee at any future 
date where we would ever be required to have a tariff ? 

Mr. Horrman. I would be utterly ashamed of the automobile in- 
dustry if it asked for tariffs. 

Senator Kerr. No further questions. 

Senator Cartson. I would just like to state this. 

It must be a great satisfaction to you, Mr. Hoffman, to look back 
at the changes that have taken place in Europe since 1948 when 
you were first sent over there in charge of the Marshall plan and 
observed the conditions, not only the improved economic conditions 
of the countries but the living conditions and the breaking down of 
those barriers which you mentioned. 

I happened to spend some time there in 1951, and in fact I left 
Frankfort, Germany, on the evening of November 10, and arrived in 
Paris on November 11, which was the anniversary of the Armistice 
Day and I could sense the feeling they were ready to start marching 
again and it must be a great satisfaction to have participated in 
that. 

Mr. Horrman. It is a great satisfaction. I would like to say here 
something that I said many times. It was the Europeans that saved 
Europe. I think it was of historic importance because, in 1947, if it 
had not been for our help which was crucial, nothing, in my opinion, 
could have prevented the domination of Western Europe by Moscow. 
With the domination of Western Europe, one point I would like to 
simply make, because of the fact that the Marchall plan has occasion- 
ally been referred to as a “giveaway” program, that on the highest 
military authority, our defense expenditures would have been $10 bil- 
lion a year more than they have been in order to prepare adequate 
defense. 

So the Marshall plan did not cost us $15 million. It saved us un- 
told billions of dollars. 
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Thank you, sir. 

Senator Fianpers. I didn’t intend, Paul, to let you off so easily. 

Mr. Horrman. I rage? bay hoping, Senator Flanders. 

Senator Fianpers. Mr. Chairman, in the first place I want to join 
with Senator Carlson in saying this: that one of the mysteries to 
me is the continuous year after year description of the Marshall 
plan as having been a “giveaway” program. 

I just don’t understand the mentality of the people who do not see 
what the Marshall plan did and how it made all the difference between 
living in a Communist world and living in a world in which a large 
area of it is free and proving the benefits of freedom. 

Whenever I hear a statement of that sort, I feel moved—well, in 
the first place, I wonder what the mental processes are back of that 
point of view. It is the greatest achievement of our century. 

Senator Martin. Will the Senator yield there ? 

Senator Fianpers. Yes. 

Senator Martin. Mr. Chairman, isn’t it largely because all of us 
are selfish? We would like to have these grants made to something in 
which we are individually interested rather than the overall picture. 
The overall picture is to solidify things and to create proper individual 
thinking. But we are all naturally created selfish, and we want it for 
something in which we are individually interested rather than the 
overall picture. 

Senator Fianvers. I wonder whether that doesn’t get down to mak- 
ing a distinction between intelligent selfishness and stupid selfishness. 
Intelligent selfishness would support the Marshall plan. 

Senator Martin. If the Senator would yield again, the distinguished 
Senator from Vermont comes from that part of the country where 
you are probably better educated than we are in the part where I live, 
and you can see those things much better, probably, than I do. 

Senator Fianpers. Well, I went through high school. 

(Discussion off the record.) 

Senator Fianpers. Mr. Chairman, I would like to get down to busi- 
ness. May I inquire, Mr. Hoffman, whether you feel that an expanded 
world trade is desirable, in itself, without qualifications? 

Mr. Horrman. Yes, sir. 

Senator Fianpers. What are the things that make an expanded 
world trade desirable in itself ? 

Mr. Horrman. I think everything that makes expanded trade in 
Los Angeles, Calif., desirable makes world trade desirable. In other 
words, I think that, as we specialize, certain people produce better 
goods at lower costs, and everybody benefits from it. I think, with 
world trade, we have already seen that there are benefits flowing from 
it to every country in which the expanded trade takes place. 

Senator FianpErs. Then you seem to pin the benefits of expanded 
world trade on the benefits of each area specializing on the things 
that it could do best ? 

Mr. Horrman. I think that that is the principle under which you 
operate. In other words, it is one of the oldest principles in our eco- 
nomic life; that, with specialization, we do bring lower costs and it 
helps expand markets. 

You can’t just apply that in a blanket way. I have tried to make 
it perfectly clear that I think we have to move toward freer trade. It 
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is the movement that is important, the moving toward it. Iam not for 
a moment suggesting that we ought to suddenly impose free trade. 
That is something else again. 

Senator Fianpers. Now, you expressed that sentiment in your 
testimony here at the top of page 2: 

Lest there be any misunderstanding, let me say at once that I am in favor 
of freer trade—not free trade. Free trade is a theoretical ideal which, I think, 
cannot be realized in practice and which would, in any event, raise problems 


of such magnitude that it is questionable whether its advantages could ever 
outweigh its disadvantages. 


Freer trade, on the other hand, involves quite a different concept. We all 
know of trade barriers which exist in every country in the free world which 
would better be relaxed or removed. 

That is your formal statement. 

Mr. Horrman. That is right. 

Senator FLanpers. Of what you have just said, informally. 

Mr. Horrman. Yes. 

Senator Fianpers. Do not these advantages, however, come back 
to their expression in the most intelligent and most precise exponents 
of free trade itself? I am not accusing those in support of the recip- 
rocal-trade treaties of being freetraders. Yet, after all, the advan- 
tages we expect to gain are the advantages which are supposed to 
inhere in free trade. 

In my own mind, simply because I remember back into the early 
twenties, I think of Professor Tausig, of Harvard, who made such 
a case for free trade that it convinced me of being the ideal and the 
ultimate thing, and the advantages which he set forth for the ulti- 
mate thing seem, to me, to be the advantages which, in a measured 
degree, not in the complete and ultimate degree, are the same ad- 
vantages, in a measured degree, which you expect to attain by re- 
ciprocal trade. 

Mr. Horrman. Yes, sir. I think, theoretically, you can make a very 
good case for free trade, but we haven’t had free trade and, as a con- 
sequence, we do have vested interests throughout the world. 

And what we need is a period of adjustment so we can adjust to new 
conditions. Now, as the world shrinks, and it is shrinking very 
rapidly, I think the movement toward freer trade will be accelerated. 
But I don’t think I am going to live to see the day when free trade, 
as such, would be desirable. 

I think freer trade, a movement toward freer trade, ought to be 
an established policy. 

So long as you have given me a chance to say this, I would like to 
speak, very specifically, to the need of this 5-year period as against 
any shorter period, because, in trying to expand exports from Europe 
in order to cut down the cost of the Marshall plan, we were constantly 
up against the accusation that our tariff policy was so unstable that 
no manufacturer with good sense would dare undertake an attempt 
to build a market here in America for his goods. 

Stability in tariff policy, in my opinion, is as important as moving 
toward freer trade. They go together. I think to shorten the period 
would accomplish nothing. It wouldn’t serve notice on the rest of 
the world that we propose to work together and stick together in 
this great struggle which, I think, is of all importance. 
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Senator Fianprrs. What the European people are asking for, as 
you describe, is not a stability of situation which might result, even 
though the expansion of the reciprocal-trade policy were terminated, 
but they are asking, are they not, for a continuing stability of direc- 
tion and movement. 

Mr. Horrman. That is correct, sir. 

Senator Fianpers. They want a stability of direction and move- 
ment. That is, after all, a little bit different thing from a stability 
of present conditions. 

Mr. Horrman. I think they are very different things, sir. 

Senator FLanpers. It seems to me that a distinction should be made 
between those, because constantly, in mail, in conversations, and in 
testimony, the assumption is made that if at any time we cease to 
progress along the reciprocal trade treaty route, we then go back to the 
Smoot- Hawley tariff. 

Mr. Horrman. That is right. 

Senator Fianpers. That is said over and over again, and I think, 
in the minds of most of the citizens supporting the expansion of the 
reciprocal trade, the continuance of the reciprocal trade program, 


somebody, somehow or other, has instilled in their minds the idea that 
the alternative is to go back to the Smoot-Hawley tariff. 

Mr. Horrman. That is correct. 

Senator Fianvers. Now, you know that isn’t so, and I know it isn’t 


so. 
Mr. Horrman. Sure. 

Senator Fianprrs. But that is the moving spirit behind much of 
the support of the reciprocal-trade treaties. 

Mr. Horrman. I think one fact that, perhaps, I didn’t stress suffi- 
ciently is this: That, under the so-called Rome treaties, there is to be 
a reduction of 30 percent in the tariffs over the first 4-year period. 

Now the reciprocal trade agreements give the right to a 5 percent 
reduction a year. 

If we made full utilization of that, it would be 25 percent. 

Now, if we are going to bargain with these people, I want to make 
this clear. I think it is important to have a good bargaining position. 

If they feel our policy is in this direction, I think we can have a 
determining influence in their policies as regards external trade. 

I think we can add our force to the force of the enlightened people 
within the movement, and out of that will come a steady movement 
downward of their external tariffs as we move downward, and to the 
benefit of everybody. 

I can tell you that if this is a 2-year extension, it would put us at a 
very great disadvantage . 

In other words, if I had the problem of bargaining with Europeans, 
and I bargained with them for years, I would want at least the assur- 
ance that there would be 5 years in which tariffs on selected products 
could be reduced 5 percent a year because I would say to them cold 
turkey, “Now listen, if you want to see any trade with the United 
States, you have got to reduce your tariffs as we reduce ours.” 

This is, as I say, a bargaining element that I don’t think should be 
overlooked. I think one further thing, so long as you have given me 
a chance. 

I shouldn’t say this, but I don’t think anyone can estimate the up- 
surge that is going to come to that European economy as a result of 
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this integration and the potentialities of that market to the Unied 
States. 

Our whole history proves that we do most of our business with peo- 
ple whose standards of living are high. 

The standards of living in Europe, if the integration goes forward, 
can, in my opinion, jump as much as 25 or 30 percent in the next 5 or 
6 years. 

That is going to mean a tremendous opportunity for the export of 
United States goods into those countries and for our imports from 
them. Remember, you have got to match them one with the other. 

Senator FLANpErs. Speaking of the European Common Market, I 
have said for many years that Europe could do more for itself than we 
could possibly do for it in establishing that Common Market. 

Mr. Horrman. That is right. 

Senator FLanpers. You were making the case that they would also 
be doing something for us in establishing the Common Market. 

Mr. Horrman. That is right. 

Senator Fianpers. I note on page 5, near the foot of the page, you 
say: 
But it will not strengthen the free world if the European Community retires 
itself in regional autarky and neutralist self-sufficiency. 

There are two things involved in that statement. One is the ques- 
tion of immediate self-interest and the other is the long-range self- 
interest of the free world. 

I have been somewhat disturbed in the representations that are made 
to us from year to year when this question comes up in this room, on 
the assumption that the strengthening of the free world is the great 
thing and that everything else in comparison is of minor importance. 

The economic strength of this country is of primary importance in 
the opinion, I believe, of all of us, because unless we ourselves are 
strong, we cannot be helpful. 

Mr. Horrman. That is right. 

Senator Frianpers. I have at times expressed that thought in the 
extravagant terms of suggesting that our slogan be, “Aid, not trade.” 

Now, I am not putting that as a hundred-percent slogan, but it is 
one that I want to keep in my own mind. 

T want to make sure that we are capable of giving aid. 

Mr. Horrman. That is right. 

Senator Franpers. That. we have an abundance of production, an 
abundance of resources. 

There are times, particularly, with reference to supporting the pos- 
sibilities of other nations in obtaining by their own efforts a higher 
‘ange or standard of living in food, clothing, shelter, and education. 

That is much more liable to take intelligent aid than it is to furnish 
grants or loans for bigger steel production. 

Mr. Horrman. Correct. 

Senator Fianpers. And I want to be able to give that aid. 

I want this country to be strong enough so we can give that aid, give 
it freely and without distress. 

So, on that basis, I sometimes throw out that slogan, “Air, not 
trade.” 

Mr. Horrman. Of course, I quite agree that the most important of 
all goals is the strength of our own economy. If I felt for a moment 
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that by trading with other nations and expanding that trade we would 
weaken our economy, I would say that was a strong argument against 


it. 

But I think the contrary is true. I think, by expanding trade we 
strengthen our economy and do not weaken it. And so I would say 
that that would be my answer there. 

I do think that we have an involvement in the world we can’t avoid, 
but that is quite a separate subject. 

Senator Franpers. I don’t remember clearly, but I think that at 
the Bilderberct Conference 3 or 4 years ago, which you and I both 
attended, I raised the question as to whether we were going to let 
the European nations organize their Common Market or whether we 
were going to horn in on it. 

I don’t know whether you remember that. 

Mr. Horrman. Yes. 

Senator Fianvers. I got no satisfactory answer except I felt that 
I was being shushed down by the State Department. 

Does your point of view as expressed here on pages 4 and 5 indi- 
cate that, in a paternal sort of way, we are going to lead, and guide, 
and direct, these Europeans into larger policies of world strength and 
improvement and a little bit away from the immediate local advant- 
ages to be gotten from the Common Market area? 

I hate to see them too much cramped in obtaining these local ad- 
vantages. 

Mr. Horrman. I don’t know that I quite understand the question. 
I do happen to know quite well most of the people who are directly 
involved in the Common Market. 

Senator Fianpers. I know you do. 

Mr. Horrman. The great architect for the Schuman plan, and the 
Common Market was Jean Monnet, of France, and I would say that 
Schuman, Adenauer, and other people are all involved. 

Fortunately from the standpoint of the free world, they are all 
individuals who believe in freer trade, in other words, who want to 
see an expansion of external trade between the Common Market and 
the rest of the world. 

I think the only possibility of a change of policy would result from 
an act on our part that would be aed by their opponents as 
protectionist and give their opponents a chance to attack them on 
the grounds that we have gone in that direction, and therefore, there 
is no reason why the people in the Common Market shouldn’t go 
protectionist. 

That is my concern. 

Senator FLanpers. Now just for a moment would you say that if 
we decided to extend the reciprocal trade policy for only 1 year or 
2 year, or 3 years, that we have, therefore, gone protectionist ? 

Mr. Horrman. I would say that any period short of 5 years would 
not accomplish what I hope can be accomplished, and that is give 
assurance of stability. 

No one can say positively 

Senator Fianpers. Stability of movement ? 

Mr. Horrman. Stability of movement, but here is the point—— 

Senator Franpers. Stability of movement, not stability of place. 

Mr. Horrman. I want to relate the 4 years. Actually I think that 
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it may take 5, but in this movement toward freer trade within the 6 
countries m ess is that it is going to proceed quite rapidly. 

There will a 30-percent —— within that period. ‘That is 
going to give a great advantage to the manufacturers within that 
area. 

I ea to see that matched by corresponding reductions in external 
tariffs 

I think you need the 5 years as an evidence that for that period we 
will have a continued direction to one policy, to overlap the 4 years in 
which this is going to take place. 

That is just my own opinion, Senator. It is not an opinion lightly 
given. 

In other words, I would think that a 3-year extension would be far 
less effective in accomplishing what I believe should be our goals than 
a 5-year extension. 

Senator Fianpers. Now we will get back into the mainstream again. 
The plan proposes a 5 percent. reduction per year. Now that is 5 
percent on the present basis, not 5 percent of what remains. 

That is arithmetical, not geometrical. 

Mr. Horrman. That is arithmetical, yes. 

Senator Fianpers. Now getting back again to the main question, I 
think you know that I told Secretary Dulles, that without new light 
on the subject, I am prepared to speak and vote for a 3-year extension 
with the appointment of a commission which shall be more competent, 
more thorough-going, and reporting on questions which have been 
sidestepped or overlooked. 

I may say, as I said before here the other day, that I had on my desk 
in my office across the hall here, a pile of reports on reciprocal trade 
which measured 11% inches high, and none of them adequately dis- 
cussed the questions which are in my mind. 

I think you have had a copy of my questions; haven’t you? 

Mr. Horrman. Yes. 

Senator Fianpers. Which I addressed to Secretary Weeks. It 
seems to me that the whole approach to reciprocal trade treaties has 
been on an emotional basis, that we had a religious revival service 
downtown here a few weeks ago in support of it. 

Some who are the strongest proponents of it get indignant if I ask 
them questions. 

I think I want it extended not merely to 3 years, but more or less 
indefinitely, but I only think that. I certainly am not certain of it, 
not by any means certain, 

And for my own benefit, I want this Commission appointed to in- 
vestigate questions such as those I raise. 

Now, perhaps it is too much to ask that the whole United States 
Government be overturned for my own personal benefit, but that is 
what I am asking, and I hope that we will decide on a 3-year extension 
and a more competent investigation of the subject than has yet been 
made. 

If you would like to address yourself to my intransigent position, 
I will be glad to listen to you, because the witness has his rights as well 
as the Senator. 

Mr. Horrman. I can merely express my hope that you will change 
your mind and make it five. 
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Senator Fianpers. It can be done, the investigation can be done in 
3, that is in time for new legislation at the end of 3 years. 

Mr. Horrman. Perhaps I am overinfluenced by my knowledge of 
the European situation. I think as things have turned out that Gen- 
eral de Gaulle, coming into power in France, may turn out to be a very, 
very good thing. 

He has been strongly nationalist. I think, however, he has indicated 
he will respect the present treaties. I think any evidence we can give 
that we want to continue in the direction we have gone eat he 
extremely useful at this time. 

Senator Fianpers. Mr. Chairman, I have no further questions. 

The CuatrmMan. Thank you very much. 

Mr. Horrman. Thank you very much. 

The Cuarrman. Miss Marjorie Thompson is the next witness. 



















STATEMENT OF MARJORIE THOMPSON, UNITED STATES SECTION, 
WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 


Miss Tuompson. Mr. Chairman, and members of the Senate Finance 
Committee, I am very grateful for this opportunity to come here. 
My name is Marjorie Thompson, 519 Old Buck Lane, Haverford, 
Pa., and I am speaking in behalf of the United States section of the 
Women’s International League for Peace and Freedom. Our aim has 
been, since the league was founded in 1915 under the leadership of 
Jane Addams, to bring together women all over the world who believe 
in true justice and freedom, and are determined in their efforts to try, 
as far as in them lies, to abolish the political, social, psychological, and 
economic causes of war. It is because of our concern with the eco- 
nomic causes that we have wished to testify today. We believe that an 
enlightened economic foreign policy must be the base on which our 
political foreign policy rests. 

New factors in the world situation make an extended Reciprocal 
Trade Agreements Act more necessary for the United States than ever 
before. I shall want to speak later of what it means to those others 
who are struggling to preserve their freedom and enjoy democratic 
forms of government. 

The establishment of the European Common Market made up of six 
European nations, and the proposed organization of the much broader 
free-trade area, including Great Britain, mean, quite literally, that 
this country can no longer afford any kind of isolationist policy or 
any attempt to withdraw within its own boundaries. 

The Marshall plan did much toward the economic integration of the 
countries where it was in effect. 

The Schuman plan—the Coal and Steel Community—was another 
successful step in that direction. 

There is also the possibility of some sort of free-trade area being 
set up by the South American countries. We should welcome further 
integration and strengthen it in every way we can because it will raise 
living standards, help to remove tensions that lead to war between 
nations, and strengthen the free world. 

However, we also have to face the problems that the Common Mar- 
ket poses for this country. Trade is a two-way street. The goods we 
ship must be paid for by the goods we buy; therefore, exports roughly 
should equal imports, for an imbalance creates an unhealthy economy, 
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not only for ourselves but for the whole world. In 1957 we exported 
$191, billion worth of goods and imported $13 billion worth. 

The “dollar gap” of $614 billion was the largest it had been in 10 
years. The countries that bought from us only could do so because 
they earned dollars by selling to us. Unless we have some means, 
such as the Trade Agreements Act, by which to negotiate bilateral 
tariffs, we are in danger of losing our foreign markets. 

I quote from a representative of labor: 

United States exporting industries will be faced with the problem of having 
to clear tariff barriers while their European competitors can export to other 
European countries in the Common Market without any tariff duties being 
imposed against them. 

Clearly the United States exporters will be operating under a severe com- 
petitive disadvantage (from statement of Andrew J. Biemiller and Stanley H. 
oe AFL-CIO, before House Ways and Means Committee, February 21, 

This disadvantage will affect both the manufacturers and labor, 
as well as our agrarian interests. Those who have things to sell will 
find fewer markets in which to sell them. As for labor itself, we 
have something like 414 million workers, according to the Depart- 
ment of Commerce, who depend on foreign trade for their employ- 
ment, either directly or indirectly. 

Particularly during a recession and in a time of rising unemploy- 
ment, we should, in view of this, try to strengthen our foreign trade 
rather than adopt a course that might weaken it. 

In my own State of Pennsylvania, according to the study recently 
made by the United States Department of Commerce, one quarter of 
all persons employed in the State draw their wages from eight indus- 
tries engaged directly in foreign trade. 

In addition there are the agricultural workers who have a direct 
stake in the export of farm products which in 1956-57 amounted to 
$4514 million. 

There are also the miners, who greatly benefited by exports, and 
some 2 million other workers who derive a portion of their income 
from foreign trade. 

The conclusion that the study reaches is that— 
the net effect of imports on the State of Pennsylvania is overwhelmingly fa- 
vorable. 

Without imports there can be no solid basis for selling abroad. Un- 
doubtedly, in some cases of highly protective industries, tariff ad- 
justments might cause a period of difficulty while we adapted our 
economy in the light of new imports, for we cannot step up our sell- 
ing unless we step up our buying. 

The hardship would probably not be greater than that which 
normally accompanies technological changes. We feel that Congress 
should consider means for assisting affected industries and workers 
to adjust to new economic patterns. 

As one of the manufacturers said before the House Ways and 
Means Committee: 


* * * if both United States exports and foreign investments are to be sus- 
tained and expanded, there must be more, not less, opportunity for foreign 
countries to sell whatever they have to offer to the United States markets 
(from statement of William Blackie, Caterpillar Tractor Co., February 21, 
1958). 
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There is your two-way street, a way of peace. 

It is vitally important that we continue our membership in the 
General Agreement on Tariffs and Trade, known as GATT, which 
comprises 37 member countries, and join the Organization for Trade 
Cooperation—OTC—which will be its administrative structure. 

It will be remembered that the United States initiated both organi- 
zations. At the present time our contribution to GATT comes from 
the State Department’s contingency fund and is not a congressional 
appropriation, and our participation is based on the power to negotiate, 
delegated to the President by Congress. 

This is one of the cogent reasons why the Reciprocal Trade Act 
should be passed certainly for a 5-year period in order to give long- 
term stability to our policies. It is important that we not only lower 
tariffs on approximately the scale that they are being lowered over 
the 5-year period in the Common Market, but that we take a part in 
discussions and by our cooperation prevent external tariff walls being 
raised against us. 

If we were no longer a member of GATT, we ourselves would be 
at a great disadvantage, and furthermore would be in the position of 
having repudiated the principles of freer world trade and nondiscrimi- 
nation. Our trade is such a large proportion of the total trade that 
our withdrawal might be the cause of the dissolution of the organiza- 
tion, with resulting disastrous effects on the free world economy. 

My arguments thus far have been for the most part, based on the 
enlightened self-interest of the country as a whole, but I think we must 
also remember how often, when we were giving large sums to war- 
torn or undeveloped nations the cry was raised: “Trade, not aid.” 
The Women’s International League for Peace and Freedom believes in 
both trade and aid in the form of economic and technical assistance. 

With a liberalized trade policy, we can accomplish a twofold pur- 

ose, and incidentally equalize competition for ourselves in our own 
international trade and we can foster trade and in the long run 
strengthen these countries internally and raise their standard of living 
by making it clear, in our own negotiations, that no tariff concessions 
will be granted on products made by workers where wage practices 
and wages are below the standards of the exporting country. 

I myself saw how this can work when I was in China many, many 
years ago when the Silk Commission was there renegotiating contracts. 

The wages and the working conditions in some of the factories 
were appalling and no new contracts were made with those factories 
until conditions were corrected. The International Labor Office of 
the United Nations is constantly working along these lines, but we 
as a great trading nation can do much to help sound productive 
economies. 

The less-developed countries, as well as some more advanced ones, 
are being wooed with many attractive deals by the Russian bloc, and 
unless our own economic policy is intelligent and farseeing, we may 
become economically isolated. 

Walls must not be raised on either side, if the tensions that cause 
wars are to lessen or disappear. 

“Tf goods do not cross borders, armies will.” We must recognize 
the great stake this country has in world affairs and its vital interest 
in promoting economic stability, economic and social progress, and 
genuine peace. 
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It was Talleyrand who said, perhaps cynically : 
There are no friendships between nations, only communities of interests. 


The basis of this community of interest is trade. The growth of 
trade between countries, and between the trading areas that are 
gradually forming in different regions, will draw the world closer 
together. 

When nations are able to procure the goods and materials they need, 
freely and on fair terms, many of the tensions and causes of war will 
have been removed. » 19 

For that reason, the women of the organization that I represent 
urge the extension of the Trade Agreements Act for a period of 5 
years without weakening amendments. 

The CuatrmMan. Thank you very much, Miss Thompson. 

Are there any questions ? 

Senator Kerr. I have one question, Mr. Chairman. First, I must 
congratulate Miss Thompson on a very clear and cogent statement. 

There is one sentence in it that I would like her to observe on 
further. 

It is in the second paragraph on page 2 in the fifth line: 


At the present time, our contribution to GATT comes from the State Depart- 
ment’s contingency fund and is not a congressional appropriation. 


Would you advise the committee where the State Department gets 
the money ? 

Miss THompson. That, I am afraid, I can’t tell you. All I know 
is from the material that I was able to find and read, was that the 
State Department did have this fund and that it was voted by them 
that it was not a regularized congressional appropriation which was 
made, 

Senator Kerr. If it didn’t come to them by congressional appropria- 
tion, don’t you think Congress ought to make a little investigation and 
find out where it got it ? 

Miss. THompson. Well, perhaps. It does seem that it was not put 
on the soundest and most continuing basis. 

Senator Martin. Mr. Chairman, I want to congratulate the dis- 
tinguished witness and I am very proud that she is a fellow Penn- 
sylvanian. 

I would like, however, to call to your attention that it is not reveal- 
ing my position on the matter now confronting us, but I have a list in 
my office of 107 different types of industry in the Commonwealth 
of Pennsylvania which are very badly injured by importations, and 
that is one of the reasons for unemployment in Pennsylvania. 

I am just calling your attention to this because I wish you would 
make a study of it. 

I am glad you are interested enough to come down here. What we 
need in America is every American to study these various problems, 
and they are serious problems. 

When a man is unemployed because of the importations, of course 
he is terribly opposed to extension of the reciprocal trade agreement. 

Now, you mentioned the matter of mining. The importation of 
residual oil has taken the jobs of 50,000 Pennsylvania miners. 

Now, that is an important thing to them. While we ought to all 
think of peace, and no one is a greater advocate of everything that will 
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maintain peace in the world than myself, because I have had a long 
military experience, as you know, and I know the terribleness of war. 

Yet to the individual a job is the most serious consideration to 
him. So I wish your great organization—because I have all those 
things coming to me—I have delegations that want to talk to me 
because they say, “We are unemployed because of the importations.” 
I am not indicating that I am not for the extension to reciprocal trade, 
because my first introduction to reciprocal trade was when, as a mere 
boy, I heard President McKinley discussing it, and I have been inter- 
ested ever since. 

But I do wish your great organization would give some thought 
so that a number of things could be worked out that would be helpful 
to those folks that are not employed. 

Miss Tuompson. I think we realize perfectly that the answer is 
not simple. As I said, there would be need for readjustment, perhaps 
for Government aid in getting industries on a different basis, and it is 
a kind of technological dislocation that is happening. 

Senator Martin. On the other hand, also, I wish your great organi- 
zation would take into consideration that any time that Government 
gives aid to any segment of industry, that industry loses just that much 
independence. 

They are all big problems and you have got a great organization 
and you folks have the financial ability and the intellectual ability to 
study those things and to make a great contribution to the American 
Congress. 

Miss THompson. I should be very a if you would send me any 
material that you have in your office that we could work on. 

Senator Martin. I will be glad to do it. 

Miss THomrson. Thank you so much. 

Senator Anperson. May I just say to Miss Thompson that you have 
made a very fine statement. 

I do believe it would be well for your organization to follow the 
point that Senator Kerr has made. I don’t believe the State Depart- 
ment gets much money except as a result of appropriation. 

We have some laws that restrict gifts. There aren’t too many who 
can receive gifts. 

When we set up the Space Agency, they had quite a time determining 
whether or not it could receive gifts. 

I do hope you don’t believe the State Department received this 
money as manna from heaven. 

Miss Toompson. Oh, no. 

Senator Anperson. They got it as a result of congressional appro- 
priation. 

Miss THomrson. But my point was that it was from the State De- 
partment and not by a direct congressional appropriation. That was 
simply the point I want to make. 

Senator Anperson. Are you trying to tell me, for example, in the 
case of agricultural programs that those aren’t the result of congres- 
sional appropriations because funds passed through the Agriculture 
Department ¢ 

The mere fact that the Congress doesn’t itself appropriate funds 
directly to GATT—s that your point ? 
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Miss THompson. That is what seemed to me as I studied the thing, 
that it was not, as I say, voted by Congress that we have membership 
in GATT, and, therefore, an appropriation was made. 

But it came through the State Department. 

Senator ANpERsON. How would you get membership in GATT ? 

ro Tuomeson. Just as the other foreign countries are members 
of it. 

Senator Anperson. What country is a member of the General 
Agreement for Tariffs and Trade? 

Miss THompson. Aren’t there some 37 European countries that 
are? 

Senator Anperson. Who have joined the agreement, and we have 
joined just as they have joined. There is no difference in the status 
of the members of GATT, is there ? 

Miss THompson. As I got material, I got some State Department 
material and various other statements from people who have been 
studying it, it seemed to me that our saeiaeaihig in GATT was 
rather a tenuous thing, because of having the money for it coming 
through the State Department rather than by direct congressional 
ya rH 

Now, I may be wrong about that. 

Senator Anperson. I am not trying to be harsh, 

Miss TuHompson. You know more about it than I do. 

Senator Anperson. I am not trying to be harsh on the witness, but 
you speak of our membership in GATT. 

What do you conceive GATT to be? 

Miss THompson. I conceive it to be this organization of nations 
who have bound themselves to lower by orderly means their tariffs 
and who are trying to promote freer trade. 

Senator Anprerson. What do the letters mean, General Agreement 
on Tariffs and Trade? 

Miss THompson. Yes. 

Senator Anperson. Agreement doesn’t mean it is an organization, 
does it? 

Miss THompson. Again I may be wrong, but certainly my impres- 
sion was that GATT was both an agreement and an organization 
of these European countries, 

Senator Anperson. I was merely trying to query you because I 
doubt if you will find that that was what it is. 

Miss THompson. Yes. Well, as I say, this is the best of my knowl- 
edge from the material I received. 

enator Anperson. We may sign a Fisheries Act with Japan. 

That doesn’t mean that Japan and our Government set ourselves 
up in a union to control fishing. 

Miss THomrson. But if there were 37 other countries signing fish- 
ery agreements, what about that? 

Senator Anperson. It still wouldn’t become an organization. That 
is why you recommended, or I thought that was why you referred 
to OTC. 

Miss THomrson. Which is the administrative part of it. 

Senator Anprerson. Yes. We have not joined the organization. 
We have only signed the agreement. 
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Miss Tuompson. I am interested. I am sorry if I have misunder- 
stood. 

Senator Anpverson. No, no; I don’t say that you have. 

Miss Tuomrson. But to the best of my knowledge and from the 
material I had, that was the impression that I had. 

Senator Anprrson. I rather gathered that you got this impression 
from the State Department. 

Miss THompson. Yes. 

Senator Anperson. I wish you would let me know what it is, be- 
cause the State Department ought not to be sending out that kind of 
material. 

Miss Tuompson. I got it from the State Department. I got it 
from various pamphlets that have been gotten out by organizations 
that are interested in trade. 

The Cuarrman. Thank you, Miss Thompson. 

The next witness is Irving J. Fain, government liaison committee. 


STATEMENT OF IRVING JAY FAIN, NEW ENGLAND EXPORT CLUB 


Mr. Farn. Thank you, Mr. Senator. 

My name is Irving Jay Fain. To clear the record as noted on the 
morning’s proceedings, I am a past president of the New England 
Export Club and currently chairman of its government liaison 
committee. 

The New England Export Club has been an active organization 
for the past 15 years, and includes among its 300 members the leading 
exporters of the New England States, together with their associates 
in banking, insurance, shipping, and so forth. 

I am a lifelong resident of Providence, R. I.; and have been en- 
gaged in business for the past 31 years, with slight interruptions, as 
a member of several family-owned manufacturing firms: The Apex 
Tire & Rubber Co., the Thompson Chemical Co., the Tower Iron 
Works. 

On many occasions, the New England Export Club has gone on 
record in support of legislative and administrative action toward 
more liberal international trade. 

The New England Export Club has supported the trade agreements 
program in past years, and this year has passed a resolution which 
was voted by the membership on a mail poll, with a vote of 98 in 
favor and 3 opposed. Here is the resolution: 


RESOLUTION ON H. R. 10368—TRApE AGREEMENTS Act, MARCH 12, 1958 


The New England Export Club has frequently affirmed its strong support of 
liberal trade programs in general, and the reciprocal trade agreements program 
in particular. 

We advocate renewal of the reciprocal trade agreements program, for the 
following reasons: 

1. The increasing flow of international trade benefits the economies of all the 
trading partners, incuding our own economy. The reciprocal lowering of trade 
barriers permits our country to import more of what it can buy more cheaply 
elsewhere ; and provides larger markets for the export of what we produce with 
relatively greater efficiency. The general economic welfare of the Nation must 
transcend the apparent immediate interests of particular industries and areas. 

2. The new European Common Market presents our export industries with an 
unusual danger affecting our exports to Western Europe, which can be met by 
the United States through long-range negotiation under the reciprocal trade 
agreements program. 
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3. The continuing economic development of other nations with whom we trade 
depends to a great extent on their ability to increase their trade with us. 

4. The Soviet-China bloc has declared economic warfare on the United States. 
Sputnik has shown that this economic threat cannot be taken lightly. The third 
countries of the world are being enticed into the trading systems of the Soviet- 
China bloc. For political as well as for economic reasons, we must make it 
easier for third countries to expand their trade with us, rather than with the 
Soviet-China bloc. 

We recommend the following provisions: 

1. That the extension be for a long period of time, preferably for 11 years, 
and, in any event, for an odd number of years. 

2. That the President be given authority to negotiate reciprocal reductions 
of existing tariffs. 

8. That quota restrictions on imports be avoided except in unusual and criti- 
cal situations. 

4. That invoking of the escape clause place the burden of proof on the apply- 
ing industry, stress the overall economic effect, and give to the President final 
decision; and that increases permitted under the escape clause be at a lower 
maximum than 50 percent above 1934 rates. 

5. That the act be free of crippling amendments. 


Throughout the world, the reciprocal trade agreements program is 
considered the keystone of our foreign economic policy, and the cri- 
terion by which we are judged. 

As exporters, we, the members of the New England Export Club, 
must be aware of the simple economic facts of life; that America’s ex- 
ports are paid for by America’s imports; that our customers can buy 
goods only to the extent that they can sell goods. 

Like death and taxes, the balance of payments is inevitable. On 
the positive side, this means to America that, the more we buy from 
others, the more thay can buy from us. On the negative side, it also 
means that the more we restrict our purchases from others, the more 
they will be forced to restrict their purchases from us. 

As citizens, we look beyond the balance of payments, and its im- 
mediate effect on our businesses. In our daily work and overseas 
travels, we meet the economic challenge of the Soviet-Sino bloc. We 
have seen the goods and the salesmen from the other side of the cur- 
tains. 

The West is accustomed to think that “trade follows the flag.” With 
the Soviet-Sino bloc, “trade is followed by the flag.” 

This new economic competition is double barreled. It is directly a 
challenge to our traditional trading relationships. It is indirectly and 
more importantly a challenge to our political relationships. The 
threat is a serious one, and the challenge cannot be ignored. 

In the pavilion of the U. S. S. R. at the Brussels exposition is a 
large piece of sculpture entitled “Beating Swords Into Plowshares.” 
The Soviet signmaker neglected to give proper credit tothe Bible. Let 
us give proper credit to the Bible for our inspiration for the following 
parable which brings out in simple terms the workings of international 
economic competition. 

Here may I interpolate for the benefit of the distinguished Senator 
from Vermont that this is not a religious revival service. 

In the land were many households. Some were richer and others 
poorer; some were larger and others smaller; some were older and 
others younger. In earlier days, each household worked in simple 
ways. One family was the butcher; another was the baker; and still 
another was the candlestick maker. 

Senator Kerr. What chapter and verse are you reading from? 

27629—58—pt. 1-36 
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Mr. Fatn. I shall be glad to look up my concordance, sir, and tell 
ou. 

Senator Anperson. I will tell you right now, that is why he raised 
the question. The best Bible quoter I know is the Senator from 
Oklahoma. 

Senator Kerr. I listened with avid interest awaiting the designa- 
tion of the source, if you are quoting from the Bible. 

Mr. Farn. I am using Biblical expressions and references par- 
ticularly from the books of Genesis, which will appear as I read the rest 
of the paper. 

Senator Kerr. The part you have already read—let me have a 
Bible. I would like to be able to follow you. 

Mr. Farn. Senator, you will also observe in this little parable—— 

Senator Kerr. It sounds like a parody to me, not a parable. 

Mr. Farn. No, sir; is it not intended to be a parody ; not at all. 

Senator Kerr. [f it is not something which you, yourself, have 
formulated, and I have no objection to that 

Mr. Farn. IL have, : ihestatale, every word. 

Senator Kerr. I don’t w ant to sit here and criticize myself for a 
woeful inadequacy of knowledge of a book that I thought I was very 
familiar with. 

But as I listen to the language and don’t recognize it, I am con- 
strained to believe either that my memory is failing me, or that your 
reference is inaccurate. 

Mr. Fatn. The Senator will observe that while most of the verbiage 
and references are Biblical in inspiration, it has been necessary to 
use some modern phraseology. 

Senator Kerr. I want to get better acquainted with you, if I have 
finally met a man who can improve that language. 

Mr. Farn. Not improve, but put it in a modern setting, sir. 

Senator Kerr. You want to put it in language you ‘think the com- 
mittee will understand? I, for one, want to tell you that I appreciate 
that, but I still would like to have you identify that part of it if and 
when you come to it that is from the Bible. 

Mr. Farn. Yes, sir; I shall do that, sir. 

Each did grow or dig or make according to his resources; and each 
exchanged with his neighbors the labor of his hands. Among the 
many households, one was large and old and wealthy and revered— 
the household of Sam. 

Obviously, a manufactured name. And the voice of Sam was heard 
throughout the land—with all due respect to the Song of Songs, Sen- 
ator. 

And the voice of Sam was heard throughout the land. 

Senator Kerr. The voice of whom ? 

Mr. Farn. The voice of Sam was heard throughout the land, the 
Song of Songs. 

Senator Kerr. Which Sam was that ? 

Mr. Far. I am creating a mythical House of Sam. 

Senator ANperson. Sam or Sand ? 

Mr. Far. Sam. 

Senator Kerr. My name is Sam and there is a Samuel in the Bible 


and I just want to be sure it was neither of us to which you are 
referring. 











TRADE AGREEMENTS ACT EXTENSION 555 


Mr. Farn. Absolutely right. I deliberately changed it from Sam- 
uel so it wouldn’t be confused with Samuel of the Bible, but I knew 
the members of the committee would understand that I am referring 
to Uncle Sam. 

Senato Kerr. I want to tell you right now, the indulgence which 
Mer presumed as to our enlightened discernment is not entirely justi- 

ed 


Had you not told me in plain simple words, I would have gone 
through this day and maybe the rest of my life with the sad dis- 
appointment that I had not measured up to your opinion of me and 
that I had failed in a very material way, and that is to adequately 
understand your words. 

And I must say to you in entire frankness, that my ability to 
understand what you say is not disassociated from what I may get out 
of your testimony. 

Mr. Farn. I am sure, if you will bear with me for 5 minutes, the 
meaning of the parable will be clear. 

And the many sons of Sam did make many things for themselves 
and for their neighbors. Then there arose in the land a plague. 
Some called it pride; others called it economic nationalism. 

That is one expression we cannot find in the Bible. 

For many of the households were poor. They could not buy from 
the wealthy household of Sam the many things they did want, for 
the things that they did grow and dig and make they could not sell 
to the wealthy house of Sam. 

And many of the sons of the poorer households grew restive and 
said to their elders, “Others make many things which we make not, 
and anything that they can make we can make better.” 

So, many of the households in the land began changing their ways. 
And they began to make many things, though it be each with his 
same small household. And they put up stumbling blocks against 
one another. 

And there was chaos throughout the land. And the living of the 
people grew poorer. 

And in the households there arose false prophets who shouted to 
the people, “Let us not wait upon our wealthy neighbors. Let us be 
a law unto ourselves, and let us each make all manner of things.” 
The voice of the good Uncle Sam was heard throughout the land. 

Let ye not, each of ye, be all things to all men, but let each man be true 
unto himself; let each dig and grow and make those things which he doeth 
best, and let each trade the work of his hands with his neighbors. 

But the voices in the household of Sam were many, for the wealthy 
house of Sam gave much freedom to its many sons. And some of the 
sons, yea, even of the wealthy Sam, arose in the land and said, “Any- 
thing our neighbors can make, we, too, can make better.” One son 
did make cheese, and did not leap with joy when neighbors who also 
made cheese did deliver cheese to the house of Sam. 

Other sons made bicycles and watches and clothespins and textiles; 
others drilled for oil, and others dug for copper and lead and zine. 
And each was proud and jealous of what he did in the household of 
Sam. 

So the house of Sam was a house divided. From day unto day did 
the neighbors find stumbling blocks in the way of their dealings with 
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the house of Sam. Still the head of the house of Sam did preach 
to his good neighbors: “Come now, let us not bicker, rather, let 
us barter.” But the good neighbors did fear that, though the voice 
was the voice of Sam, the hands were the hands of the jealous among 
his sons. [Genesis. ] 

And some of the neighboring households did look to other neigh- 
bors with whom to deal. 

In another part of the land lived another large household, the 
house of Krus. This house was not so wealthy as the house of Sam. 
But they were envious of the house of Sam, and said many times, 
“Yet will we become as wealthy; nay, even wealthier than the house 
of Sam.” 

And they bore no love in their hearts for the household of Sam. 
They poured evil tales concerning Sam into the ears of the neighbors. 
They vid sow seeds of discord among the friends of the house of Sam, 
setting off brother against brother in hatred and in mortal combat. 

Behold, they came even unto the neighbors to barter goods with 
them, and the neighbors did not believe them. And the children of 
the household of Sam scoffed, and said to the neighbors, “Feast your 
eyes upon the wealth of the house of Sam, and now look ye upon 
the house of Krus. Wish ye to cast in your lot among them than 
among us?” 

But many of the neighbors were hungry, and would look anywhere 
for neighbors who would take their goods and give them in turn 
things to bring them sustenance. 

And the children of Krus sent up into the heavens strange and 
wondrous things. And lo, even while the children of the household 
of Sam were scoffing, children of the household of Krus were trading. 

“And how,” asked children of the household of Sam, “can the weak 
house of Krus be a rival to the great house of Sam?” The head of 
the house of Krus ruled his many children with a heavy hand. He 
commanded unto them: “The more our neighbors deal with us, the 
more they depend upon us. 

“Let them look to us more and more and more, to take the things 
which they make, and to give them the things which they need; then 
shall they become unto us as vassals. 

“Now, go ye, children of the house of Krus, and trade with these 
our neighbors. Wait not until ye have surpluses above thy needs; 
nor wait until ye have scarcities to be satisfied. Take now from your 
neighbors what they wish to give, so that we make less of these things 
ourselves; and let us instead make more of those things which they 
want from us. By this shall we wax prosperous, and shall they be 
beholden unto us.” 

And there were children of the household of Sam who did see this, 
and they said, “Verily, this is one game where, what they can do, we 
can do better. Let us now open our gates wide, so that the goods of 
our neighbors may come unto us, and our goods may go unto them.” 

But in the house of Sam were many voices, and not all saw the 
light. Some said, “Nay, let them keep their goods; let us keep our 
goods; let each trade within his own household.” 

There had come down from the mountain a new law. [Exodus.] 
The heads of the house of Sam had said to their children, “With this 
law shall ye trade more with your neighbors. This is not the millen- 
nium, nor does it relieve ye of your other obligations. 
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“But it shall be as a beacon light into your neighbors—yea, those 
to the north and those to the south; those to the east and those to the 
west [Genesis]—even those beyond the high hills and the deep 
waters.” 

And the peoples of the land had harkened to the promise of this 
law. In the wilderness of stumbling blocks, it became unto them as 
a pillar of cloud by day and a pillar of fire by night, which would lead 
them into the promised land of freedom. 

And their hopes ran high. They did look toward the household of 
Sam and as with one voice did say, “Whether ye pass, and how ye pass, 
by this law shall we know ye.” 

The Cuarrman. Thank you very much, Mr. Fain. 

Are there any questions? 

Senator Kerr. I would just like for the witness, with reference to 
those passages that he indicated came from Genesis, and Exodus, to 
further enlighten me and to remove the cloud of doubt and confu- 
sion which imparts around me, that he also give me the chapters and 
verse. 

Mr. Farn. It will be a great pleasure, but I am unable to do it at 
this moment. 

Senator Kerr. I think you would be unable to do it at any moment, 
but in the event that you do succeed, you will share it with me? 

Mr. Fatn. Yes, sir. I would like the honorable Senator to know 
that, before bringing this script down with me, I took the precaution 
that I wouldn’t be accused of being facetious by showing it to people 
of all the three great religious faiths, and they all agreed that it was 
neither facetious nor sacrilegious, but that the parable did help to 
make a point more effectively than direct language. 

Senator Kerr. I have no fault to find with the parable. I do not 
regard it as facetious. 

“Mr. Fary. Thank you. 

Senator Kerr. Nor sacrilegious. I am constrained to say, also, that 
I don’t even regard it as authentic. You could help me a lot if you 
gave me the chapter and verse in Exodus and Genesis in which I can 
find the language you identified as coming from those two sources. 

Mr. Fatn. I shall look in my concordance for such definite loca- 
tions, particularly for expressions as, “a pillar of cloud by day and 
a pillar of fire by night” from Exodus. 

Senator Kerr. That is the one expression that in part in my judg- 
ment could be found in the Bible, but you didn’t refer to it as having 
come from Genesis or Exodus. 

You didn’t use either word when you used that phrase. 

Mr. Farn. And, of course, the words, “stumbling blocks,” were 
taken directly from the Bible, and “the voice of Sam was heard 
throughout the land.” 

Senator Kerr. But I don’t find Samuel in here. I asked you specifi- 
cally about that. 

Mr. Fan. The expression is 

Senator Kerr. You said that you used the word, “Sam,” so that I 
wouldn’t confuse it with “Samuel.” 

Mr. Fan. The expression in the Song of Songs is: 


The voice of the turtle was heard throughout the land. 
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Senator Kerr. We hear that voice now, but I don’t regard it as 
Biblical. 

Mr. Fax. It is universal, sir, like trade. 

Senator Kerr. I mean the voice of the turtle. 

Mr. Farin. Yes; that is what I meant, sir. 

Senator Anperson. I have just one question here. 

On page 6, you finally suggest what you believe to be the way to 
handle this situation, toward the bottom of the page, about 8 or 9 lines 
up: 

Take now from your neighbors what they wish to give, so that we make 
less of these things ourselves. 

That is what you are trying to point out. We should manufacture 
less of these things in America and bring in more from the outside, 
such as Danish silver into this country ¢ 

Mr. Farn. Well, of course, that cannot be taken out of context. 
It must be put together with the next clause, which says: 


Let us, instead, make more of those things which they want from us. 


Senator ANpERson. Yes. 

Mr. Fatn. That, of course, in my mind, puts in a few simple words 
the whole principle of international trade. 

The more millions of dollars that we buy from them, the more mil- 
lions of dollars they will buy from us, and, if we are given reasonable 
freedom, we will buy the things which they are in a position to make 
and offer to us at attractive prices, and they, in turn, with free choice, 
will choose the things which we offer to them at attractive prices. 

Senator Anperson. Do I understand, then, that it is your feeling, 
if we abolished all tariff barriers whatever, that they would have 
plenty of money to buy from us all the things we have in surplus, 
and we would have plenty of money to buy from them all the things 
that they have in surplus ? 

Mr. Farn. Lam afraid I didn’t say that. 

Senator Anprrson. No, but that is where we get to, eventually. 

Mr. Farn. I will say this. I, too, like the Senator from Vermont, 
to whom I am referring again, had the great privilege of studyin 
under Frank Tausig, the great professor of economics. I ak 
in fact, 35 years ago, and have been a great admirer of him. 

Frank Tausig didn’t say that. Frank Tausig did preach the doc- 
trine of the universal benefits of free trade as against trade with 
obstacles. 

Mr. Paul Hoffman, earlier today, touched upon the problems, of 
complete free trade, because it is tied up with so many things. For 
example, our agricultural program. But freedom of trade is not 
the solution to the standard of living of any one country nor to the 
exchange problems of any country. 

It helps to make a country more prosperous, but it is not going to 
raise the standard of living of the people of, say, Siam or Burma, or, 
for that matter, of Argentina, or Brazil, automatically to the standard 
of living of the United States or, say, Canada. 

It will help them to operate on a more efficient basis, and will be an 
encouragement for a gradual growth in the standard of living. 

But I wouldn’t take the position that a more free trade would auto- 
matically solve their problems, their standard of living, or interna- 
tional balance of payments. 
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I think that, so long as people are hungry and want things, there 
will be a balance-of-payments problem. 

Senator Anpmerson. We did start several plans on the assumption 
that dollars were not available. We still have those programs, and 
I don’t see how just taking off tariff duties will suddenly put dollars 
into the hands of people who don’t have them. 

We started with the Marshall plan. Then we had the program of 
agricultural surpluses. People call it trade, but it isn’t trade, is it? 
Take soft currencies. They can’t pass off anywhere else. 

Mr. Farn. It is a simple fact of our own situation that a substantial 
oa of our exports are paid for by other things than our own imports. 

n the balance of payments, we have to take into account the aid and 
loans that have already been mentioned, matters like travel of Ameri- 
cans overseas, services like shipping and insurance provided by other 
countries. 

The difference of $6 billion or $7 billion, in the dollar gap between 
exports and imports which was referred to by the preceding witness, 
had to be paid for. It wasn’t paid for by our imports. It was paid 
for by.our loans and gifts and these other things. 

Now, if, in addition to these loans and gifts and other invisibles, 
more millions of dollars of foreigners’ goods were imported, that 
would automatically give that many more millions of dollars of pur- 
chasing power into the hands of customers around the world. 

I think a pertinent observation of what you have just said, sir, is 
in the fact that, in the first quarter of this year—the immediate 
figures are not at hand—the rate of our exports has dropped consid- 
erably compared to last year. Those in the export business are sadly 
aware of it. 

Senator Anperson. Has there been a change in duties during that 
time ? 

Mr. Farn. Not particularly. 

Senator Anperson. No; not at all, actually. 

Mr. Fatn. It is the natural forces in world trade. But it is one 
of the concomitant results of this drop in our exports, the statistics 
of the world show, that the foreign-exchange position of the other 
countries has improved. 

Senator Martin. I wonder if you would comment for just about a 
minute as to what you have in mind relative to the different wage 
scales in the different countries of the world where we now have trade. 

Mr. Farn. Sir, I would be very pleased to comment on that, since 
you raise the question. I have definite opinions on it. I believe it is 
not a sound approach to raise tariffs on the basis of the so-called wage 
gap, for two reasons. 

No. 1, the difference between the hourly wages paid in an industry 
in two different countries is not at all the total picture of what labor 
costs or total production costs are of a product. Take the cost of 
money, for example, which is much cheaper in this country than in 
most of the countries of the world. Take the cost of transportation, 
and compare our well-developed transportation system, communica- 
tion systems, our systems with other countries. 

Take the average cost of investment per worker in industry and 
compare that with the relatively puny cost of investment per worker. 
You have, as a practical matter, an almost impossible job, if you try 
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to compare the costs of production by components of cost of produc- 
tion of any items in any two countries. 

The only thing that can be easily determined is the wage costs 
per hour, but all of these other factors are so hard to pin down to the 
cost of that particular product. But that is not the real answer to 
your question, sir. The real answer is something else. 

If we were to follow that line of inquiry to its logical conclusion, 
we would defeat the whole purpose of international trade, which is to 
enable any country, our country, to buy things cheaper, and let us 
utilize our resources for a greater volume of goods. We don’t want 
to penalize our consumers. We want to benefit them. 

Senator Martin. Where would your market be if you didn’t have 
the high wage scale that we have in our country? Take, for example, 
this glass, I don’t know whether it is a hand-blown glass or not, but 
let say that that is hand-blown glass, in the United States the man will 

t $1.75 an hour. In Belgium he will get 45 cents an hour, and labor 
is one-half of the cost of the production of that glass. 

Now what do you have in mind as to making up the difference ? 

Mr. Fatn. Well, if we can buy that particular item we will say 
cheaper landed in America than we can make it in efficient factories 
in America, then obviously the consumers of America are better off 
and the standard of living of the people benefits. And in turn the 
labor of the people—— 

Senator Martin. Where is the man—his trade as a glassblower is 
just as important to him as the professional man, the lawyer or the 
doctor, just as important as it is to him. Now where does the lawyer 
or the doctor get the money to buy the glass ? 

Mr. Farn. I will be very pleased to give you my response to that, 
sir. The people who sold us that thousand dollars worth of glasses now 
have $1,000 which they can spend to buy telephones or automobiles or 
television sets or whatever else they may be buying from the United 
States, thus creating a thousand dollars worth of business and labor for 
American labor, perhaps in other industries and perhaps even in other 
States than Pennsylvania. 

We have that same problem of course in my own State of Rhode 
Island. 

Senator Martin. I don’t want to pursue it. 

Senator Anperson. I am glad you did, because that is what I thought 
he was trying tosay earlier. We now have it. 

You recommend that people buy everything they can buy cheaper 
landed in America. 

That means no textile industry in America, because we know we can 
buy textiles cheaper landed in America manufactured abroad than any 
American textile maker can make them. 

That means also no silverware, because we can buy that cheaper 
landed in America from foreign production. This means no bicycles, 
no this, no that right on down the list. 

Pretty soon when you have all the factories closed, who is going 
to take care of the consumers? I know it is a long story, but that is 
what I want to find out as to your philosophy. 

Everything that we can buy cheaper abroad landed in America, we 
buy it, and that is of course completely free trade. But it eliminates 
the textile industry completely. It eliminates a great many other 
things completely, and I think it is a little dangerous. 
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Mr. Fartn. May I respectfully suggest, Senator, that the conclu- 
sions were yours, sir, and not mine. 

Senator AnpErson. I wrote down that you would buy everything 
that you could buy landed in America cheaper, and hence have more 
money for our consumers. You will find it in your testimony when you 
look at it. 

Mr. Fatn. In general that is the approach. 

Senator Anprrson. I am sure it is. 

Mr. Fan. At the present time the textile industry, cotton textile 
fabrics, even though it has lost about half of its export markets 
since the postwar period until now, still exports considerably more 
cotton fabrics than it imports. 

In the second place, the imports of the textile industry, of the cotton 
textile industry, at the present time are about 1 percent of the domestic 
producion. But basically 

Senator ANpEerson. What has that got to do with what would happen 
if we took all of the protection off ? 

Mr. Farn. Iam coming to that, sir. 

Senator Anprerson. You understand if we took all protection off, 
wouldn’t it be true, do you know, or do you question it ? 

Mr. Farn. That is what I wish to explain. 

We will buy, if we are not hindered, things from other countries to 
the extent that we are able to buy and they are able to sell, and to the 
extent conversely that they are able to deliver to us. 

It is rather a strange conception if we carry it to the extreme, that 
all of us in America would be sitting down in easy chairs living off the 
fat of the land and that the people of the world would deliver auto- 
mobiles and textiles and glassware and desks and chairs to us without 
expecting to get paid. 

If we are going to import another $10 million of textile fabrics, 
conversely we will have to export another $10 million of something 
else to pay for it. I can’t possibly conceive of the people, the nations 
of the world, shipping us goods without taking goods in return. 

Senator Anperson. Wedoit. Why can’t they ? 

Mr. Fan. We do it because we are the wealthy house of Sam. 

Senator Anperson. They will become the wealthy house of Sam. 

Mr. Farn. Actually, when you analyze that, sir, we do reduce the 
standard of living of our people by several billion dollars a year by 
grants and gifts that we give people. We think that is a wise invest- 
ment, but we are taking it out of the standard of living of the 
people. 

In the early days when the balance of trade was different between 
the United States and Western Europe, it was the reverse. They 
were feeding us things to help our industrialization and standard of 
living in the form principally of foreign investment. 

The worm has turned. We were the poor relation. We are now the 
wealthy relation, and we are not only giving them goods, for what we 
take from them, but we are giving them a plus besides. 

Senator Anperson. I just wanted to be reassured that I understood. 

Senator Witi1aMs. Just assume that we carry this program into 
effect as your advocating it, and that we start buying all of our 
textiles abroad, because we can buy them cheaper. 

We in turn buy all of our oil because we can buy it cheaper abroad, 
and assume for the moment that in turn we do manufacture other 
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goods which we can sell to them and that balance of trade is going 
on as you say. 

Mr. Farn. Yes. 

Senator Wiu1ams. Now suppose a war develops. What happens 
to America then when our textile industry, our oil industry, and our 
watch industry and all of these industries have been abolished in 
America? Could we have time to rebuild them in these modern times, 
or what can we do? 

Mr. Fatn. I think I can give you a quick three-part response. Bear 
in mind I am talking quickly ‘ad lib and I will be as rational as I 
can. 

No. 1, neither I nor anybody else that I have heard so far today 
has proposed that we eliminate all tariff restrictions. 

Senator Wiiu1AMs. You used the word “ultimately” 

Mr. Farn. Ultimately that is an ideal goal. 

Senator Wiu1aMs. We will project ourselves to that ultimate goal 
where we have reached that point where we are importing all of our 
textiles, we are importing all of our oil, our watches, and many of 
the other products which it is recognized they can make abroad. 

We have eliminated all tariffs and in turn we will assume that the 
balance of trade is equal and we are making other products, televisions 
and so forth, and shipping them abr oad. Project yourself to war 
developing, and what happens to America, because that is the ques- 
tion we have got to consider. 

Mr. Far. Tam very pleased that you brought it up, and I am pre- 
pared to answer it. 

Preliminarily, let me just say that I can’t conceive of a situation 
in the foreseeable future where a tremendous industry in the United 
States—I don’t mean a periphereal one like clothespins but a tremen- 
dous industry like textiles—would simply fold up and be replaced 
by imports. 

Senator Wuu14Ms. But I understood you to say that ultimately 
that was the goal. 

Mr. Fatn. I didn’t say that ultimately the goal was to eliminate 
any one industry. The goal was to buy efficiently all around the 
world, sir. 

Senator Wiu1aMs. But it was recognized that ultimately that 
would be the result; is that not the status of your testimony ? 

Mr. Farn. I would not be so bold as to look beyond the foreseeable 
future as to what will happen after 25 or 50 years of progressive tariff 
reduction. 

Senator Witi1ams. You picked up from Genesis and Exodus and 
brought us up to date, so I believe you can go 25 years further. 

Mr. Fan. Let me continue. I do recognize that there is the matter 
of national security which is not strictly an economic matter, and many 
things we do in the name of national security are not done for eco- 
nomic reasons. But I would point out this: That for reasons of 
national security we have to have a reasonable standard, and we can- 
not say that every industry in its present status, with its present 
number of factories and number of employees, must be preserved as 
itis. That is changing anyway day by day with the impact of changes 
for technological and other reasons, and it can change also because 
of the impact of imports. 
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The Cuarrman. Thank you very much, Mr. Fain. 

Mr. Farn. Thank you, sir, for the privilege of appearing. 

The Cuarrman. The next witness is Gen. J. Lawton Collins. Gen- 
eral Collins, I am very glad to see you again. 

Senator Kerr. General, I hope you don’t go to paraphrasing Army 
regulations. 


STATEMENT OF J. LAWTON COLLINS, GENERAL, UNITED STATES 
ARMY, RETIRED, VICE CHAIRMAN OF BOARD, PFIZER INTER- 
NATIONAL, INC. 


The Cuairrman. Will you proceed, sir. 

General Cotiins. Senator Byrd and Senators, first, let me thank 
the distinguished members of the Senate Finance Committee for 
allowing me this opportunity to support the Trade Agreements Exten- 
sion Act of 1958 as contained in H. R. 12591. 

Since last I appeared on Capitol Hill in support of the military 
programs of the United States, I have joined the board of directors 
of Charles Pfizer & Co., Inc., and have been elected to the vice chair- 
manship of the board of directors of Pfizer International, Inc. The 
Pfizer organization is the world’s largest producer of antibiotics, a 
pioneer in the field of fermentation chemistry, and has also made sub- 
stantial contributions in the field of organic synthesis. Its product 
line includes antibiotics, vitamins, steroids, vaccines, animal health 
and nutritional products. In the past decade international trade has 
become of tremendous importance to Pfizer and to its 13,000 em- 
ployees and 25,000 shareholders and now constitutes about 37 percent 
of its overall business. We have manufacturing plants in 14 countries 
abroad and sell our products in almost every part of the globe. At 
the same time we receive raw materials and some finished goods from 
a variety of foreign countries. We know from experience the prob- 
lems involved in the give-and-take of foreign trade. 

On behalf of the international subsidiaries of Pfizer, I would like 
to express our support of the Trade Agreements Extension Act of 
1958 as a measure which fosters international trade on a sound basis 
and which will enable Pfizer to continue its efforts to expand its trade 
overseas to the mutual benefit of our country and those with whom we 
trade. 

Throughout this past year I have taken an active part in the inter- 
national activities of Pfizer, have traveled extensively in Europe and 
the Middle East, and, of course, have kept in touch with develop- 
ments in the international situation. It is clear to me that as an un- 
easy balance in military power is gradually being reached between the 
free world and the Soviet bloc, the Communists have shifted their 
major emphasis into the vastly important area of economic warfare. 
This type of warfare was outlined by Premier Khrushchev in an 
interview with William Randolph Hearst, Jr., in the fall of 1957 
when Mr. Khrushchev is reported to have said: 

We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States is not the ICBM, but in the field of peaceful 


production. We are relentless in this and it will prove the superiority of our 
system. 
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The Congress of the United States has recognized that to dissuade 
the Russians from converting their cold-war military threats into a 
shooting conflict we must remain strong, and is generously supplying 
the essential funds and facilities to maintain this strength. Industry 
needs support of a different nature, in the form of a more stable for- 
eign trade and foreign development policy, if we are to win the new 
economic struggle whieh Khrushchev has so openly declared. We in 
Pfizer Tnitettiationa) regard the Trade Agreements Extension Act of 
1958 as one of the essential tools made available to the executive 
branch of the Government by the Congress to insure that United 
States industry does not lose to the Communists the billions of dollars 
of export-import trade that is so important to the economic well-being 
and stability, not only of the United States, but of the entire free 
world. 

So we were gratified to witness the bipartisan unity of the House 
of Representatives in passing H. R. 12591 with such an overwhelming 
majority. When one considers that the trade agreements program 

was first enacted in 1934 and has been extended 10 different times for 
a total of 24 years, during which period the United States achieved 
world trade jeadership, it would seem obvious that the reciprocal 
trade program has proven to be one of the most beneficial instruments 
of our foreign economic policy. 

But as the problems of world trade have become more complicated 
the necessity for assured continuity of our trade policies has increased. 

I believe, if I might interject parenthetically here, Mr. Chairman, 
this factor of “assured continuity” of policy direction was the point 
that Senator Flanders was driving at earlier today in his discussion 
with Mr. Paul Hoffman and I will refer to it again a little later in my 
statement. 

Pfizer International is specifically alert to this necessity. For ex- 
ample, we have manufacturing plants in 3 of the 6 countries making 
up the newly formed European Economic Community. Our invest- 
ment in the three plants totals well over $11 million, and our annual 
sales within the 6 countries is in excess of $20 million. As is well 
known to this committee, the member countries of the EEC have 
agreed to fix a common tariff for the entire community. The 160 
million consumers living within the European Community are a 
great potential market for American goods and at the same time a 
meanebal competitive trade bloc. Producers within this area will have 
many advantages over producers outside, and there will be strong 
inside pressures to enhance these advantages by not lowering tariffs, 
which will apply to nations not members of the community, below 
existing national tariffs. The United States, in concert with other 
countries subscribing to the General Agreements on Tariffs and Trade, 
must be prepared to bargain with the Common Market on these 
external tariffs. 

The resulting reciprocal-tariff agreements will have a profound 
effect on the cost of bulk antibiotics imported from the United States 
which are processed and distributed within the Community. Conse- 
quently, our competitive position within the Common Market could 
be very adversely affected. If we cannot sell at competitive prices, 
our plants must close. Furthermore, since the general level of Com- 
mon Market tariffs will effect national tariffs in European and other 
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countries not members of the Economic Community, the volume of 
our shipments from our principal European distribution center in 
Belgium to the Scandinavian countries, Turkey, and the Middle Kast— 
now largely supplied from our stocks in Belgium—could be markedly 
affected. 

Between now and 1962, when the first stages of establishment of 
the common tariff will become effective, there will have to be con- 
tinuous and difficult negotiations under GATT to which the United 
States will be a major party. If the trade-agreements authority is 
extended for only 3 years, as some persons advocate, this authority 
would expire in the midst of these essential negotiations. Our ne- 
gotiators would be at a tremendous disadvantage and the representa- 
tives of the Common Market would have no assurance as to the basis 
of United States negotiations, which I think again is the point that 
Senator Flanders referred to. Pfizer’s stake in Europe is too great 
for us to accept willingly the risks inherent in such a bargaining basis. 
Hence, we strongly advocate an extension of authority contained in 
H. R. 12591 for at least 5 years. 

It is, of course, recognized that the interests opposing the Trade 
Agreements Extension Act of 1958 are advancing their points of view 
in what they consider to be the best interests of the United States, 
but it would seem that the escape clauses contained in the act will 
adequately protect injured parties and we certainly feel that they 
are adequate for the protection of our own domestic interests. 

In summary, therefore, I am glad to have this opportunity to ex- 
press my wholehearted support of H. R. 12591 and I commend this 
timely opportunity to continue and strengthen our economic friend- 
ship with the rest of the world in the face of the Soviet threat of 
unrestricted economic warfare. 

The Cuatrman. Thank you very much, General. Any questions? 

Senator Anprerson. I want to try to get straight here. I apparently 
don’t follow you on some of this. You say on page 2: 


We have manufacturing plants in 3 of the 6 countries. 


General Cotuins. Right. 

Senator Anperson. What do those plants make ? 

General Cottins. Pharmaceutical products very largely, but some 
fine chemicals, also. 

Senator Anperson. Yousay you sell about $20 million worth ? 

General Cotiins. Within those six countries. 

Senator Anperson. Is it produced there ? 

General Cotirins. Yes, sir; largely produced there. 

Senator Anperson. Why would our tariff policy have any effect 
upon those sales ? 

General Cotuins. If the members of the Common Market do not 
lower their tariffs, if on the other hand, for example, they raise their 
tariffs, then the price of bulk antibiotics, which we send from the 
United States, manufactured in the United States, that we send to 
France, for reprocessing and manufacture into dosage forms, that 
price would be increased. This would therefore increase the costs of 
our packaged goods in Europe and would lessen our competitive 
position with EEC countries. For example, Germany could manu- 
facture essentially the same type of articles and could undersell us. 
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_ Senator ANpERson. But you have plants of your own there already 
in Germany. 

General Cotzins. No, sir; we have none in Germany. We have a 
plant in France, a plant in Belgium and a plant in Italy. But the 

ackaging plants in Belgium and in Italy draw their bulk antibiotics 
argely from the United States, which are subject to tariffs going into 
those countries. In other areas of the world they are also subject to 
as quotas, which I think is also the case in both Belgium and 
Italy. Iam not positive on this latter point. 

So, therefore, unless we can wepienade the Common Market countries 
to do what they intend doing, that is to have a common tariff which 
will be not greater than the present national tariffs of any one of the 
member countries 

Senator ANperson. Isn’t that what they are planning? 

General Cotiins. That is what they are planning, but the point is 
that if for any reason that should not be done—— 

Senator AnpErson. How does that damage you? 

General Coriins. Well, it wouldn’t damage us if they go through 
with their planned reductions. 

Senator ANDgrson. You are questioning their good faith ? 

General Coxtirs. No; not necessarily, but we would like to see 
even the present tariffs we have to pay on goods that we import 
lowered. The EEC proposal now is that the new common tariff shall 
not be higher than the lowest current national tariffs of any one of 
the six member countries. We would like to see them fix the common 
tariff even below that point, and that is going to take some bargaining. 

Senator ANDrrsoN. Haven’t I been reading in Fortune magazine 
something about Pfizer? Hasn’t it been doing pretty well ? 

General Cotuins. Yes, sir; and we would like to continue doing so. 

Senator Anperson. Hasn’t it been growing very much under pres- 
ent policy ? 

General Cotiins. Yes, sir; and we would like to continue that 
growth. 

Senator Anperson. We would all like to grow much faster, but 
Pfizer has no complaints; has it ? 

General Cotuins. Pfizer has no complaints now; no, sir. We 
haven’t come up here offering a complaint. What we are asking is 
that this law be extended for an additional 5 years, for the reasons 
that I have given in my testimony. Weare not offering any complaint. 

Senator Anperson. But you have listed what is going to happen 
under the Common Market as the reason for it. 

General Coturns. No, sir; I said the reason why we would like to 
have it extended 5 years—perhaps I didn’t make that sufficiently clear, 
Senator 

Senator Anperson. In concert with other countries subscribing to 
the General Agreement on Tariffs and Trade. We must be prepared 
to bargain with the Common Market on these external tariffs. 

General Coturns. Right. 

Senator Anperson. We got along all right bargaining without the 
Common Market; didn’t we? 

General Cotiins. But the bargaining was under the Trade Agree- 
ments Act and we say that our hand will be strengthened in the fu- 
ture bargaining with the Common European Market countries if, from 
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the beginning to the end of this bargaining we operate under one act, 
the provisions of which are clearly known not only to us, but also to 
the people with whom we are bargaining, rather than possibly chang- 
ing the basis of the bargaining. ‘That is our point. 

enator Anperson. Do you understand that if this Trade Agree- 
ments Act is not renewed, that all things that have been done in the 
past are wiped out ? 

General Cotuins. No, sir; I wouldn’t go so far as to say that. 

Senator ANperson. What would happen, do you think ¢ 

General Cotuins. I think that there would probably be a certain 
amount of bargaining continued, but our point is that we have done 
very well under this present law. We believe that it is going to be 
necessary to negotiate, as it always is, with these foreign countries, and 
our point is that instead of possibly changing the rules in the middle 
of the negotiations, it would be far sounder to continue them to a 
conclusion under whatever act, Congress passes. 

Senator Anperson. It would only permit them to bargain further. 
It wouldn’t stop the bargaining that has taken place. It wouldn’t 
change the levels thus far achieved, and your company is one that 
certainly can’t complain about those levels. You have done all right 
abroad in the last few years; haven’t you? 

General Cotiins. Yes, sir; and as I say, we would like to continue 
that progress. Our point again, Senator, is that it is possible, in our 
judgment, that the present levels within the European Common Mar- 
ket may be lowered through bargaining. Our point is that the Trade 
Agreements Act gives to the executive branch of our Government a 
flexibility of negotiation under certain rules which are stipulated by 
the Congress. We feel that the act continuing the present policies, 
which have worked so well, should be extended for 5 years in order 
that the negotiations be conducted on a firm stable basis throughout 
that period when the Common Market is going through the process 
of setting up its external tariff. That is our point. 

The Cuarrman. Thank you very much, General. 

General Cottins. Thank you. It is nice to see you all again. 

The CHarrman. Mr. Irvin Lechliter of the American Veterans 
Committee is the next witness. 


STATEMENT OF IRVIN LECHLITER, EXECUTIVE DIRECTOR, THE 
AMERICAN VETERANS COMMITTEE 


Mr. Lecuuirer. I am Irvin Lechliter, executive director of the 

American Veterans Committee. I appreciate an opportunity to ap- 
ar before you to present our point of view on the extension of the 
eciprocal Trade Act. 

I have, I believe, given you a prepared statement, and in the interest 
of time, if I may have your permission, I will just very briefly outline 
the reasons why we favor the extension of the Reciprocal Trade Act 
for a period of 5 years. 

The CuHatrman. Do you want your statement inserted in the 
record ? 

eae Yes, sir, I should like the statement inserted in the 
record. 
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(The statement referred to is as follows:) 


STATEMENT BY IRVIN LECHLITER, EXECUTIVE DIRECTOR OF THE AMERICAN VETERANS 
COMMITTEE 


This testimony is presented by the American Veterans Committee in support 
of a 5-year extension of the Reciprocal Trade Act because AVC members believe 
that, as citizens as well as veterans, they have an obligation to support a re- 
sponsible foreign policy. We base our advocacy of extension of the Reciprocal 
Trade Act until June 30, 19638, on the following premises: 

1. For the most part today’s free nations, including America, have con- 
sistently underestimated the potential of Russia in the cold war struggle for 
world supremacy. We have underestimated this potential not only in the 
technological field but we have underestimated the Soviet Union’s economic 
potential as well. Months ago Khrushchev announced the Soviet objective of 
gaining control of the world by “peaceful” economic penetration, particularly 
in uncommitted areas. While this offensive is economic in base, it is, of course, 
politically motivated Khrushchev recognized that many of today’s underde- 
veloped nations are almost entirely dependent for their existence on trade with 
other nations. If this is not available with nations of the free world the only 
alternative is trade with the Communist world. Out of such situations will 
the Soviet Government gain political control over nations that become eco- 
nomically dependent on the Communist bloc simply because they can’t trade 
with us and other free nations. We need no more dramatic illustration of this 
than the current political repecussions resulting from the extension to Egypt 
by Russia of a market for Dgyvt’s cotton. 

2. However, there are reasons for the continuation of reciprocal trade equally 
as pragmatic as those related to our economic competition with the Communist 
bloc. Consider these two facts: (1) at least 4,500,000 American workers are 
dependent on America’s world trade for their jobs; (2) the United States exports 
about four times, in terms of dollars, more than it imports. By our failure to 
renew the Reciprocal Trade Act, we should vastly diminish the ability of foreign 
nations to sell to us and thus accumulate dollars with which to pay for com- 
modities we have for sale to them. This is “loss of nose to spite face” with a 
vengeance. By extending the Reciprocal Trade Act for another 5 years we shall 
be recognizing today’s economic fact of life: the importance of foreign trade 
as a segment of our national economy. 

8. Something also needs to be said in support of extending the Reciprocal Trade 
Act for a full period of 5 years—not 3 years, or 2 years, or 1 year—but 5 years. 
I am sure there has been, or will be, other testimony before this committee on the 
importance of a 5-year extension in light of the problems with which this Govern- 
ment will be confronted vis-a-vis the negotiations in 1962 of trade agreements 
with the six Europeans nations adhering to the common market. Let me only 
say, then, that AVC considers it unthinkable that the President of the United 
States should face the prospect of those negotiations without reliance upon the 
authority (and the time for adequate preparation) which only a 5-year extension 
of this legislation can give him. 

In addition to this immediate and compelling need for extending the act for 
5 years, AVC believes that such extension will serve an even longer range pur- 
pose. The reciprocal trade policy of this Government originated in 1934 and the 
wisdom of the policy has since been 10 times reaffirmed by the Congress. We 
believe that reciprocal trade has thus established itself as a long-range adjunct 
of our foreign policy. In view of the fluid and complex international situation 
which faces our Nation for the foreseeable future, America urgently needs the 
stability in its tariff and trade policies which a 5-year extension of this legislation 
will afford. 

Finally, AVC is not unmindful of certain displacement of some industries and 
the resultant impact on labor employed in those few industries that arise from 
the implementation of the Reciprocal Trade Act. However, we think that the 
escape-clause procedure and peril-point procedure of present legislation as it 
would be amended by the new legislation provides a considerable number of safe- 
gaurds in such instances. In any event, we do not believe that the solution to 
the competitive stresses of the world market lies in the multiplication of importing 
restrictions by this Government. Rather we believe that the solution is to be 
found in shifts of both capital and labor, where necessary, into more productive 
channels and we shall support at the appropriate time an adequate trade adjust- 
ment proposal toward this end. Fortunately, at least two such proposals have in 
the past few days been submitted to the Congress for consideration. 
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In conclusion, the American Veterans Committee urges a favorable report by 
the Senate Finance Committee of a 5-year extension of the Reciprocal Trade Act 
because— 


(1) The legislation is vital to America’s strength in the economic struggle 


with the Communist bloc for the continued freedom of the uncommitted areas 
of the world. 


(2) The continuation of the Reciprocal Trade Act is necessary to an ex- 
panded American foreign trade which is today an increasingly important 
segment of our economy. 

(3) It will lend greater stability to American foreign policy. 

Mr. Lecuutrer. We make three points in support of a continuation 
of the program for a period of 5 years. Our point No. 1 is that we 
believe the continuation of the legislation is necessary in order to 
combat the Soviet economic penetration in many uncommitted areas 
of the world. 

Underdeveloped nations, particularly, have to trade for their exist- 
ence, and if they can’t trade with the United States, they are inevitably 
going to turn to trade with the Soviet bloc. That economic pene- 
tration by the Soviet bloc will, of course, result in political control, 
and we believe that an extension of the Reciprocal Trade Act affords 
the best possibility of avoiding that catastrophe. 

No. 2, we believe that foreign trade is a most important segment 
of our national economy. We know that 414 million workers in the 
United States depend on foreign trade for their employment. 

Also, the more goods we import from foreign countries, the more 
foreign nations have dollars to buy goods that we sell. And so we 
think that as a matter of sound economy the act should be continued. 

Thirdly, we would urge a continuation for the full 5-year period 
as the bill, H. R. 12591 passed the House. I shall not say anything 
more about the problems involved in the Common Market negotia- 
tions, but I should like to add that the American Veterans Committee 
believes that extending the act for a period of 5 years is a good step 
forward in stabilizing our trade policy as an integral part of our for- 
eign policy. 

We think that it is advantageous to have a long-range period in 
which to carry out any segment of foreign policy and the Trade 
Agreements Act is certainly an important part of our foreign policy. 

ith that, I shall close, urging that a favorable report be made 
bv this committee to the Senate on extension of the act for a period 
of 5 years. 

i1AIRMAN. Thank you very much, Mr. Lechliter. 

The next witness is Mr. George F. Kohn. 


STATEMENT OF GEORGE F. KOHN, PRESIDENT, PRECISION 
GRINDING WHEEL C0., INC., PHILADELPHIA, PA. 


Mr. Koun. First, I would like to thank you for the privilege of 
coming here, and to say before I give this presentation that I am fully 
conversent with the difficulties involved in making decisions regard- 
ing this vast project. Some are matters of fact and some are matters 
of opinion, and I am happy to say that we still have that freedom 
of difference of opinion here. 

I am president of the Precision Grinding Wheel Co., Inc., of Phila- 
delphia, Pa., a manufacturer of grinding wheels. 

Faas here as a private citizen interested in the extension of the 
Reciprocal Trade Agreement Act. 
27629—58—pt. 137 


570 TRADE AGREEMENTS ACT EXTENSION 


The act has little effect upon the business of the company I head, 
We have a very limited export business and our domestic business is 
negligibly influenced by the import of foreign wheels, even though 
the tariffs on them are nominal. Our methods of production and our 
technology give us an advantage which is not adversely affected by 
foreign competition. 

American industries generally, subject to reasonable protections, 
have successfully withstood the impact. of foreign competition, and I 
believe will continue to do so as long as our economy remains dynamic. 

In any consideration of the extension of our reciprocal trade agree- 
ments, it is today impossible to divorce the international factors from 
the domestic. But it is my sincere belief that the factors of both are 
favorable and positive. Many persons have already appeared before 
you. I am certain that everything I shall present has been said be- 
fore. I trust, however, that the weight of quantity in conjunction 
with qualitative factors will influence Congress to give approval to 
the Administration’s request for a minimum 5 years’ extension of the 
act. 

We all know that Russia is employing every available means, short 
of a hot war, to defeat us. They are making trade concessions, par- 
ticularly in areas where political indecisiveness prevails. Their aim 
is to ally as many countries as possible on their side and extend their 
sphere of political and economic influence as far and as wide as pos- 
sible. They would weaken the unity of the free world and divide 
whenever and wherever possible. One of their most effective weapons 
is that of economic attrition. If successful they could gain increas- 
ing world control and power without a shot being fired or a bomb 
being dropped. And may I parenthetically, apropos of what General 
Collins said, say that was a statement which was made directly by 
Khrushchev in different language. 

A trade policy of the United States which permits a continuing 
freer exchange of goods throughout normal trading areas can do 
much to circumvent Russian efforts. Not only our natural allies but 
many so-called neutralist countries will be normally and economically 
strengthened by an extension of our Reciprocal Trade Act. They 
need at this time tangible evidence of a cooperative and helpful atti- 
tude on the part of the United States. As direct aid is reduced the 
slack needs to be taken up by increased trade. Many of our friends 
depend upon trade for their very existence. They must seek it where 
they can. If our doors are closed to them, either actually or prac- 
tically, they must turn elsewhere and Russia is willing and waiting. 

Already there are tangible signs of attempts to become less de- 
pendent on the United States. The European Economic Community 
became a reality on January 1 of this year. We have supported 
and encouraged the move. As this Western group works toward the 
reduction of trade barriers among themselves, it is important that we 
be in a position to negotiate favorably with them. Only by so doing 
will we be in a position to keep them from becoming restrictive rather 
than inclusive. 

Though much more could be said on the international aspects of 
the situation, I think the facts thereon are generally well known and 
accepted by a large majority of our citizenry. There seems to be much 
more difference of opinion on the domestic economic facts. 
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May I state unequivocally at this point that I am not advocating 
free trade. What I do urge is the enactment of a bill that will not 
basically alter that which has been extant since 1934. During the 23 
years that have intervened we have given, through democratic pro- 
cesses, privileges to our President to negotiate reciprocal trade agree- 
ments. These agreements have always been subject to legislative limi- 
tations and congressional action. They should be. But this is no time 
to revoke them. To those who are better equipped than I, I defer 
in matters of detail. I only urge that the act, which I trust will be 
continued, will be no more restrictive—no less liberal—than the pres- 
ent. I hope our present economic recession will not be unwisely used 
as an excuse to weaken the act. It would be economically, as well as 
securitywise, an error to do so. 

From the standpoint of our domestic economy, leaving aside en- 
tirely the international-political factors, what is the situation ? 

Some 414 million of our workforce depend upon exports for their 
livelihood. Were these exports suddenly to stop, it requires no great 
imagination to visualize the impact upon our economy. These exports 
represent need. They are not the results of an altruistic attitude on 
the part of the purchasers. If these purchasers cannot find an outlet 
for their goods in the United States, they must seek markets else- 
where. They cannot buy from us unless they have markets here. They 
are practically estopped from buying from us except through trade 
balances. Other media are available but not sufficient. 

Tn 1957 our exports exceeded our imports by about $8 billions; $20 
billions versus $12 billions. Certainly not an inconsiderable figure 
contributing substantially to employment. But even if the balance 
was less favorable, the fact remains that we must buy extensively in the 
foreign markets if our economy is to continue. Though we have been 
liberally blessed with great material resources, many of the manu- 
factured goods we take for granted in our daily lives are dependent 
upon raw materials unavailable there. Many of the alloys used in our 
metal manufacturing come from other countries and are a sine qua 
non of our economy. It is axiomatic that the export of goods and food- 
stuffs is an economic cushion for us, offsetting the costs of indispensible 
imports. Closing the doors to the import of other goods and materials 
will inevitably raise barriers for our exports and weaken us both 
economically and in our spheres of influence. 

It is frequently stated that lowering tariff barriers and encouraging 
imports work hardships on certain industries and segments thereof. 
That labor dislocations concurrently occur. There have been protec- 
tions against this. They should be continued on a sound and reason- 
able basis. But not to the point of establishing the equivalent of sub- 
sidies for marginal operators. I know of no subsidies that protect my 
company against domestic competition, if competitors can produce 
and distribute grinding wheels more cheaply than we. Yet I would 
surely recommend the protection of efticient industries against for- 
eign competition. I would protect individual companies with an 
industry, irrespective of their marginal nature, where the national 
security is involved. This could readily be accomplished in the writ- 
ing of the Reciprocal Trade Act, and I think has been accomplished in 
the writing of it by the House. 
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But I would caution against the act being so written that, irrespective 
of consideration of National Security, every company in every indus- 
try be protected against the ae of foreign goods. I repeat—the 

d leave in the hands of you competent 


wording of the legislation I wou 
gentlemen. 

I am sure that Frvet rovision can be made for those few instances 
where individual hardships occur. Bills are presently pending to 
take care of them. Special considerations on geographical realloca- 
tion, on unemployment compensation, on loans, and so forth, can and 
should be made. 

Statistics show the numbers involved are nominal compared with 
those whose welfare lies in the continuation of large volume export. 
It is these latter who are the many—the others the few—who need 
special treatment. 

In closing I urge most earnestly favorable action on the continua- 
tion of our Reciprocal Trade Act. I urge a minimum of 5 years be 
included in the bill. Fewer than 5 years will fail to assure ourselves 
and our international friends that we are truly dedicated to the 
principles of liberalized trade and may indeed bring to pass a psy- 
chology almost as negative as failure to extend the act. We need our 
international friends. They desperately need our leadership and 
cooperation at this time. And most of all, and selfishly, we need the 
continuation and the expansion of our foreign markets. Only through 
reenactment of our Reciprocal Trade Act can this be assured. 

The Cuarmman. Thank you very much, Mr. Kohn. Are there any 
questions ? 

The next witness is Mr. J. F. Mersereau. 


STATEMENT OF J. F. MERSEREAU, FOSTER WHEELER CORP. 


Mr. Mersereav. My name is James F. Mersereau. I am vice presi- 
dent of Foster Wheeler Corp. I wish to thank the Senate Finance 
Committee for this opportunity to appear before it in support of 
H. R. 12591, the Trade Agreements Pxtention Act of 1958, and to 
present certain points resulting from the experience of my company 
in foreign business which may be of interest in connection with the 
bill now before your committee for consideration. 

Our company is essentially an engineering and manufacturing 
concern. We are engaged in the engineering, design, and construc- 
tion of petroleum refineries, petrochemical and related plants, and 
other industrial installations. We design and fabricate marine boilers 
and condensers for merchant marines and navies, as well as large 
stationary steam-generating equipment for public utilities and indus- 
try. We also design and fabricate heat exchangers, evaporators, 
pressure vessels, and cooling towers. We supply certain control 
equipment and are engaged in the nuclear energy field, mainly in the 
supply of components. Our principal office is in New York City, 
and we have manufacturing plants at Dansville, N. Y., Carteret, 
N. J., Mountaintop (Wilkes-Barre), Pa., and Arcata, Calif. We 
employ approximately 5,000 in this country, apart from our con- 
struction business, where our employment figures will range from 
1,000 to 3,000 men in this country, and approximately 1,000 on con- 
struction jobs abroad. 
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In connection with our foreign business, we have a wholly owned 
Canadian subsidiary, Foster Wheeler, Ltd., with a manufacturin 
plant at St. Catherines, near Hamilton. This subsidiary is en 
m substantially the same business as the parent company ‘nike - 
ploys about 1,000 people. We also have a wholly owned subsidiary 
in England, Foster Wheeler, Ltd., London, which is engaged in the 
same kind of business we are, principally in the sterling area, and 
employs approximately 4,500 people. Our French subsidiary, Societe 
Foster Wheeler Francaise, is primarily engaged in engineering, em- 
ployes about 500 people, but has no manufacturing facilities. Our 
German company is not active, but can be sasneed for engineerin 
work at the proper time. Our English company has recently form 
an Italian subsidiary, which is engaged in engineering and procure- 
ment in Italy. We have organized a Japanese company, Ishikawa- 
jima-Foster Wheeler, in association with our Japanese licensees, 
which provides engineering services for petroleum refineries and 
petrochemical plants in Japan. We have licensing agreements for 
our engineering and designs in France, Germany, Holland, Japan 
and other countries. 

Our subsidiaries are primarily engaged in furnishing services and 
equipment to the areas served by the respective subsidiary. Through 
each of the subsidiaries we are able to provide United States engineer- 
ing techniques and know-how. Further, our subsidiaries have enabled 
us to obtain business and furnish equipment for currencies other 
than dollars in areas where the customer would not be in a position to 
purchase for dollars. At no time have we supplied foreign services 
or equipment to United States customers in the United States, except 
for certain specialized items which are not available or manufactured 
here. 

I have taken the committee’s time in describing our activities to 
demonstrate the scope of our work and to show that we are in a posi- 
tion to supply our services, designs, and equipment from foreign 
sources as well as from the United States. Our primary emphasis 
has been upon dollar business both at home and won However, 
our operations are flexible, and we are in a position to supply our 
services and equipment for foreign currencies where the lack of dol- 
lars makes it necessary to do so. 

Almost invariably recent inquiries from local or government en- 
titles abroad for petroleum refineries or chemical plants now stipu- 
late that dollar costs be held to a minimum and that financing terms 
would be desirable. This is understandable, in view of the fact that 
the installations we supply run into millions of dollars. Because 
of the shortage of dollars and the tendency of European banking 
groups to be more liberal with their credits to support their exports 
to certain areas, including South America, our foreign customers fre- 
quently look to Europe, although they would prefer the engineering 
techniques, materials, and equipment offered from the United States. 
On our part, we would prefer to supply equipment from the United 
Statos, for by so doing we can do a more rapid and efficient job, have 
reasonable assurances that the equipment will perform according to 
our duty requirements, and can count on the steady availability of 
replacement parts. Almost without exception our customers in Latin 
America prefer United States services and equipment, even to the 
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extent of paying a premium price in some instances, but the lack of 
dollar exchange many times forces them to look elsewhere. 

With respect to comparative costs, the varied types of equipment 
going into petroleum refineries and petrochemical plants show little 
difference in overall equipment cost between the total equipment as 
supplied to the foreign customer from the United States or from 
European or other sources. There is some differential in the cost of 
engineering services, and in certain items of equipment, where the 
United States prices are higher than the foreign price, due to our 
wage rates and overhead, but this is frequently offset by earlier de- 
liveries and the customers recognition of United States quality. We 
have also noticed that recent wage increases in Europe are compara- 
tively at a higher percentage than here and there may be a much 
smaller wage di fferential in the future. This will have the tendency 
to bring costs more in line. 

The projects in which we are interested are designed to meet urgent 
local needs, will represent an effective and substantial dollar exchange 
savings in the countries involved, and make an effective contribution 
to their industrial development. A petroleum refinery through the 
processing of the crude oil by local labor would represent a saving 
equivalent to the difference Sateen the cost of crude oil and the 
cost of the products which would otherwise have to be imported into 
the foreign country. With respect to a fertilizer plan using local raw 
materials, the exchange saving is the equivalent to the price of the 
product which would otherwise have to be imported. Such projects, 
involving substantial capital costs, provide a large market for United 
States services and equipment and represent an important element 
in our export trade. They provide employment to thousands of 
skilled workers in this country and constitute the potential for our 
further industrial development. In addition, such projects are im- 
portant in the development of the foreign country and make it possible 
for it to increase its own production, thereby contributing greatly to 
its industrial resources and improvement in the standard of living 
of its people. 

This, in turn, results in further and increased trade and the creation 
of new markets for our products. In order to permit the participa- 
tion of our own industries in these markets, it is essential that the 
foreign countries be placed in a position where they can obtain the dol- 
lars to pay for the services, goods, and equipment supplied by the 
United States. It is obvious that this cannot be a one-way street, and 
that we must place our foreign customers in a position to obtain dol- 
lars for otherwise we cannot possibly sell to them for dollars. 

We have seen many instances where, because of lack of dollars, our 
foreign customers in markets heretofore mainly supplied by the 
United States have turned to other sources for the materials and equip- 
ment they require. We haye just completed an ammonia fertilizer 
plant in South America where a substantial portion of the services 
and practically all of the equipment was furnished from France on 
long-term credits. Several large petroleum refineries in the same area 
recently completed, or in the course of construction, have been furn- 
ished by United States engineering firms with European equipment. 
The Petrobras Refinery at Rio de Janeiro, for which we have the con- 
tract, will undoubtedly look to Europe for most of its equipment. 
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These projects represent a loss of many millions of dollars worth of 
business to our United States industries; business which would have 
been ours if dollars had been available. Other projects in Argentina, 
Chile, and Colombia, to mention a few, have developed and are de- 
veloping along similar lines. The Indian Government has projected 
a Jarge petroleum refinery at Baurani and a large fertilizer plant 
at Neyveli, both jobs representing millions of dollars in equipment, 
and will probably have to look to Europe for equipment supply due to 
shortage of dollars and the attractive financing and credit terms of- 
fered by European vendors. 

In view of the position of my company worldwide, we have not 
had much occasion to get into the details of the Smoot-Hawley Tariff 
Act, or for that matter, the reciprocal trade agreement. I for one 
am not conversant with the specific provisions of this legislation. 
Consequently, I lack the background and the knowledge to answer 
questions of this committee regarding the specific provisions of H. R. 
12591. Nevertheless, my company is vitally interested in maintaining 
our markets for the benefit of our United States operations, and for 
the supply of our equipment and the equipment of our many vendors 
from the United States to our customers in Latin America and 
elsewhere. 

The two biggest problems we have confronting us in this respect 
are the problems of exchange and the problem of credits, As I 
stated before, these problems are problems for our customers, but 
obviously, unless our customers obtain the necessary dollar exchange 
and unless they are able to arrange the requisite financing, where 
credit terms are necessary, with reasonable assurances of improving 
their dollar position to repay such dollar credits and financing at 
their maturity dates, we are not in a position to supply United States 
services or equipment and must necessarily look to our subsidiaries 
and to our vendors abroad if we want the job. 

It is, therefore, to our interest to support any procedure or action 
which may be taken by our Government to make available more dollars 
abroad and in this manner to make it possible for us to take more jobs 
to provide work for our engineering offices here, to provide work for 
our plants and employment for our people and to help the many 
vendors in the United States to provide equipment from their plants 
here to our jobs abroad, which would otherwise be supplied from 
foreign sources. We believe that H. R. 12591 would result generally 
in an increase in our export trade and would assist in preserving to 
the United States markets for services and equipment which under a 
restrictionist policy would surely be lost. 

It may interest this committee that in my own company’s case 
the expansion of our business abroad has been reflected by a compar- 
able expansion of our business and employment at home. It has 
similarly contributed to greater business for the many United States 
companies who furnish us with the varied types of equipment needed 
for our installations. 

At this point I might say that we have not encountered serious 
competition from the Soviet bloc up to the present time. There have 
been instances where the Iron Curtain has been active and has offered 
to furnish our foreign government customers with substanital supplies 
of equipment on extended credit terms. We understand that Russia, 
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through Rumania, is supplying a moderately sized refinery in India 
and has made offers of long-term credits and the supe of services 
and equipment for a fertilizer plant. We have heard of several sim- 
ilar offers to several of the countries in South America, where, in 
each instance coming to our attention, there has been an expressed 
reluctance on the part of the customer to consider the Russian offers, 
We may be witnessing part of the first phase of the projected Russian 
economic penetration in Latin America and elsewhere. 

This may become more serious in the near future unless we take 
the action necessary to preserve our markets abroad and make it pos- 
sible for customers of those markets to purchase from us in ever-in- 
creasing quantities the services and materials they prefer to those from 
other sources. It is obvious to most of us that economic relations 
and the facilitation of exports and imports and the exchange of com- 
modities between the United States and other countries abroad is 
essential to maintain not only our close business ties but also our polit- 
ical and military ties for our mutual development and the defense of 
our way of life. 

As your committee may have gathered, our engineering business is 
closely related to the petroleum industry in the United States. At the 
risk of repetition of some of the statements made above, and with the 
permission of the Texas Co., we would like to bring to the committee’s 
attention the statement of Mr. Augustus C. Long, chairman of the 
board of the Texas Co., which he made to his stockholders recently 
where he said the following: 

The tendency of nations in modern times frequently has been to try, by means 
of trade barriers, to enjoy the benefits of being sellers without being customers 
themselves. This is obviously unsound; one nation obtains the money to buy 
products from another nation only by selling its own products. It is therefore 
a form of economic suicide to shut out a wide range of imports by means of ex- 
cessive tariffs and quota restrictions. The purpose of the Trade Agreements Act 
extension now before the Congress is to avoid doing this. 

There are two main aspects to the case for renewal of the act. The first repre- 
sents the simple dollars-and-cents approach: It is good for the American people 
in material terms to have this act renewed. Many American firms and workers 
are dependent on foreign sales of the goods they produce. Some 45 million 
American workers gain their livelihood from foreign trade activity. Since we 
cannot sell if we do not buy, firms and workers engaged in these activites will 
suffer if the United States should now abandon its policy of reducing trade 
barriers. 

The second part of the case relates to the leadership position of the United 
States in the free world. If the Trade Agreements Act is not renewed, or is 
renewed with excessive protectionist provisions, there inevitably would be a 
trend toward economic nationalism the world over. American exports would be 


shut out from many foreign markets. The general posture of the free world as 
opposed to the Soviet bloc would be weakened. 


We believe that stability in our trade policy is essential to the for- 
ward planning of all business engaged directly or indirectly in forei 
trade. We certainly find this true in our case. This stability is > 
pendent upon the length of time of the Trade Agreements Act exten- 
sion. Your committee has had many presentations with respect to 
the European Common Market, the European free-trade area, and 
doubtless much learned discussion of the importance of time with re- 
—_ to the extension of the Trade Agreements Act. It is submitted 
that to be effective, the reciprocal trade agreement should be extended 
for a minimum of 5 years. Without such a 5-year period within 
which to develop the procedures and to carry out the negotiations to 
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make the act effective, it would lose much of its force and benefit and 
would certainly deprive the appropriate departments of our Govern- 
ment of a basis to carry out their negotiations in an effective manner. 

We are all aware that as countries develop economically they 
become better customers for our exports. Our foreign investments 
and the credits made available through the Export-Import Bank, the 
Development Loan Fund, and other entities of the United States 
Government, and through the comparatively short-term credits made 
available through our commercial banks, are greatly contributing to 
this economic growth and are making their contributions to expanding 
the markets for our exports. This contribution would be lost and a 
great potential in our markets abroad for the maintenance, develop- 
ment, and expansion of our own industries would be seriously affected 
if there should be no extension of the Trade Agreements Act. It is 
my opinion that H. R. 12591 as passed by the House is an adequate 
extension of this act, and it should be to the interest of everyone in 
this country, whether or not directly connected with foreign trade, to 
support this bill and to exert every effort toward its adoption as law. 

1e only other verbal comment I have to make is the fact that we 
feel there are certain important points in our own business and certain 
examples which I have brought to the attention of this committee from 
our actual experience, which indicate the desirability of taking action 
in the production of more dollars abroad. 

You have heard General Collins and others here before you men- 
tion the Russian encouragement in the economic fields abroad and in 
Latin America. We have run into some of that, but actually our 
foreign customers aren’t particularly interested in giving full con- 
sideration to that phase at the present time. 

Nevertheless we feel that this is an important aspect in the back- 
ee and we must look out for it. We are in a position as you 

ow to supply our services and equipment from abroad, and we have 
— ——— in many cases to take advantage of that in order to get 
the job. 

We have in Brazil, for example, built a large ammonia plant involv- 
ing approximately $18 million, which we had to furnish primarily 
from France due to the fact that Brazil was short of dollars, and 
the fact that the French banking groups are very much more liberal 
in extending credits. That represented lost business to our industries 
here. You must remember too, if I may call this to your attention, 
that in all of our installations such as refineries and fertilizer plants, 
we buy from thousands of vendors in this country. 

We buy large items of equipment from heavy industries such as 
General Electric, Westinghouse, A. O. Smith, and concerns of that 
sort as well as a great number of miscellaneous parts. In each of our 
jobs where we had to look to Europe to supply equipment because of 
dollar shortages, we then had to supply that equipment from European 
vendors, which is lost business here. 

Furthermore, the credit feature is important too because it seems 
that our European friends are far more liberal in their credits than 
= our own banking groups or, for that matter, Government groups 

ere. 

See tate even though the foreign customer would prefer the 
equipment to be bought from here, for obvious reasons, nevertheless 
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their exchange situation and the credit offers from abroad make it 
imperative that they look elsewhere. 

This harms our industry very much in our opinion. We feel that it 
might be interesting for you to note that in our own case the expansion 
of our business abroad has been reflected by a comparable expansion 
of our business and employment at home. It has similarly contrib- 
uted to greater business for the many United States companies who 
furnish us with varied types of equipment needed for installations. 

I can give you figures if it were of interest to you, but let me say 
just briefly that since 1953 to the present time we have almost, but not 
quite, maintained our domestic export business. We have quadrupled 
our foreign business, that is the business with our subsidiaries, and we 
have nearly doubled our domestic business. 

We feel that we would have done better with our domestic business, 
particularly with respect to our export field, if we had had more dol- 
lars available to us from abroad, and that is important, Senator Mar- 
tin, particularly since we have one of our best plants in Mountain Top, 
Pa., and we would like to expand that plant. 

I am only calling these points to your attention at the moment be- 
cause I am not prepared to get into the technical matters, the Smoot- 
Hawley Tariff Act or the reciprocal trade agreement. 

I just want to say in closing that we feel the extension of the Recip- 
rocal Trade Act is important. We fully support it. We have seen 
evidences during the last few years of its very good effect upon our 
own business, and we hope that will continue and we think it should be 
extended for 5 years, because actually I can’t negotiate in South 
America and abroad unless I can at least assure the client that we are 
still going to be in business 5 years from now to complete the job. 
Thank you very much. 

The Cuarrman. Thank you very much for your statement. 

The next witness is Mr. Leo D. Keller, American Institute for Im- 
ported Steel, Inc. Be seated, Mr. Keller. 


STATEMENT OF LEO D. KELLER, AMERICAN INSTITUTE FOR 
IMPORTED STEEL, INC. 


Mr. Ketter. Honorable Senators, Congress of the United States, 
Senate Finance Committee, Senator Byrd, chairman, and Senator 
Martin, my name is Leo D. Keller. 

Senator Martin. Mr. Chairman, I would like to suggest that the 
witness just file his statement, which will become a part of our record, 
and then make a verbal comment. 

(The document referred to is as follows :) 


STATEMENT OF LEO D. KELLER, PHILADELPHIA, Pa. 


I am here today to plead in favor of a 5-year extension of the Reciprocal 
Trade Agreements Act, as provided in H. R. 12591. 

I have been in the steel import business for 23 years, excepting prior to 
World War II when President Roosevelt ordered American boats out of foreign 
waters and during our subsequent entry into the war when we could not ship. 
Prior to that, I spent 20 years of my life in steel-consuming industries. 

I will not attempt to discuss the general and political value of the reciprocal 
trade agreement program, for I assume you have all read the statements of the 
President, the Secretary of State, and others of the administration, and the 
speeches which Mrs. Luce, Senator Javits, Mr. Charles P. Taft, and many more 
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have made regarding world politics, economics, and trade.’ I can, however, tell 
you from my own personal experience, and I cover the ports in Philadelphia and 
Baltimore, that imports and exports are vitally necessary primarily to us and to 
the rest of the nations with whom we are friendly. 

Starting in January 1936, when we were just beginning to edge out of the 
depression, selling imports for me was indeed an uphill problem. In those 
days, those directly concerned here—I mean by that workmen in the shipping 
industries, the stevedores, workmen, truckmen, ete., were lucky if they got a 
day or two of work a week. By cooperation over the years, we have built this up 
to a fairly active business, which redounds to our benefit as well as the nations 
who ship to us. 

A very considerable tonnage of imports, in fact all of my sales, travels on 
American lines. It is obvious that no steamship company can long exist operat- 
ing on just one-way traffic because the cost of their crews, the food and operating 
expenses go on whether or not they are carrying cargo. There are many, many 
thousands of people, both men and women, in the United States, particularly in 
the harbor cities, who depend on imports and exports for their economic life. 

Today, even though Philadelphia and Baltimore are running very high in 
import and export tonnage, I doubt seriously from conversations that I have had 
with the men themselves that they average 4 days’ work a week. 

To do anything which might tend to lower their hours of labor would be a 
serious situation for them. I might say here I fully believe so far as labor is 
coneerned, in my experience the amount of work and labor necessary in un- 
loading, transportation, and fabrication of imports and exports is as large or 
probably more than that required for domestic production. 

If we don’t put reciprocal trade on a stable basis as national policy, it would 
certainly hurt our import trade and react on our exports too. Right now, for 
instance, with the Reciprocal Trade Agreements Act expiring and no new law 
passed, customers don’t know what the future will bring and foreign suppliers 
write all the time asking what they can plan on for the future. Their own gov- 
ernments don’t know because the whole thing depends on the United States. 
Especially with the EFuropean Common Market coming, and the Coal and Steel 
Community, international trade needs stability. We have to know not just for a 
year at a time what plans to make. This applies to production schedules, equip- 
ment, purchases, transportation, shipping, and everything. As the President 
said, it may take 4 or 5 years to set up a workable reciprocal trade program 
with Burope under the new Common Market. If we can’t plan that far ahead, 
either the Common Market won't work and this would help nobody but the Com- 
munists, or the Common Market countries will be forced to tend to cut us out. 
This would hurt us a lot more than them because we export much more than 
they do. 

I am happy to tell you that, having made this international trade my life’s 
work, I shall be glad not only if I can continue in the future, as I have in the 
past, to earn my own living but also contribute greatly to helping the livelihood 
of many hundreds of people in my immediate districts, Philadelphia and Balti- 
more. That takes in the railroad companies and the trucking industry which 
handle our tonnage, the steamship staff, the checkers, and the stevedores them- 
selves. In addition to that, the customs duties paid to the United States Gov- 
ernment over the years, and a lot is in my district, amount to billions of dollars. 

We all need to know, the steamship companies, the railroads, the truckers, 
the stevedores, the warehousemen, the insurers, the banks, the workers, that the 
reciprocal trade program will continue for as long as we can look ahead. That 
way we can work and plan and all of us benefit, as well as our friends in 
Burope. 

In closing, I wish to say to you gentlemen, in all sincerity, never a ship docks 
flying the American flag, with import tonnage on board, and I know there are 
men waiting anxiously to get working on it, that I don’t feel a patriotic thrill. 
I am now 65, and I hope I have the health to continue and that Government 
regulations will make it possible, because I realize that when I make a sale a 
chain of events is set in motion, which starts in Europe and winds up here, 
where everybody involved in manufacturing, transporting, shipping, selling, and 
fabricating benefits. 

What I have said about my area, I am sure, applies equally to every major 
ocean port in our country. 

Thank you. 
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Mr. Ketirr. I would just add this. We are of course in favor 
of the extension of the House of Representatives Act 12591 for 5 
years to give them an opportunity to get rolling. 

Five years goes pretty fast even at that. I am here on behalf of 
the American Institute for Imported Steel. Directly I am employed 
pC emer ny Steel Products Corp., of New York, who are the American 
office of the Luxembourg steel mills. 

I do not see how our shipments to the United States can hurt the 
American steel industry. We produce only 2 percent of the capacity 
of the United States. Of that 2 percent, never except during the 
Korean conflict have we exceeded 7 percent shipments of that 2 
percent to the United States, which was increased largely at the behest 
of the United States Government. 

We helped a lot of industries out at that time. The duties we pay 
run into many, many millions of dollars, and in the employment 
schedule what it means to the men on the waterfront—and incidentally 
I was there only yesterday, and while this is not in the testimony it 
might give you a brief idea. 

irst I would like to say I have heard comments here by other wit- 
nesses and questions by the Senators that there would be so much 
harm. done, and the difference in the wage rates and so forth that I 
would like to state here that the production capacity of Europe is 
nowhere near as fast as it is in the United States, No. 1. 

Here is an indication of what is going right today. This was as 
late as yesterday. This is on the docks now in Philadelphia ready to 
o out: Cloth, oil in large drums, lubricating oil and greases in small 
rums, canned goods, insecticides. There were about 20 large ha 
balers, a lot of machinery boxed up going to Germany, several li 

trucks and chemicals from Du Pont. 

Coming in was some steel which I had, chemicals, ores, bicycles, 
hams from Holland, burlap cloth which I understand is not made 
in the United States, it is a rough cloth, wood pulp, and napthalene. 
That, gentlemen, concludes what I have to say, and I thank you for 
the privilege of appearing before you. Thank you. 

e Cuarrman. The next witness is Mr. Richard England, of the 
Heckinger Co., of Washington, D.C. 

Senator Martin. Mr. Chairman, I would like to suggest to the wit- 
ness that if he would be willing to file his statement with the com- 
mittee and then make a brief comment, the Senate is already in session. 

(The statement referred to is as follows :) 


STATEMENT BY RICHARD ENGLAND, PARTNER AND GENERAL MERCHANDISE MAN- 
AGER OF HECHINGER Co., WASHINGTON, D. C. 


My name is Richard England, and I am a partner and general merchandise 
manager of Hechinger Co., Washington, D. C. I am here in support of H. R. 
12591. 


My company operates seven building-material supermarkets, catering to the 
homeowner who does his own work. Our stores are located in the suburbs of 
Washington. Many of our several hundred employees are residents of Maryland, 
and more than half of our business is done in the suburban areas outside the 
District of Columbia. I am supporting H. R. 12591, as passed by the House of 
Representatives, for two very important reasons. The first is that the bill 
earries no amendments imposing import quotas on specific commodities. While 
the bulk of our business is in products made up of American materials by Ameri- 
can manufacturers, we do sell a considerable amount of imported goods, par- 
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ticularly flush doors made with lauan mahogany door skins imported from 
Japan and plywood panels made with Japanese plywood. Any barrier to our 
supply of these materials by means of an import quota would not only seriously 
affect our sales, but would also deprive our customers of an item which many 
of them purchase in large quantities. 

As you are well aware, the building industry has suffered during the last 
few years, both in the manufacturing end and the retail end, as well. The 
acceptance by the average American homeowner of lauan mahogany doors and 
Japanese plywood panels has greatly stimulated our business in an otherwise 
declining era. 

I can tell you, as the general merchandise manager of our concern, that it is 
most helpful to have an item on our shelves which is in constant and increasing 
demand, particularly in a recession period. 

We find that having imported plywood products available for sale stimulates 
business in many other departments of our stores. For instance, with almost 
every sale of mahogany plywood we sell considerable framing lumber, floor tile, 
insulating ceiling tile, hardware, nails, paint, etc. With a typical sale of flush 
doors, we either sell sliding-door hardware, hinges, and latches or, if the door 
is to be made into a piece of furniture, we sell various types of metal or wood 
legs to convert the door into a coffee table, dining table, desk, etc. 

Ninety-nine percent of all the other products we sell in connection with the 
sale of imported plywood are manufactured in the United States. In this 
connection, may I point out that for many years we have tried to arouse a large- 
scale demand by homeowners for flush doors made with door skins of American- 
origin and American-made hardwood plywood. Japanese plywood and doors 
are so much cheaper and, in so many cases, so much more beautiful, that the 
latter have sold and the former simply have not. We pride ourselves on being 
good merchants, and a good merchant gives the public what it wants. 

This situation is not unique with the Hechinger Co., as many retail building 
material and hardware dealers throughout the country have found the same situa- 
tion existing in their businesses. For intance, Mr. EB. F. Davis, Jr., vice presi- 
dent of the Davis Plywood Corp., of Cleveland, Ohio, expresses his views in a 
recent letter as follows, and I quote: 

“Contrary to all propaganda against foreign plywood, we have sold more 
American hardwood since the introduction of foreign woods. 

“Imports are cheaper than most American hardwoods, but the interest 
aroused in the buying public in the possibilities of genuine wood paneling, has 
brought about many new sales in our more expensive American material. 
Purchasers have discovered that in many cases, United States-produced woods 
in other species can be obtained for surprisingly little more cost. 

“We are positive that our purchases of United States hardwoods would be 
greatly reduced and our sales would suffer a tremendous blow if we could not 
purchase foreign woods.” 

My second reason for supporting H. R. 12591 is because the 5-year extension 
of the act will enable my firm to operate in an era of stability insofar as the 
United States Government’s position on international trade is concerned. 
Nothing is more frustrating to a merchant than to try and plan a sales campaign 
based on the sale of imported goods if there is any uncertainty that the supply 
of these goods will be affected by United States Government policy. A 5-year 
extension of the Trade Agreements Act will enable my firm and thousands 
of other companies selling imported products to the American home to plan 
with confidence to offer the American consumer increasingly attractive items 
from our friends abroad. Most of us are prone to discuss economic issues, such 
as the hardwood-plywood situation, in terms of the effects of quotas on the 
plywood industry or the workers in that industry. We all overlook, sometimes, 
the effect of legislative action on the forgotten man—the American consumer. 
If the American consumer wishes to buy Swiss watches or French perfume or 
Scotch whisky or British woolens or Japanese flush doors, he should be per- 
mitted to do so in a market which is stable and assured. 

Therefore, on behalf of my business and on behalf of the American consumer, 
I urge you to report out H. R. 12591 without any amendments imposing import 
quotas on specific commodities and with the 5-year-extension provision of the 
bill intact. 
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STATEMENT OF RICHARD ENGLAND, PARTNER AND GENERAL 
MERCHANDISE MANAGER, HECHINGER CO., WASHINGTON, D. C. 


Mr. Enetanv. Before beginning, I should like to amend one state- 
ment that is at the beginning of my prepared statement. It states 
here that I am here in support of H. R. 12591. I am not qualified 
to say that I am in full support of that measure, because I have 
never had an opportunity to read it, and I would prefer to state 
that I am here on behalf of one aspect endorsed by those supporting 
the bill. 

Basically, I am a lumberman operating in the Greater Washington 
area, and I am familiar with a couple of products which I should 
hate to see cut off from import. 

The two products concerned are lauan mahogany plywood, im- 
ported from Japan largely, and door skins, which are an integral 
part of a flush door and are imported from the same country. 

I would like to just state a bit of personal history. I built my own 
home here in Washington in 1950. I became, as the result of building 
my own home, very interested in flush doors, which were relatively 
new at that time, and hardwood plywood. I did considerable re- 
search, personally, into the problem in order to be very up to date on 
the subject. 

Senator Marr. Mr. Chairman, would you excuse me? I just 
got a note that they are considering the conference on the authoriza- 
tion of rivers and harbors, and I am one of the conferees, and I am 
awfully sorry, but I will read your statement. with great interest. 

Mr. Eneianp. Certainly. I shall try to be as brief as I can. | 
should like to state that, as a result of the information I found out 
when I built my own home, I became very familiar with hardwood 
plywood. Approximately 2 or 3 years after I completed the home, 
around 1953 or 1954, Japanese plywood began to come into this country 
in fairly substantial quantities, both in the form of wallboard panels 
and in the form of doorskins for making flush doors. 

If I had waited 4 years to build my house, I would have saved $200 
or $300 on the cost of the doors alone, and I would have had something 
that was practically unobtainable at the time, doors made of Japanese 
lauan mahogany plywood, which is really something beautiful. They 
are sold at a price which makes them within the reach of the average 
American homeowner. 

The end result is that cutting off the importation of the doors and 
the plywood would virtually raise the cost of the average American 
home by $50, $100, or $150, depending on the style involved. 

Another interesting aspect—I am being personal, but it really is 
relevant—another interesting aspect of my personal experience is that 
I had a couple of doors left over when I built my house. I didn’t 
know what to do with them. They were gorgeous-looking walnut 
doors. 

I thought of the idea of finishing them and turning them into coffee 
tables. The legs alone cost $50 to make at that time. They were 
fabricated out of solid walnut. 

There were no prefabricated legs available on the market anywhere 
in this country as far as I know at that time. We conceived the idea 
in our company of having legs made on a mass production basis in this 
country so that doors could be made into furniture, and as a result of 
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that. the idea spread, and thousands and thousands of doors are con- 
verted into tables and desks and all kinds of pieces of furniture. And 
the fact that lanan mahogany doors are available has made these doors 
available for the average consumer. Prior to 1951 or 1952 beautiful 
hardwood doors were a matter of luxury available only to the most 
wealthy. 

You must understand the overall nature of our business. Doors are 
a very small part of our business. Mahogany plywood is a very small 
part of our business. But having a beautiful low-cost product such 
as those two represent enables us to sell a very greatly increased quan- 
tity of all sorts of products, over 99 percent of which are manufactured 
in this country. 

I have a great many manufacturers as business friends and personal 
friends, and I certainly don’t want to go on record as for or against the 
bill as such. I simply want to state that imported products such as 
and I have a couple here which I would like to 
show, Senator Byrd—are of considerable interest I believe. 

Here is a panel—I haven’t seen this myself. I have just returned 
totown. This was prepared for me in our carpentry shop. 

Here is a sample of the V-groove mahogany plywood. In the sec- 
tion nearest me, you have the unfinished ply wood as we buy it. 

In the middle section is a panel finished with one coat of white 
firzite which is manufactured and sold by the United States Plywood 
Corp., and on the end is a panel finished with one coat of Satin Lac. 

Those are, I think, beautifully finished, and the American public 
has really gone for them. We have sold tens of thousands of sheets 
locally in Washington. 

The CuHarrmMan. Was that imported ? 

Mr. Enetanp. Not the finishes. The plywood was; yes. This isa 
full 4-foot width of panel commonly used in recreation rooms. 

The next exhibit is a little hard to handle. This is an actual door, 
and I will lift it up. I want to show you something about it. The 
idea that I told you about that I got for my house was getting these 
legs made in mass production. You see here three different styles 
of legs: iron, brass, and wood, and by using these and taping the 
edges—this door has not been taped on the edges. By using tape which 
is sold by the United States Plywood Corp, you get for around $15, 
including the price of the finish, a coffee table that, in a furniture 
store would cost maybe $50 to $100—a very beautiful piece of 
furniture. 

[ will say just this: We were very skeptical about buying both the 
plywood and the flush doors made of the plywood, and we went into 
great detail examining the quality of the glue, and so forth. The 
quality of these products is excellent. We have handled them for 

several years now, and they have really held up well and we have had 
practically nocomplaints. I don’t know of any. 

In the merchandising business, which I am basically in, a small 
amount of imported items perks up your whole business. Department 
stores all over the country have had great success with import ‘virs 
where they have featured all kinds of 3 imported items in all depart- 
ments as a sales promotion, and it has helped their sales. 

Very directly, having our business better means that our several 
hundred employees fare better, and that directly affects the welfare 
of the surrounding area. The fact that these products are available 
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at a relatively low cost encourages remodeling, keeps down the cost 
of housing, and basically enables a thing of real beauty to be available 
to the American public at a reasonable price. 

Fairly equal substitutes, if the supply of these products was cut off, 
would be practically unavailable at a reasonable price, to the average 
American workingman. He would have to use materials that were 

ure imitations, wallboard that is covered with paper, lithographed, 
imitations of wood. He would have to buy plain wallboard and 
paint it. } 

The average American consumer simply won’t get the beauty of 
genuine mahogany paneling at a low cost unless the importation of 
these two products 1s — to continue. Also I predict that the 
whole door market will go way up. I think the door market is down 
to approximately 50 percent in price of what it was in 1949 and 1950 
due to this thing. So the American public is going to be better off if 
these two products are permitted to come in. 

That concludes my remarks. Thank you. 

The Cuarrman. Thank you, sir. 

The committee will adjourn until 10 o’clock tomorrow morning. 

(By direction of the chairman, the following is made a part of the 
record :) 

BozEMAN CHAMBER OF COMMERCE, 
Bozeman, Mont., June 8, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Dear Mr. Byrp: The board of directors of the Bozeman Chamber of Commerce 
has carefully considered the resolutions made by the national affairs committee 
of this chamber and feels that immediate action is necessary. 

Therefore, we have taken the action recommended by this committee and 
unanimously endorse the following resolutions concerning the reciprocal-trade 
program now before Congress : 

I. Resolved, That this committee endorse the 5-year extension of the reciprocal 
trade program as proposed by President Eisenhower, and strongly urges that the 
Reciprocal Trade Act be passed as reported from the House Ways and Means 
Committee without further crippling amendments. 

II. Resolved, That our position be communicated to all members of the Montana 
congressional delegation, the congressional committee chairmen directly con- 
sidering the legislation, and who may serve in conference and to the foreign 
commerce department of the Chamber of Commerce of the United States. 


Sincerely, 
Dr. ARNOLD R. Kress, President. 


TESTIMONY PRESENTED ON BEHALF OF THE WASHINGTON BOARD OF TRADE IN SuP- 
PorT oF H. R. 12591, sy Howarp C. DRAKE, PRESIDENT, WASHINGTON BOARD OF 
TRADE, WASHINGTON, D. C. 


On June 7, 1954, upon the recommendation of the World Trade Committee, 
the Washington Board of Trade adopted a policy urging the extension of the 
period during which the President is authorized to enter into foreign trade agree- 
ments under section 350 of the Trade Act, as amended. That policy still stands. 

There is a great deal of evidence that, far from threatening the American 
economy a policy of gradually freeing world trade from governmental restrictions 
is essential to its continued health and growth. Our exporting industry represents 
a vital and expanding segment of our economy. Yet as economic aid dwindles 
the volume of our exports tends to be become exclusively dependent upon the 
volume of our imports. Without economic aid foreign countries must earn dollars 
in the United States market in order to buy United States goods. 

We are faced with a simple series of logical choices. To hold our exports even, 
we must hold both aid and imports even. To expand exports we must increase 
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either aid or imports or both. To expand exports and reduce aid we must boost 
imports by the sum of the increase in exports and the decrease in aid. 

At the same time, our economy as it expands inevitably will need increasing 
amounts of foreign raw materials to keep running. It cannot be assured of 
getting them in the absence of an orderly and stable free world trading system, 
the creation of which is dependent upon extension of the Trade Agreements Act. 

Today, all the great powers of the free world, thanks to American economic 
aid, are restored economically to levels of production in excess of the prewar 
period; and today, their economic productive capacity has the potential of sup- 
plying a larger share of the costs of defending the free world. But these coun- 
tries, while contributing an increasing share of the burden of mutual defense, 
still rely on the United States to provide the lion’s share. This is in large meas- 
sure the result of political decisions which restrict the expansion of economic 
wealth and confine it within the borders of countries. 

The full development of the free world’s economic resources continues to be 
severely handicapped by the legal and political barriers of an earlier era, barriers: 
that isolate economies within national boundaries when they should be integrated 
into a productive free world unit. As a consequence, the richest of this family of 
free nations, the United States, bears a disproportionate share of the burden of 
assuring the prosperity and safety of the free world. 

Full utilization of free-world resources: To carry out the strategic policy of 
the United States for the political and military cooperation of the free world, 
the American people have the choice of continuing to shoulder this burden, as at 
present, or of promoting foreign economic development so that the people of 
foreign countries can pay their own way. 

The responsibility of all countries, especially the United States, in keeping 
the peace and in improving decent living conditions, could be made less onerous 
by a more efficient utilization of the economic resources available to the free 
world. Without exception, all countries would gain, through an expansion in 
the total economy, in the capacity to produce goods, employ labor, and pay taxes. 

Trade barriers are also undesirable for the reason that they tend to com- 
partmentalize economies within national boundaries, depriving them of the 
healthful benefits of international competition. Foreign goods allowed to com- 
pete fairly with goods of domestic manufacture not only supply much-needed 
foreign currencies but also stimulate the improvement of technology both in the 
exporting and importing country. We have been fortunate in the United States 
because competition has prevailed among our companies. In many foreign na- 
tions where domestic competition is highly restricted, protective tariffs tends 
to give the national firms a virtual franchise, protecting them against the com- 
petition of more efficient foreign concerns. 

Such protection encourages neglect of technological improvement, higher 
prices, lower wages, restricted sales, and, consequently, less contribution to the 
nation and the free-world community. If we fix high tariffs on foreign goods 
we must expect other countries to pursue the same policy. A full utilization of 
the world’s resources cannot be achieved with legal and political barriers restrict- 
ing the international flow of trade, capital, and technology. 

The efficiency of American companies is ample assurance that they have little 
to fear from the importation of foreign goods. But, American goods exported 
abroad can contribute much to the development of foreign technology and pro- 
gressive enterprise. 

It just doesn’t make sense for the American people to spend billions of dollars 
to build up the economies of its allies and then refuse to accept the products of 
those economies. It can be dangerous, too, as some of our exporters are finding 
out. For our allies will sell their goods somewhere—they must trade to live. 
The first place they look is in the free-world markets outside the United States. 
Many of these countries are short of dollars because of our failure to buy enough 
of their goods and they become eager customers for subsidized European and 
Japanese exports. This hurts our exports to third markets and if carried far 
enough could gradually isolate us from the economic bloodstream of the free 
world. 

As we see it, the aim of the President’s foreign economic program is to 
create a framework for the free-world economy within which it can expand 
by gradually freeing itself from artificial uneconomic restrictions. Now the 
British did this in the 19th century with gunboats and whiffs of grapeshot 
which enforced a free, stable international trading system upon the world run by 
the city of London. It can’t be done that way today. But we are trying to. 
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reach the same objectives through voluntary international cooperation to reduce 
arbitrary governmental restraints upon the movement of goods, people, money, 
and know-how. 

This fragile network of international cooperation is embodied in three inter- 
national organizations—the International Monetary Fund, the World Bank, 
and the General Agreement on Tariffs and Trade. Their joint task is to set 
up agreed standards of trade, monetary, and an investment practice within which 
the free-world economy can function on an orderly and predictable basis. 

A predictable United States tariff policy is essential to any lasting interna- 
tional economic cooperation. 

The United States has as much, if not more, to gain from more trade than 
other countries. After all, we have the surplus of capital to invest, a greatly 
productive industry and agriculture which, operating at full capacity and em- 
ployment, produces a surplus for export. Moreover, military considerations 
dictate that to protect ourselves, we must protect the outposts of the free world. 

We have then, the choice of fencing our economy in and burdening the 
American people to subsidize our exports and to carry the major part of the 
costs of free-world defense, or of trading with the free-world countries on a 
businesslike basis so that they can pay for their purchases from the United 
States and can pay their share of mutual defense against Soviet imperialism. 

The Washington Board of Trade, and its over 7,000 members, appreciates 
this opportunity to go on record as supporting the above-mentioned bill, H. R. 
12591. We feel that its passage is necessary for our economic well-being and 
that of the free world. 


CustToMs Brokers & FORWARDERS ASSOCIATION OF AMERICA, INC., 
New York, N. Y., June 16, 1958. 
Hon. Harry F. Byxp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Deak SENATOR Byrp: This association wishes to go on record with your 
committee as favoring the continuation of the reciprocal trade agreements pro- 
gram for a further period of 5 years. 

This association consists of approximately 550 customhouse brokers and 
foreign freight forwarders, located at every principal port in the United States 
and some abroad. A booklet showing our membership is enclosed herewith. 

The customhouse brokers, representing the importers, are the first to service 
the imported merchandise through the United States Customs, and as forward- 
ers, they are the last to service shipments being exported from the United States. 

While this association does not specifically concern itself with the rate of 
duty on any particular article, whether it be a high rate or a low rate, it is 
very definitely concerned with any legislation or policy which has a tendency 
to affect the foreign trade of the United States. In our experience, we are of 
the opinion that the reciprocal trade agreements program has fostered the for- 
eign commerce of the United States in both directions, and we believe an 
abandonment of it at this time would definitely adversely affect this foreign 
commerce, which of course in turn would seriously affect our domestic economy, 
since it is well known that the export commerce is of great value to business 
and labor in the United States, and the import commerce is of great value 
to our friends and allies. 

At a membership meeting of this association, held on February 20, 1958, it 
was voted that this association place itself on record with your committee 
as being fully in aceord with the extension of the reciprocal trade agreements 
program, and we ask that this letter be entered into the record of the hearings 
currently taking place. 

Yours very truly, 
MARTIN A. Kerner, President. 


STATEMENT OF Harry A. BULLIS, CHATRMAN OF THE BoArD, GENERAL MILts, INC., 
MINNEAPOLIS, MINN. 


I believe that the extension of the Trade Agreements Act for another 5 vears 
is essential in the best interests of the American people, the general health of 
our economy, and world peace. 

In this age of technological progress, no nation can be entirely self-sufficient. 
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The nations which are allied with us and those where we hope to develop 
friendly support are dependent upon trade to strengthen their economies. 

The value of sound foreign-trade policies is well illustrated by the spectacular 
economic recovery of West Germany. By freeing her trade more and more and 
exposing her industry to international competition, Germany has built up her 
economic and financial strength. 

We have only to look back to the period following the enactment of the 
Tariff Act of 1930 to realize that restricting our imports in a period of recession 
mikes certain the spread of recession around the world. Uncertainty in our 
trade policies in this period of mild recession would lead to reduction in our 
foreign trade. Smaller imports would create hardship for our trading partners 
abroad and smaller exports would reduce production and add to unemployment 
in this country. 

In this connection it is well to keep in mind certain fundamentals: (1) trade 
is a two-sided matter which helps both seller and buyer; (2) foreign trade today 
has far-reaching political and military meaning as well as its commercial and 
economic side; (3) many of our allies must have foreign trade to survive, re- 
ducing our trade with them is practically inviting them to increase their trade 
with the Communist world; (4) increased export trade is needed to keep our 
own economy strong by furnishing outlets for surplus productive capacity, 
both agricultural and industrial. This is particularly true of our durable goods 
production where we are especially efficient and where the present recession is 
largely concentrated. 

We are trying to demonstrate to the world the superiority of our free-enter- 
prise system. It is a system which thrives on competition that requires ever- 
increasing efficiency for industrial survival. In this competitive world we can- 
not afford to be less efficient than our competitors abroad. Failure to extend 
the Reciprocal Trade Agreements Act would be an admission that we are un- 
prepared to meet the challenge of foreign competition. 

Unless we continue the policies of the reciprocal trade agreements program 
and our efforts to enlarge both our imports and exports, our foreign trade 
will deteriorate. In that event the economies of many nations of the free world 
would be weakened unless, in the interests of world peace, we increase our 
foreign aid to compensate. 

It seems clear that the wise course is to extend the Reciprocal Trade Agree- 
ments Act. 


AMERICAN RADIATOR & STANDARD SANITARY CORP., 
New York, N. Y., June 16, 1958. 
Hon. Harry I. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

My Dear SENATOR ByrpD: Although it will not be possible for me personally 
to appear at hearings which, I note, are to be held beginning June 23, on the 
hill te extend the reciprocal trade program, I want by this letter to record with 
you our snpport for this legislation. 

Progressive steps to lower existing barriers to international trade, whether 
they are in the form of tariffs or quota restrictions, are essential to further 
the long-range interests of this country, as well as the rest of the world. De- 
spite the temporary dislocations which occur and the adjustments which are 
necessary for particular plants and industries—and we are perhaps more aware 
of some of these problems than others—the goal of maximum production by 
the world economy can only be achieved if production from the most economical 
sources is given free access to world markets. With development of the econo- 
mies of other countries, disparities in labor costs will lessen. Dangers to our 
economy from too abrupt changes in tariff levels are adequately safeguarded 
against by the proposed escape provisions. 

We urge favorable action on the pending bill as a sound forward step which 
will lessen economic tensions, promote general well-being, and serve the cause 
of world peace. 

Very truly yours, 
JOSEPH A. GRAZIER. 
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CALIFoRNIA Texas Om Co., L1p., 
New York, N. Y., June 13, 1958. 
Hon. Harry F.. Byrp, 
Chairman, Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Sim: Our attention has been directed to the hearings now being held 
by your committee on the extension of the Reciprocal Trade Agreements Act. 

California Texas Corp. is an American company, the stock of which is owned 
by the Standard Oil Company of California and the Texas Co. Our work in- 
volves us directly in the mainstreams of international trade. Some of our sub- 
sidiaries and affiliates have been operating in this trade for more than 50 years. 

In our opinion, our country’s posperity, position, and leadership in world 
affairs and its security can be materially advanced by a further growth of 
world trade or, alternatively, seriously impaired by world trade curtailment. 
The active encouragement of world trade seems especially important under the 
uncertain conditions existing today. For these reasons favorable action at this 
time by the Congress on the extension of the Reciprocal Trade Agreements 
Act without crippling amendment seems to us essential to the welfare of the 
United States. 

UNITED STATES PROSPERITY 


The prosperity of a large segment of United States industry and agriculture 
is dependent on export markets for United States goods. For the most part such 
exports are paid for by the purchasing countries with dollars earned by them 
through supplying imports into the United States. Thus, imports from other 
countries have made possible exports from the United States which have grown 
from less than $10 billion in 1950 to more than $19 billion in 1957, excluding 
military supplies. The jobs of some 4,500,000 Americans are estimated by 
the United States Department of Commerce to be dependent on United States 
export trade. 

Among the many sectors of United States industry and agriculture for 
which exports are important, are the following, according to the latest avail- 
able information from United States Government sources : 


Percentages of United States domestic production of various commodities which 
were exported during period January to September 1957 


Foodstuffs : Percent 
a a meomenenenaniomnenmenenanesinees 54 
a carentennignininleweb enti en ureniapmnsonnenabebanmniie 79 
Cees suinan Naceeanaicmnepan ine datas otsoieteitisaeepegtseieniteTodenestinntiethileienliieaes 39 

Other agriculture: 

I cpacmpunismenennnenepipesboebenataree 56 
a atari lerareiemepeeentinateumnensinis 24 

Raw materials: 

a nlmeeiebichanmnenendiavetnanniiesestiepephee anil 16 
i ha eS atimnecdieanetiice 18 

Machinery : 

I eel inertasa it dhenenels mripideeinntatnes 35 
I a cael hcl edebmanengiiguimnapanimntndbends 16 

Transport equipment: 
ate cli em itianaeipnentlbudirqeineme 30 
Tan dihninenidp aidan tel wri innninionsinbendiciin niente 34 
I UNO SN, tel lite ll link cele al eereinieaiaheeetdetenie betaine 19 


The prosperity of another important segment of United States industry is 
directly dependent on imports of foreign goods. In some cases raw materials 
needed by United States industry are not sufficiently available in the United 
States. In many other cases, imports give United States producers of both 
capital and consumer goods a supplementary choice of supplies which assists 
them in minimizing costs, improving quality, or better serving the American 
consumer in other ways. 


UNITED STATES POSITION AND LEADERSHIP 


Constructive leadership by the United States in the field of international 
trade seems vital at the present moment in which the general economic state of 
the free world is one of uncertain balance between recession and further 
progress, 
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Under these conditions, the direction of the next major movement in the eco- 
nomics of the free world will clearly be affected by actions of the United States 
in the field of foreign trade that promote or alternatively upset their stability 
and prosperity. That this stability and prosperity are in a state of delicate 
equilibrium at the present time is indicated by such basic facts as that 40 to 
50 percent of world trade is transacted in sterling currency which is backed by 
only 4 percent of the world’s exchange reserves. Obviously, a reversal in the 
trade policy of the United States such as failure to extend the Reciprocal Trade 
Agreements Act, could administer a shock to this stability which could upset 
world trade and thus have far-reaching consequences on the prosperity of the 
United States. 

In the particular case of Europe, decisions taken by the United States Gov- 
ernment this year in the field of international trade policy may well determine 
the ability of United States exporters to sell American goods in Europe for 
many years to come. The recent establishment of a European Common Market 
gives its six member countries a trading area with a population about equal to 
that of the United States. This area will hereafter negotiate as a unit its 
tariff arrangements with nonmember countries and whether it will choose to 
reduce its restrictions on imports from the United States will depend largely 
on the liberality of our own trade policy. We can favorably influence this 
choice and thus foster the acceptance of American goods in the European Com- 
mon Market by constructive leadership in maintaining and advancing the 
liberalization of our own trade by positive actions such as the renewal of the 
Reciprocal Trade Agreements Act. 


UNITED STATES SECURITY 


Constructive action by the United States in the field of international trade 
seems required also from the standpoint of the security of the United States. 
By agreements with 30 foreign nations, the United States is committed to a sys- 
tem of collective security. Every step we take that permits our allies to earn 
their own way, strengthens our allies, and thereby bolsters our joint security. 
A policy of restrictive, so-called trade protectionism is in basic conflict with the 
security of the United States. 

Caltex’s own experience illustrates how freedom of trade fosters the security 
of the United States in still another way. The considerable freedom from import 
restrictions on the growth of our trade and corresponding facilities which we 
have enjoyed in the Eastern Hemisphere has made it possible and practical for 
us to develop very large supplies of strategically situated petroleum products 
which have been availalbe on call by the military forces of the United States in 
case of emergency. These supplies served United States and allied forces well 
in the Second World War and in the Korean war. 


CONCLUSION 


In conclusion, may we direct your attention to the statement of the desirable 
direction for American trade policy given by President Eisenhower 4 years ago 
in his message to Congress on foreign economic policy when he said: 

“* * * The national interest in the field of foreign economic policy is clear. 
It is to obtain in a manner that is consistent with our national security and 
profitable and equitable for all, the highest possible level of trade and the most 
efficient use of capital and resources. * * * The solution is a higher level of 
two-way trade.” 

From our observations and experience in international trade we have no hesita- 
tion in supporting in the strongest terms the renewal and strengthening of the 
Reciprocal Trade Agreements Act by the Congress in a form that will permit it 
effectively to achieve its objectives. We feel sure that without such action the 
role of the United States in the promotion of freedom through the removal of 
restrictions on international trade would be greatly handicapped. 

Yours very truly, 
W. F. BrAmstepr, 
Chairman of the Board of Directors. 
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Tue Brack & DecKEeR MANUFACTURING Co., 
Towson, Md., June 17, 1958. 
Senator Harry F. Byrp, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Byrp: We strongly recommend a 5-year extension of the Recip- 
rocal Trade Agreements Act, as requested by President Eisenhower. 

As an exporter and overseas investor with a great stake in United States legis- 
lation affecting foreign commerce, we were happy to note the overwhelming 
majority with which the House recently approved the trade bill. We sincerely 
hope that the Senate will likewise extend the Reciprocal Trade Agreements Act 
without any crippling amendments. 

We favor a 5-year extension of the Trade Agreements Act in order to give the 
administration the authority to prepare for and enter into negotiations with the 
developing European Common Market. We also support the 5-year extension 
because it will give increased stability to our foreign-trade policies. 

We are particularly interested in the extension of the Trade Agreements Act 
for three reasons. 

First, as an exporter, we ship our products from our main factories in Mary- 
land to over 112 foreign markets. Many of our workers in Maryland depend 
upon these exports for their employment. 

Secondly, as an extensive overseas investor, we are vitally affected by actions 
which our Government takes which encourage more liberal international trade 
and investment policies. Protectionistic amendments to the Reciprocal Trade 
Agreements Act will stimulate economic nationalism and protectionism in other 
countries. If these tendencies increased, we believe we would be handicapped in 
realizing our growth opportunities overseas. 

Finally, as an American company and as citizens, we hope that our Government 
will take steps to strengthen trade and investment bonds with the rest of the 
free world. In this critical period, it is particularly important to foster eco- 
nomic cooperation with other free countries. A 5-year extension of the Reciprocal 
Trade Agreements Act would be a major step in this direction. 

Sincerely, 
Rosert D. Buiack, President. 


RAYMOND INTERNATIONAL, INC., 
New York, N. Y., June 16, 1958. 
Hon. Harry F. Byrp, 
Chairman, Scnate Finance Committee, 
Washington, D.C. 


Dear Mr. CHAIRMAN: As vice president in charge of operations abroad, I am 
vitally interested in supporting the Trade Agreements Extension Act now before 
the committee. Raymond operates overseas as a general contractor and under- 
takes all types of construction. The company ranks among the Nation’s top 
overseas construction firms, and has completed a wide variety of jobs in many 
parts of the world. Last year, Raymond’s wholly subsidiaries were active in 
25 countries on 330 contracts. Areas of major activity are Spain, Turkey, Cuba, 
Canada, Puerto Rico, Thailand, Venezuela, Brazil, and Colombia. 

The scope and volume of our work abroad has increased sharply in recent 
years. Volume has quadrupled in the last 10 years, and last year, for the first 
time in Raymond’s history, income from overseas work accounted for more than 
half of total net earnings. 

Because of Raymond’s broad international interests, I speak from considerable 
experience in commercial and economic relations with the rest of the worid. I 
should say first that I wish to support an extension of the Trade Agreements Act 
for a sufficient period of time—certainly not less than 5 years—with authority 
delegated to the President for tariff reduction adequate to the needs of a steadily 
expanding economy and, finally, an extension free of amendments calculated to 
weaken or frustrate the basic purposes for which the act is intended. 

Our company is one of many American organizations that are exporting 
American know-how and services. We feel the exportation of these two valuable 
commodities is no less important than the exportation of the more usual trade 
commodities. It has been our universal experience, when operating abroad, that 
any obstacles of trade, however indirect, tend to make it more difficult for us to, 
first, reach an agreement with our foreign client on work which we may perform 
and, secondly, to perform that service once the contract has been concluded. 
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The American construction industry operating abroad does not work on a 
subsidized basis. On the contrary, we are in constant competition with foreign 
firms whose costs of operation are considerably less than our own. The Ameri- 
can construction industry operating overseas, in fact, operates on a practically 
free-trade basis. The fact that it can do so successfully is an indication of the 
ability to compete with its foreign competitors in spite of their advantage in 
lower overhead costs. 

We feel the maintenance of as broad a base of international trade as possible 
is essential to our industry, as well as the general well-being of our country. 
The Trade Agreements Extension Act is a step in this direction, and we rec- 
ommend its favorable action by your committee. 

Yours very truly, 
H. C. BoscHen. 


SEATRAIN LINEs, INc., 
New York, N. Y., June 16, 1958. 
Hon. Harry 8. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 


DEAR SENATOR Byrp: With respect to the hearings which your committee is 
currently holding on the proposed extension of the Trade Agreements Act for 
a period of 5 years, I should like to indicate by this letter my earnest support for 
enactment. 

I am taking the liberty of enclosing a copy of the letter which I addressed 
last March to the Honorable Wilbur D. Mills, chairman of the House Ways and 
Means Committee, setting forth my views in this matter, and I respectfully 
request that it be made a part of the record of your committee’s hearings. 

Sincerely yours, 
JOHN L. WELLER. 


SEATRAIN LINES, INC., 
New York, N. Y., March 20, 1958. 
Hon. Witsur D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 


DeAR Mr. MILits: The purpose of this letter is to indicate my support for 
the extension of the Trade Agreements Act for a period of 5 years, and continu- 
ing authority to the President for tariff reductions as proposed in H. R. 10868, 
which your committee has under consideration. 

I am sure that others more directly concerned than myself in international 
trade and affairs will have furnished your committee with all the necessary 
data revealing the importance of our exports to the American economy, and of 
the Trade Agreements Act to our foreign relations. Therefore, I shall not 
attempt to repeat these statistics, except to point out that I believe there are 
presently about 414 million American workers employed in activities directly 
related to exports. 

My particular concern is with the present status of the American economy; 
it is passing through a period of recession which all of us hope will be brief 
in duration and mild in intensity. We hope that the changes in our social and 
economic structure which have taken place in the last 20 years or more will 
serve to prevent this or any similar recession deepening into a serious depres- 
sion of the type which occurred in the 1930’s. This will be a vain hope if we 
repeat the errors which brought about the worldwide stagnation of trade in 
that period. 

Those of us who are old enough remember all too keenly the great depresston, 
which began 12 years after the end of World War I. It was precipitated in 
large part by two factors: the cessation of American investments abroad, and 
the Hawley-Smoot Tariff of 1930, which effectively choked the flow of 
imports and exports. Today, 12 years after World War II, our foreign trade 
is a much more important factor than it was then, and any indication of a 
disposition by the United States once more to shut off foreign trade and invest- 
ment would have even more serious consequences than such a disposition had 
then. 

In addition, therefore, to the arguments which will be made to your com- 
mittee concerning the effect of the Trade Agreements Act on our foreign rela- 
tions or on specialized groups in our Nation, I wish to urge upon your commit- 
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tee that you consider carefully the affirmative value which an extension of this 
act would have for the immediate welfare and prosperity of the United States ; 
and conversely, the dangers posed by any decision to restrict our foreign trade, 
particularly at this time. 

I should appreciate having this letter included among the records of the 
hearing for the consideration of the committee. 


Sincerely yours, 
JOHN L. WELLER. 


Port oF OAKLAND, BOARD OF PorT COMMISSIONERS, 
Oakland, Calif., June 17, 1958. 
Hon, Harry FiLoop Byrp, 
Chairman, Senate Finance Committee, Washington, D. C. 

Dear SENATOR Byrp: On March 3, 1958, the board of port commissioners of 
the city of Oakland passed resolution No. 11138, endorsing and supporting re- 
newal of the Reciprocal Trade Agreements Act. A copy of this resolution is 
attached. 

As it will be impossible for a representative of the port of Oakland to appear 
before your committee, we wish to make our views known and urge your com- 
mittee’s approval of legislation which will extend the Reciprocal Trade Agree- 
ments Act in the form already approved by the House of Representatives. 

Sincerely, 
Duptey W. Frost, Hzecutive Director. 


BOARD OF PORT COMMISSIONERS, CITY OF OAKLAND 
RESOLUTION No. 11138 


Resolution endorsing and supporting renewal of Reciprocal Trade 
Agreements Act 


Whereas the Reciprocal Trade Agreements Act first enacted in 1934 has been 
instrumental in promoting international trade and has resulted in progress and 
prosperity in our own and in friendly nations; Now therefore, be it 

Resolved, That the Board of Port Commissioners does hereby endorse and sup- 
port legislation extending the Reciprocal Trade Agreements Act beyond its pres- 
ent expiration on June 30, 1958. 

At a regular meeting held March 3, 1958, passed by the following vote: 

Ayes: Commissioners Estep, Hansen, Levy, Tulloch, and President Gal- 
liano (5). 

Noes: None. 

Absent: None. 


STATEMENT BY WARREN LEE PIERSON, CHAIRMAN, TRANS WORLD AIRLINES, INC., 
New York, N. Y. 


Any American businessman who has taken the time to consider the matter 
knows that this Nation needs foreign markets just as much as it needs the goods 
which we buy abroad. Virtually every American industry sells some part of 
the goods it produces abroad. American agricultural producers are, if any- 
thing, even more dependent on foreign markets. To name only a few, chemicals, 
autos, agricultural machinery, textile machinery, and electrical machinery are 
all industries which export in substantial quantity. Soft coal and certain petro- 
leum products, particularly lubricating oils, are finding increasingly profitable 
markets abroad. In the field of agriculture a large portion of such staples as 
wheat, cotton, and tobacco are exported, as well as more special products such 
yi apples, dry whole milk, inedible tallow, and grease, dried peas, and many 
others. 

This country also needs a large and growing variety of goods from other 
countries. The story of the raw materials which we must import to keep our 
factories running is well known. Although less has been said about the manu- 
factured goods which we need to import, they are also necessary to the working 
of our economy. In war and peace the United States has benefited from im- 
ports in such fields as electronics, specialized industrial machinery, aircraft 
engines, and other commodities. Their importation has not only been of direct 
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benefit, but they have also stimulated and inspired new and better products in 
this country. It is a truism in business that success depends in large part on 
being able to predict the demands of the market. In modern dynamic economies 
there are so many economic factors at work that such prediction is extremely 
hard. When governments, including our own, add to the problems of the busi- 
nessman by uncertainty in laws or regulations, the difficulties become very great. 

In recent years the foreign trade policy of the United States has been de- 
cidedly uncertain. The present bill is the fifth renewal of the Trade Agree- 
ments Act just since 1951. Several of these renewals have involved important 
changes which significantly affect business operations. Furthermore, pro- 
visions have been written into the act which themselves make the conditions for 
doing business uncertain. The escape clause, in particular, is a real obstacle 
since it always poses the threat that imports will be restricted just at the 
moment when the effort of developing a market in the United States has be- 
come profitable. 

It is hard enough for American businessmen to keep up with these changes 
with all the resources we have to obtain information on United States laws 
and regulations. The problems these continual changes create for foreign 
businessmen are even greater. Yet these foreign businessmen are our custom- 
ers and our suppliers. Unless they can do business profitably with us, we will 
not be able to do business profitably with them. 

The only conclusion which can be drawn from this is that the present bill 
to extend the Reciprocal Trade Agreements Act should be enacted without any 
other amendments to weaken it. The many safeguards which have been written 
into the act give domestic producers ample protection. If they are given any 
further protection it can only be at the expense of the much larger section of the 
American business community which is engaged in one form or another of in- 
ternational business. It is also important that the act should be extended for 5 
years so that there will be more stability in this field. 


JUNE 23, 1958. 
Senator Harry FLoop Byrp, 
Chairman, Finance Committee 
Senate Office Building, Washington, D. C. 

My Dear SENATOR Byrgp: I wish to file this statement favoring the 5-year ex- 
tension of the Reciprocal Trade Agreements Act without crippling amendments. 

Because of the Soviet economic offensive around the world, the 5-year tariff 
reduction program of the newly formed European Common Market, and our own 
economic recession I feel it more than ever important that the act be extended, 
that the President’s final authority with the best interest of the total nation in 
mind be not impaired. 

After careful study of two reports on the effect of foreign trade on New Jersey, 
I am convinced that the reciprocal trade agreements extension is essential to the 
wellbeing of our State. Both of our Senators have agreed with the findings of 
these reports. 

The recent survey made by the League of Women Voters of New Jersey found 
that a large majority of our manufacturers have a direct interest in foreign 
trade. Our State is the Nation’s sixth industrial producer. 

According to a census of manufacturers made by the Department of Com- 
merce, our 8 principal industries employ approximately 555,000 workers, ac- 
counting for about 70 percent of all manufacturing jobs in the State, and over 
27 percent of all jobs in New Jersey. The study conservatively estimates that 
the export trades of these 8 industries provides full-time jobs for at least 33,400 
workers. 

In order that we may help to strengthen the economic status of our friends 
and allies I urge the Senate Finance Committee to report the Trade Agree- 
ments Act out without crippling amendments, and for a 5-year period. In fact, 
altho the present bill is acceptable to me, I have been disappointed that it is not 
stronger. Any further weakening of the bill would be disastrous to our own 
economy and to our already too impaired relations with other nations whose 
good will and cooperation we sorely need. 

Sincerely, 
Mr. Georce B. MARTIN. 
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BROOKLYN HEIGHTS, N. Y., June 21, 1958. 
Senator Harry F.. Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 


Deak Senator Byrp: I am writing in support of the passage, without amend- 
ment, of H. R. 12591, for reasons which are contained in the enclosed reprints 
of a recent article of mine. I request that the article be printed in the record 
as my personal statement and without reference to my law firm which has no 
connection with this matter whatsoever. 

I would very much appreciate being sent a copy of the portion of the record 
which contains my statement, if that is possible. 

Very truly yours, 
PETER T. JONES. 


[From the May 19, 1958, issue of Export Trade and Shipper, New York, N. Y.] 
Tue Bastc MEANING OF WorLD TRADE TO THE AMERICAN PEOPLE 
By Peter T. Jones 


The Trade Agreements Act, which underlies our entire reciprocal trade pro- 
gram, is today in serious danger. The present bill, H. R. 10368, with the provi- 
sions of which every reader of this magazine is familiar, would extend the pro- 
gram for 5 years from its expiration under the existing law, this June. 

In presenting this bill to Congress, the administration for the first time decided 
to put its “domestic foot’ forward, rather than its ‘foreign foot.” Secretary of 
Commerce Weeks, rather than Secretary Dulles, was chosen for the kickoff in 
an endeavor to impress Congress with the importance of foreign trade to that 
which is nearest and darest to the hearts of most legislators—the economic wel- 
fare of their own constituents. 

In years past the Department of State has been put in command of the fight for 
our trade program, because it was thought that the most important reason for 
promoting foreign trade was its crucial role in strengthening our relations with 
other nations. As far asI can tell, the importance of foreign trade to our foreign 
relations is still thought by many members of the administration to be the No. 1 
reason for fighting for the program, even in time of recession. 


POCKETBOOK EFFECTS 


But the State Department is not thought to have too many ardent supporters 
among the folks back home, and our friends in neighboring lands don’t vote. 
Thus this year the administration decided for tactical reasons to emphasize that 
aspect of our foreign trade program which often seems to be of greater concern 
to Congress—the immediate effect on some of their constituents. 

The effect of foreign trade on the American pocketbook and on the general 
health of our domestic economy is highly important at any time, and especially 
in time of recession. And a healthy domestic economy is, of course, part and 
parcel of a strong foreign policy. But everyone is already focusing on the 
domestic aspect of the question which in fact is of lesser ultimate importance 
than the foreign aspect, although perhaps easier to comprehend. I should like, 
therefore, to put first things first by concentrating primarily on an analysis of 
the role of foreign trade in meeting the greatest challenge of our times—the 
challenge abroad. 

We must never lose sight of the fact that the Soviet Union today is busily 
waging a cold war against us and, by the very presence of its vast military ma- 
chine, is also permanently threatening a hot war. Defeat for us in either would 
be disastrous, although at times, from reading our papers, one would hardly 
think so. All to frequently, we seem to be focusing with dangerous single- 
mindedness on our miiltary posture and the threat of hot war. Tonight, how- 
ever, I am going to stress the cold war, not because we can afford for 1 minute to 
turn our backs to the danger of hot war, but because it is clear Moscow’s military 
challenge will never go unheeded in America. The reason was well put recently 
by Douglas Dillon, our capable Under-Secretary of State for Economic Affairs, 
who said: 

“History is repeatedly disclosing that when the Americans are faced with a 
serious problem which is unmistakably clear to them, they somehow discover the 
unity, the resources, and the determination to solve it. I do not doubt, therefore, 
that our missile-satellite program will succeed.” 
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It is because I share this confidence of Mr. Dillon’s that I wish to turn to the 
problems of the Kremlin’s cold war, which I think it fair to say, are not un- 
mistakably clear to many of us and which therefore represent a greater danger. 
Only when we understand the essential nature of this cold war offensive are we 
able to grasp the full significance of a more liberal trade program in defeating it. 


REVOLUTION OF RISING EXPECTATIONS 


We are all familiar with the scientific revolution now thrusting us rapidly into 
the space age, and with the Kremlin’s use of this to threaten hot war. But 
there is another revolution taking place simultaneously which the Kremlin is 
using to wage cold war. This is the revolution of rising expectations which is 
spreading like wildfire across the underdeveloped areas. 

The driving spirit of this revolution was captured by the historian Arnold 
Toynbee, when he said : 

“Our age will be well remembered not for its horrifying crimes or its astonish- 
ing inventions but because it is the first generation since the dawn of history in 
which mankind dared to believe it practical to make the benefits of civilization 
available to the whole human race.” 

Thus the Arab fellaheen in his sun-parched village, the rubber worker in 
sweltering Malaya, the plantation worker in Africa (and in the United States), 
the peasant in Guatemala, and families huddled in city slums everywhere—all 
these human beings for the first time are confidently demanding a better life. 
This is the key revolution which the Kremlin is exploiting in its cold war drive 
for world conquest. 

By promising to fulfill these new hopes and demands of millions of people 
everywhere, by offering, as we shall see, very favorable terms of trade and by 
sending steel mills, technicians, and propaganda to these awakening countries, 
the Kremlin strives to capture their imaginations, their economies, and finally 
their governments. And its strivings are not impeded by the fact that many of 
these unhappy people are today poorer, in comparison to their own standard of 
living 5 years ago, or in comparison to the size of the gap that existed between 
their standard of living and our own 5 years ago. 

But why so much attention to the underdeveloped areas? Joseph Stalin gave 
us the beginning of an answer back in 1923, when he said : 

“The backs of the British ultimately will be broken, not on the Thames, but on 
the Yangtze, the Ganges, and the Nile.” 

By “the backs of the British,” of course, he meant the entire Western World. 
By the Yangtze, Ganges, and Nile he meant that by capturing the markets and 
raw materials of China, India, Egypt, and the other underdeveloped countries, 
the Communists could break the economic back of Europe, which depends so 
heavily on the oil, rubber, metals, and markets of these turbulent areas. And 
with the fall or neutralization of Europe, the United States would stand little 
chance of avoiding Communist domination. 


THE GRAND STRATEGY 


This is the grand strategy—to capture the underdeveloped areas through trade 
and aid, to bring Europe to her knees by cutting her off from the vital raw mate- 
rials and markets of these areas, and finally to strangle America by denying 
us the economic and military strength of Europe. And if anyone doubts the 
importance of Europe to our national welfare, let him ponder our willing expendi- 
ture of countless lives and dollars in two world wars, and more dollars in the 
Marshall plan to keep Europe free and friendly. 

But what of this strategy: Is it anything we have to worry about? Has it 
accomplished anything? Let’s first look at the three rivers on which, according 
to Stalin, the backs of the British would be broken. The Yangtze is in Chinese 
Communist hands, and Nasser’s Nile can hardly be said to be securely at the 
disposal of the free world, although it is by no means under Communist control. 
Of the three, only India’s Ganges can be said to be a true symbol of hope for the 
independent democratic growth of the underdeveloped areas, and even there, as 
in Dgypt and elsewhere, we are liable to lose out if more trade is not forthcoming 
from our side, on a sustained basis. 

Another Communist achievement which highlights the importance of a more 
liberal American trade program was emphasized by Stalin in 1952, just 5 months 
before he died. “The disintegration of a single world nfarket,” he declared, “must 
be considered the most important economic consequence of the Second World 
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War.” China and the countries of Eastern Europe have broken away from the 
capitalist system, forming with the Soviet Union a united and powerful camp 
opposing the camp of capitalism.. He predicted that this shrinkage of markets 
in the non-Communist world would produce mounting competition and bitterness 
in the field of foreign trade which, in turn, would facilitate the Kremlin’s strategy 
of division and conquest. 

TRADE POLICY’S ROLE 


Here’s where our trade policy comes in. This geographical shrinkage in the 
breadth of the free world’s markets can more than be compensated for by an 
expansion in depth. If the nations of the free world steadily lower their trade 
barriers, the loss of markets to the Communist bloc will be but a drop in the 
bucket compared to the gain in new markets that will be achieved. 


HIGH TARIFF’S CONSEQUENCES 


But let’s see what happens when we keep our trade barriers up. Let’s go 
back to 1954 and look, for example, at wheat and cotton trade between Egypt 
and the United States. At that time the Egyptian people were buying some 20 
percent of their annual wheat needs from our American farmers, who, reason- 
ably enough, insisted on being paid in dollars. But our high tariff and quota 
barriers against Egyptian cotton made it increasingly difficult for Egyptians to 
earn enough dollars to pay for the wheat, machinery, and other goods they 
needed to buy from us. 

So what did they do? They simply stopped buying the 300,000 tons of wheat 
they had been purchasing from us, at a time when our Government already 
owned and stored a wheat surplus worth almost $2 million. 

A still more serious result of these trade barriers against Egyptian cotton 
was the signing by Egypt of a trade treaty with the Soviet bloc which per- 
mitted her to barter Egyptian cotton for Communist wheat without any pay- 
ment of scarce foreign exchange. This obviously strengthened Egypt’s depend- 
ency on the Communist bloc and in addition afforded the Kremlin an excellent 
opportunity for propaganda against the West. Listen to the following typical 
example of that propaganda which Moscow is constantly beaming to the under- 
developed nations, propaganda which we facilitate whenever we maintain high 
tariff barriers. This is an excerpt of a broadcast in Arabic by a Soviet econ- 
omist entitled: “Arabs Suffer Under United States Trade Control.” 

“The United States and Britain, as well as Western Germany, are monopoliz- 
ing the greater part of the exports and imports of Arab countries. Trade with 
these countries is always subjected to an adverse balance. 

“The American and other capitalist monopolists talk a great deal about so- 
called freedom of trade, but have increased obstacles for importing Arab prod- 
ucts. American exports to Egypt, Syria, and Lebanon exceed imports from these 
countries to America. The chief export, cotton, faces great difficulty because 
Egypt cannot find markets. At the end of the last cotton season, the quantities 
of unsold cotton amounted to 900 million pounds. It is known that America is 
Egypt’s most serious competitor in the disposal of cotton.” 

What has happened to Egypt since 1954 is too well known to bear repeating 
here, save for the fact that in the last few years the Soviets have provided nearly 
all the wheat Egypt needed to import, leaving us to our surpluses. Clearly 
Kgypt’s drift away from the West was not caused solely by our trade barriers 
against her cotton. But no one would deny this was a contributing factor. 

In fact, in the past, members of the Dgyptian delegation to the United Nations 
have told me on several occasions that our protectionist policy against Egyptian 
cotton is the one policy they would most like us to change. In view of the many 
differences between our two Governments, this is quite a revealing statement. 
We would do well to bear in mind when considering the consequences of our 
high trade barriers for our relations with other Arab nations which together 
control some two-thirds of the world’s known oil reserves. 


SOVIET TRADE WEAPON 


There’s another reason why high trade barriers are increasingly inimical to 
our national welfare. Joseph Stalin pointed it out in 1952 when he also pre- 
dicted that the frictionein the free world over shrinking markets would be 
hastened along by the “high rate of industrial development” in the Communist 
countries. “One may say with certainty,” he declared, “that with such a rate 
of industrial development, things will soon reach a stage where these (Com- 
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munist) countries will not only have no need to import goods from capitalist 
countries, but will themselves experience the need to dispose of surplus goods 
of their own production.” 

That was in 1952. Today Soviet production is expanding at an annual rate 
of about 11 percent, while recently our own production has been dropping by the 
same 11 percent rate annually. Moreover, in recent weeks the latest evidence 
of Stalin’s prediction at work has been flashed across the country by our news 
services. For many years Great Britain purchased 80 percent of its aluminum 
from Canada. Recently a new competitor, none other than the Soviet Union, 
has pushed its own sales of aluminum to Great Britain from a paltry 197 tons 
in 1956 to a current rate of 23,000 tons, almost one-sixth of the Canadian sales. 

How do they do it? They simply offer it to the British at $510 a ton instead 
of at the Canadian price of $552. Thus part of the free world’s market has 
been chopped off and dragged into the Soviet orbit—by means of trade, and 
the same sort of thing is occurring to a lesser degree with regard to ferroalloys, 
tin and oil which are also being offered in the free world’s markets in growing 
quantities. Trade is clearly a major weapon in the Kremlin’s grand strategy 
for world conquest. 

WHAT’S ONE ANSWER? 


What’s one answer to this Soviet trade offensive? We must widen and 
deepen our own channels of trade at every opportunity so that it can never 
be said that free societies are unable to offer greater opportunities for material, 
as well as spiritual growth to mankind everywhere. 

Having examined the cold war challenge the Kremlin has thrust upon us 
and the importance of more foreign trade and fewer trade barriers in meeting 
this challenge, let us now turn briefly to the threat of hot war. 


HOT WAR THREATS 


To maintain the military balance of power, we must have missile bases in 
Europe. Recently, however, the doctrine of neutralism on the continent has 
been gaining more adherents and the movement has not been slowed down by 
the thought that remaining in alliance with the United States carries with it the 
obligation to install missile bases on European soil, making our allies, as well 
as ourselves, primary targets in case of an all-out nuclear attack. There is a 
growing notion, however wishful and foolish it may be, that a neutral Europe 
without missile bases would somehow be spared while the United States and 
Russia shot it out overhead. 

Think of the opportunity we would present to these forces of neutralism to 
win new supporters if, having asked our allies to risk their very lives by building 
missile bases, we then turned around and announced, “We’ve just decided 
not to renew our reciprocal trade program. We're going to keep our dollars; 
you'll have to go it alone and peddle your products elsewhere.” Can you imagine 
the response? Headlines would scream: “Ike’s Trade Bill Killed, No Bases 
Here.” 

Unless the administration’s trade bill gets through Congress without crippling 
amendments, our hopes for missile bases in Burope will be as badly damaged 
as our chances of competing with the Kremlin for the markets of Burope, the 
markets and raw materials of the lesser developed areas and, most important 
of all, for the loyalty, respect, and friendship of freemen everywhere. 

What do we mean, “without crippling amendments”? We mean that we must 
have the full 5-year extension of the act, carrying with it the authority to enter 
into new trade negotiations to reduce tariffs by a total of 25 percent. 

Why is this important? Perhaps the key reason concerns the new Buropean 
Common Market and the disastrous effect its creation is likely to have on our 
sizable exports to Burope if the administration’s request is turned down. 


EUROMARKET CHALLENGE 


Last year we sold $2.8 billion, or more than 17 percent of our total exports to 
the six Common Market countries of Germany, France, Italy, Belgium, Holland, 
and Luxembourg. That’s a sizable business. 

In the next 4 to 5 years, however, the tariff barriers of the 6 nations in the 
Common Market against each other will be lowered by about 30 percent, giving 
goods produced within the Common Market a substantial improvement in price 
vis-a-vis the present price of comparable American goods. 








598 TRADE AGREEMENTS ACT EXTENSION 





























To counter this the administration at least must have authority to reduce 
our tariffs by 25 percent during the same 5 years that the Common Market 
eountries have already agreed to reduce their tariffs against each other by 30 
percent. Only then will American goods stand a chance of maintaining their 
share of this growing market, already worth almost $3 billion a year; and only 
then will Burope avoid the temptation to close its eyes to the rest of the world 
and tend only its own garden. 

There is another reason the administration needs the 5-year extension and 
the authority to reduce tariffs by 25 percent. It needs these in order to 
strengthen and to take maximum advantage of the General Agreement on 
Tariffs and Trade, commonly known as GATT. The unique contribution of 
GATT lies in the multilateral trade concessions which have been and can be 
worked out under it. By negotiating a number of trade concessions to which 
37 nations are a party, many more of the requirements of each nation have been 
met. In fact, the 37 contracting parties to GATT, which together represent 
80 percent of world trade, have worked out trade concessions covering more 
than two-thirds of their combined imports. Still more can be done if Congress 
passes the administration’s bill intact, thereby providing greater time and cer- 
tainty with which to plan and negotiate. 

But there is one thing the multilateral GATT lacks and needs very badly. 
That’s an administrative setup to handle disputes, administer the rules, and 
coordinate the entire program. 

Under United States initiative, the member nations of GATT have negotiated 
a blueprint for such an administrative setup which is known as the Organiza- 
tion for Trade Cooperation (OTC). Thus far, however, our Congress has re- 
fused to approve United States membership in OTC and until it does, OTC can- 
not function nor can the GATT operate at maximum efficiency. 

Thus far we have examined primarily the foreign aspects of foreign trade. 
The Kremlin’s cold war, its threat of hot war; and the importance of more 
foreign trade in meeting the two-pronged challenge. We have also examined 
the significance of the 5-year extension and the 25 percent tariff reducing au- 
thority for our future trade and political relations with the Common Market 
nations of Europe and for strengthening and taking maximum advantage of 
the all-important General Agreement on Tariffs and Trade. 


DOMESTIC ECONOMY 


Now let us turn briefly to the importance of foreign trade to our domestic 
economy. I have already mentioned the $2.8 billion worth of goods which 
American industries sold to the 6 Common Market countries last year. But 
let’s look at the broader picture. 

Last year we in the United States sold a total of almost $20 billion worth of 
goods and services to other countries. This $20 billion export business of ours 
is greater in value than all consumer purchases of automobiles and automobile 
parts, and it’s greater than all nonfarm housing construction. Moreover, it’s 
not confined to just a few companies or industries. Nearly every branch of 
American industry which produces movable goods exports some of its products, 
and the major export industries greatly influence the pace of business activity 
in the whole country. 

And please don’t ever forget one thing. Unless we want to be paid in cruzeiros 
or drachmas, our foreign purchasers must have some means of earning dollars 
in order to be able to pay usin dollars. And this can only be done if we lower 
our tariff barriers and buy those foreign goods which are unavailable here or 
which are, without high tariffs, less expensive than our own—a policy which 
would not exactly be against the interests of the American consumer. 

There is another fact about foreign trade which is especially important in 
time of recession. Some 4.5 million Americans depend directly on our foreign 
trade for their jobs. Any curtailment in our imports would mean a loss of jobs 
not only to some of the 1.3 million Americans employed in handling and process- 
ing imported goods, it would also mean a loss of jobs to some of the 3.1 million 
employed in our export industries, since a drop in imports means a drop in 
dollars foreign buyers have to buy from our export industries. 


UNITED STATES IMPORT NEEDS 


But there’s another, even more important reason for increasing our imports. 
By 1975 the Paley Commission report estimates we will have to import at least 
« . . 

20 percent of our total raw materials requirements and no less than 55 percent 
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of Our metals requirements. We simply must import to conserve our own 
rapidly vanishing resources. We also must import in order to help build up the 
economies of the underdeveloped countries which alone can supply us with many 
of these vital raw materials, for it is inconceivable to me that they can remain 
free or stable enough to sell us their raw materials unless their overall econ- 
omies achieve a status of vigorous general growth—and this they cannot do 
without more trade with us. 

But, you must be asking yourselves, what about all those American industries 
that are being ruined by foreign imports. According to the Department of 
Commerce, from April 1948 to March 1957, 9 years time, imports into this country 
accounted for something less than 28,000 job displacements in those industries 
producing the 28 commodities which, according to the Tariff Commission, were 
injured by foreign imports. 

It has also been estimated that if all of our tariff barriers were suddenly 
pulled down, and this will never happen, the maximum job displacement which 
would occur would run to perhaps 150,000 jobs. This is only a fraction of 1 
percent of our total labor force and less than one-fifth of the some 800,000 Ameri- 
cans who temporarily shift to the unemployed ranks each month, year in and 
years out. Furthermore, the job displacement brought about by the ending of all 
tariff barriers in this country would not necessarily mean that much unemploy- 
ment. The increased imports that would result would produce more foreign-held 
dollars which must be used, sooner or later, to buy the products of our export 
industries—and this means more jobs for our workers in those industries. 

In closing, let me leave you with three key words which to me summarize the 
reasons why we must have more trade and fewer barriers. Necessity, oppor- 
tunity and. yes, responsibility. 

The cold war, the threat of hot war and our own dwindling resources make 
more trade a necessity. 

The vast potential material gain in new products and lower prices for ourselves 
and our neighbors make more trade a tremendous opportunity. 

And the imperative of stopping the present trend whereby the majority of 
mankind get poorer, in absolute or relative terms, while we the minority continue 
to prosper—for awhile, this makes more trade a responsibility—of each and 
everyone of us. 


WESTREX CORP., 
New York, June 19, 1958. 
Hon. Harry F. Byrp, 
Chairman, Convmittee on Finance, 
United States Senate, Washington, D. C. 


DeAR SENATOR Byrp: This letter, addressed to you as chairman of the Com- 
mittee on Finance, is in support of the bill to extend the Trade Agreements Act, 
H. R. 12591. I request that this letter be made part of the official record of the 
hearings on this bill. 

Foreign trade and the Trade Agreements Act, which this bill would extend, are 
important to the Westrex Corp. 

Westrex is, essentially, an export organization.’ It has been in foreign trade 
for approximately 30 years. We have 200 employees in the United States, 
located in New York and Hollywood, and approximately 1,100 abroad. More 
than 85 percent of the Westrex gross revenue is derived outside of the United 
States. Exports from the United States produce more than half of the gross 
revenue obtained abroad, services and local manufacturing accounting for the 
balance. We design and fabricate some of the goods which we export, but the 
majority of these goods are obtained from other United States suppliers. 

H. R. 12591 as passed by the House of Representatives has some serious short- 
comings, but, even so, it is highly important that this legislation should be 
enacted in its present form. If this bill is weakened with further amendments, 
ostensibly designed to give greater protection to domestic producers, the exports 
and imports of this country will suffer. 

If any amendments are made, they should be amendments which would make 
this bill more genuinely an instrument to promote international trade. For 
example, it would be desirable to eliminate the provision which would permit 
the President to increase tariffs to 50 percent above the 1934 level. 

If the exports of Westrex Corp. are reduced substantially, we will be forced 
to reduce the number of our employees. Loss of export business now handled by 
Westrex will also affect our suppliers. During the past 2 years, Westrex has 
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exported approximately half the total output of at least 2 of its suppliers. A 
reduction in Westrex exports will affect such people nearly as directly as it will 
our Own organization. Attached to this statement is a copy of a letter from one 
of our suppliers. 

Foreign countries want to buy goods from our country, but to do so they need 
to earn dollars with which to pay for such goods. If we restrict their power to 
earn dollars, they must decrease their purchases of goods from us. This is not 
the way to win friends and influence people favorably toward us. In fact, it 
makes poor friends out of good ones. And it forces these countries to look else- 
where for their trade. To Russia, possibly. 

Certain industries in this country oppose the extension of the Trade Agree- 
ments Act because they want high-tariff protection for their goods to help them 
meet foreign competition in the United States market. Westrex designs its own 
products with high-priced American engineers, has them manufactured in this 
high-wage country, ships them all over the world, pays foreign import duties on 
them, competes with both local and international competitors, and still gets a 
substantial share of the available foreign market. 

This shows that American efficiency can overcome high labor costs and permit 
American goods to compete in foreign markets. The same must be true in many 
other industries. In those cases where this is not true, the law provides ample 
protection. Inevitably, however, continued tariff protection for domestic in- 
dustries takes away a major incentive to meet competition by seeking to im- 
prove product and reduce costs. It also hurts all producers who export any of 
their goods by reducing foreign earnings and, thereby, reducing the markets for 
all American goods. 

The goods exported by Westrex provide jobs for Americans, build up needed 
skills in this country, and, in general, are just as desirable as production gen- 
erated by domestic traders. American export industries are injured by high 
tariffs and other import restrictions. If it is reasonable to provide high tariffs 
to protect domestic industry against foreign competition, it would be just as 
logical to help exporters meet their foreign competition by giving them a subsidy 
to cover their shipping costs and foreign import duties. Westrex does not advo- 
eate such a subsidy; we merely wish to point out that a subsidy would be just 
as logical as a high, protective tariff. In fact, a protective tariff is simply a 
form of subsidy. 

Anything that tends to remove artificial restrictions from trade reduces fric- 
tion and tension throughout the world. What we need now is not only an ex- 
tension of the Trade Agreements Act but, also, a liberalization of it. 

The act should be extended for 5 years to minimize frequent upsets or possible 
changes in policy resulting in uncertainty on the part of nations with whom we 
trade. It is particularly important at this time that the extension be long enough 
to allow this country sufficient time to fully complete negotiations with the Euro- 
pean Common Market. Careful and continuous negotiation over a number of 
years will be required to insure full access of American goods to this market. 
Westrex, for one, would suffer substantially if tariff differentials effectively 
closed the European Common Market to goods from the United States, for 
France, among other Common Market countries, has been one of our best cus- 
tomers. 


Sincerely yours, 
R. BE. WARN. 





C. S. AsHoRAFT MANUFACTURING Co., INC., 
Long Island City, N. Y., February 21, 1958. 
WESTREX Corp., 
New York, N. Y. 
(Attention: Mr. Edward Warn, vice president.) 

Dear Mr, Warn: Regarding the matter of the importance of foreign trade to 
our company, let me say that it is of the utmost importance. I do not believe 
that, at the present time, our company could continue to exist without the busi- 
ness that it receives from the Westrex Co. 

There was a temporary boom in our business during the years of 1953 to 1956, 
due to the building of many large drive-ins throughout the United States and the 
introduction of wide-screen pictures in the indoor threaters. This business is 
now finished and, therefore, domestically, the sales are at an extremely low 
level. 
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Due to the rapid strides made in television, the divorcement of producing 
companies from the exhibition of the pictures, and various other causes, the 
exhibitors of motion pictures, who are our customers, find the going very difficult 
and are limiting their sales to essentials for maintaining their present equipment. 
The sale of major equipment which we manufacture is almost beyond the ca- 
pacity of the hard-pressed theater owners to purchase. This is not due to any 
lack of diligence on our part, as the cost of our research has increased rapidly 
during the past 2 years; it is merely an economic condition that exists in the 
motion-picture industry. 

During the period from 1953 to 1956, our company employed as many as 60 
workers. During the past year, we were forced to lay off a substantial number 
of these men; the remaining 33 percent are largely employed in the production 
of equipment for export through your company. If, for any reason whatever, 
you found it impossible to continue to purchase our equipment, it would work a 
severe hardship on our company. Your excellent combination of sales force and 
engineers has done a marvelous job in the distribtion and maintenance of our 
products, and we hope that this will continue. 

Sincerely yours, 
©. S. Asucrart, President. 


STATEMENT OF THE BUFFALO CHAMBER OF COMMERCE 


The Buffalo Chamber of Commerce, comprising an association of 3,300 business 
executives and 2,200 firms in the Niagara Frontier, strongly supports the pro- 
posal to renew the Reciprocal Trade Agreements Act for at least a 5-year period. 

We urge the act’s extension after July 1 in order to maintain and expand jobs 
and the welfare of the people of western New York, as well as to advance 
national interests. 

In the business community served by the Buffalo Chamber of Commerce, there 
are more than 400 firms actively engaged in foreign trade. The Buffalo area, 
one of the great industrial centers of the Nation, produces a long and varied list 
of manufactured products which are marketed abroad. Among them are flour, 
feed, and cereals; pharmaceuticals and drugs; automotive parts, accessories, 
tools, and supplies; musical instruments and record players; chemicals; dental, 
surgical, and scientific instruments; machinery of all types (sugar mill, cloth 
cutting, food processing, metalworking, packaging, chemical, etc.) ; hospital 
equipment; furniture; abrasives; business machines; electrical equipment; 
motors; pumps; heat exchanges, etc. 

The sale of Buffalo-made products abroad is necessary to maintain low unit 
production costs and to maintain local full employment. In the year ending 
August 1957, the Buffalo customs district handled $832 million of exports; even 
that large figure is not the complete story, inasmuch, as large quantities of 
Buffalo-made products are cleared through New York City and other seaboard 
ports. 

It is axiomatic that international trade must be two way; that imports are 
paid for with exports and that the volume of exports depends upon imports. Any 
backward step to a national policy of high-tariff protectionism would bring idle 
plant capacity, unemployment, and economic recession to our area. 

We estimate that 30,000 to 35,000 jobs in western New York depend upon 
export-import trade. With the opening of the St. Lawrence seaway, a further 
expansion is eagerly sought of international trade at the port of Buffalo. Fifty- 
one foreign ships docked at Buffalo in 1957; we anticipate that the number of 
these ships and the volume of tonnage they carry will rapidly increase. Cer- 
tainly, it would be inconsistent for the Federal Government to make a heavy 
investment in the St. Lawrence seaway and then to stultify its use by a re 
strictive international trade policy. 

From a national point of view, also, the supplying of foreign markets with 
dollar exchange by importation of goods and services is necessary to maintain a 
high level of United States manufacturing and employment. The Reciprocal 
Trade Agreements Act, in effect since 1934, has been a prime factor in increasing 
production and jobs. The rise of $2 billion in 1957 over 1956 in exports was the 
equivalent to more than half the increase in the volume of all goods and services 
produced in the United States last year. 

The extension of the act at this time is of worldwide political importance. 
The promises of the Soviet Union have already caught the imagination of peo- 
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ples of less-developed countries. If the United States pulls into its shell by re- 
straining imports, the economic interest of those countries must necessarily be 
oriented toward Russia, thus adding to the perils now facing the free world. 

If American exports be maintained, while imports are curtailed, the dollar 
gap would widen. The gap could be filled by increased foreign aid handouts. 
But that would mean adding to the heavy burden of taxation on American 
business and individual taxpayers for the benefit of special groups enjoying 
tariff protection. Properly understood, such a policy would be highly unwelcome 
both to the giver, the United States taxpayer, and to the recipient. Trade, not 
aid, is the only sound and durable base for our foreign relations, 

Another reason that the United States should maintain an expansionary 
foreign-trade posture is the impending economic integration of Western Europe. 
The Common Market, with its 170 million consumers, will become an area of 
unrestricted trade as extensive as that of the United States. The United States 
in its own interest, cannot afford to forgo its share in this development by 
withholding the opportunity to this vast population to earn enough dollars to 
buy all it wants of the products of American farms and factories. 

In renewing the Reciprocal Trade Agreements Act, it would be preferable to 
extend it for 10 years. The shortness of the act’s renewals in the past has made 
long-range business planning risky. Businessmen need the certainty and sta- 
bility that go with periods of time reasonably needed to build efficient marketing 
organizations. 

The escape-clause feature, although not frequently used, has been a deterrent 
to confidence that a successful importing program will not suddenly be de- 
stroyed. If its use is continued, it should be restricted as a temporary reprieve, 
rather than applied as permanent protection, so that the lower limit of the tariff 
would be restored at the end of the reprieve. 

The Buffalo Chamber of Commerce has long urged simplification and certainty 
in the administration of customs. Our Canadian friends have complained more 
about the delays and annoyances resulting from practices in valuing merchan- 
dise than about the levels of our rates of duties. What is needed is adoption of 
tariff nomenclature fixed by the Brussels convention of 1955 to remove present 
uncertainties of classification and import tax. 

The American economy has never been and never will be self-sufficient. Pro- 
tectionism may temporarily shield a few at the expense of the many. In the 
long run, restricting imports destroys national wealth and job opportunities. 
Foreign giveaways to stimulate United States exports subtract also from na- 
tional wealth. Economically, it is in the hardheaded self-interest of the United 
States to encourage import as well as export trade expansion. And, because of 
our vital stake in the political fate of other nations, we must keep open those 
arteries of free world trade. Economic interdependence is the firmest of inter- 
national political ties. Reciprocity in trade is vital to world peace. 


STATEMENT FILED By C. C. WALTHER, PRESIDENT, WALTHER Bros. Co., INC., AND 
WALTHER PAINT Co., INc., New ORLEANS, La. 


My name is Curtis C. Walther, president of Walther Brothers Co., Inc., and 
Walther Paint Co., Inc., of New Orleans, La. I have been a resident of New 
Orleans since 1920, being a native-born Louisianian. Living in this important 
port city of the United States, I, early in my business career became interested 
in foreign trade. 

I was one of the original organizers of International House and was president 
of that organization for the years of 1951-52. I am a past president of the 
Chamber of Commerce of the New Orleans area, having served two terms in 
1949-50. I was one of the organizers in the International Trade Mart of 
New Orleans and presently a member of its board of directors. I am presently 
president of the Foreign Policy Association of New Orleans, and was chairman 
of the Mississippi Valley World Trade Council for the years 1955-56. 

During my presidency of International House, I headed trade missions of 
business men and women to Guatemala, Mexico, Colombia, and Cuba, and in 
the year 1954 headed the International House trade and travel mission to 7 
European countries, where we visited international trade fairs in Milan, Italy; 
Hanover, Germany; Brussels, Belgium; and London, England. On all of these 
trips our group program was arranged officially by the heads of foreign trade 
departments of these foreign countries, which brought us into direct contact 
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with our counterparts in those countries. Forums and panel discussions were 
the order of the day, which gave us a most comprehensive insight into the prob- 
lems that beset those who engage in foreign commerce. 

On the basis of my personal experience that resulted from manifold contacts 
as outlined in part in the foregoing paragraph. I have formulated a basic con- 
clusion that motivated my request for permission to file a statement; namely, 
if we are to have world peace, we must have world trade. If we are to have 
world trade, we must eliminate as many trade barriers as possible. 

I sincerely request that your committee approve the extension of the Trade 
Agreements Act for a period of at least 5 years and continuing authority for a 
tariff reduction of not less than 25 percent. 

(1) The Trade Agreements Act is the legislative basis for United States trade 
policy for the past 24 years. The United States as the leader of the free world 
and the Nation with the largest volume of international trade obviously exerts 
the greatest influence on the course of the world trade and on the trade policies 
followed by the other nations. For the past 10 or 12 years United States leader- 
ship has been decisive in maintaining so large a part of world trade in private 
hands and in steadily reducing, on a worldwide scale, tariff and other artificial 
barriers to the international exchange of goods. We have made substantial 
progress toward world multilateral trade and convertibility of currencies which 
are major United States foreign economic policy objectives. A failure on our 
part to continue this legislation in an adequate form could only cause us to lose 
our leadership and gravely jeopardize the progress already made in these direc- 
tions. It could spark a chain of events which would reverse the process of 
expanding world trade and lead to the development of mutually exclusive 
regional blocs economically insulated from each other and from the United 
States. Such regional trading areas are already forming. The direction in 
which they develop and whether, by increasing trading opportunities on a world 
basis, they realize the full potential benefits of the larger free-market area they 
are designed to comprise, depends heavily on United States action on this exten- 
sion of the Trade Agreements Act. 

(2) Expanding exports and imports are essential to an expanding United 
States economy. Our continued economic development, our increasingly high 
standard of living, our greater productivity all depend upon higher volumes of 
trade. Four and a half million people or 7 percent of our labor force are 
directly or indirectly employed in this 2 


2-way trade. About 9 percent of our 
movable goods are exported; this includes 11 percent of our machine tools, 26 


percent of our mining and construction equipment, about one-fifth of our agri- 
cultural production. We cannot maintain or increase these exports unless im- 
ports increase. It is only through pursuit of a liberal trade policy on our part 
that our trading partners can themselves pursue such a policy; aside from our 
foreign aid and foreign investment it is only through increasing exports 
to us that other countries can earn the dollar to pay for our exports. The 
United States is a low-cost producer of a tremendous variety of products, in 
great demand around the world. The major limitation on our export sales is 
the dollars these countries can earn. Tariff protecting our less efficient and 
generally low-wage industries directly limit potential exports of our efficient, 
high-wage industries and work to prevent the kind of specialization on an in- 
ternational scale that has served us so well domestically in greater productivity 
and efficiency. With larger imports we would make perhaps fewer bicycles, 
less velveteen, less decorated chinaware, or glassware—but more electronic 
equipment, construction and mining machinery, transport equipment. Our 
highly productive industries would expand and, as more dollars were available 
to other nations, this would extend to a wide range of consumers’ goods for 
which we are still the lowest cost producers in the world. These greater ex- 
ports would lead automatically to greater United States imports of noncom- 
petitive raw materials or components, to the benefit of both sides. 

(3) We need at least 5-year extension of the Trade Agreements Act to pro- 
vide a minimum of stability in our foreign trade. One of the major problems 
in the forward planning so necessary in the conduct of any business has been 
the uncertainty caused by the successive expirations of the Trade Agreements 
Act and the questions raised each time about its renewal. This is damaging 
to confidence in the continuity of a liberal policy on our part and seriously 


inhibits full realization of the benefits such a policy can bring forth, both 
to ourselves and to the rest of the world. 
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(4) The 6 European countries—France, Germany, Italy, Belgium, Netherlands, 
and Luxembourg—have now ratified the treaties which will set up, over a period 
of 12 to 15 years, a common market free of tariffs and quotas for the products 
of 160 million people. The first phase of this operation will take place in the 
next 4 to 6 years, during which period tariffs among the 6 will be reduced by 
30 percent, and a common tariff at a level of the average of present tariffs will 
be established against all outside countries. We consider this development a 
major step in the right direction—the greater specialization, the increase in 
productivity brought about by large-scale production in this wider market area, 
can only result in higher living standards for all of the six countries. It can 
mean greater two-way trade between the area and the United States, provided 
we are able, through the extension of this Trade Agreements Act, to negotiate 
a reduction in the level of the average European tariff to be maintained against 
us. Our mutual trade can certainly increase, as it has always done, as coun- 
tries increase their developments and raise their standards of living, but if we 
give notice, by failure to pass this legislation in meaningful form, that we are 
not prepared to maintain our liberal trade policy, there is the considerable 
danger that the direction which the six nations take in their development will 
be away from closer economic relations with us and toward the kind of closed 
trading system so disastrous to our goals of freer worldwide multilateral trade. 
It could lead to the kind of bilateralism and regionalism against which we have 
exerted our influence for many years. It could lead, increasingly, to our mutual 
economic isolation and reduction of our very considerable mutual trade instead 
of its increase, as both of our economies demand. 

There is no real solution, as many have maintained, in greater United States 
investment in plant and equipment inside the Common Market area in order to 
supply that market tariff free. Remittance of earnings in dollars and repatri- 
ation of capital will depend on European dollar earnings through increased 
exports of the area to the United States, and this can only be accomplished 
through a reciprocal reduction of tariffs. 

(5) Extension of the Trade Agreements Act is particularly important in view 
of the current business downturn. There can be no doubt that the recent decline 
in our exports has been a basic contributing factor in that downturn. 

For the sake of our economy, for the preservation of United States jobs which 
depend on exports, we need now the boost that passage of this legislation would 
give to our rate of business activity by removing the uncertainty, the crisis of 
confidence among our foreign customers that our trade policy is in danger of 
going backward. We cannot afford the kind of a downward spiral in our foreign 
trade and failure to extend this act would entail. Its inevitable consequence 
would be further pressure on our employment, our investment in plant and 
equipment and our economic activity. 

(6) Above all, extension of the Trade Agreements Act is essential to free- 
world unity and security. All nations in this world of mutual dependence rely 
for their economic strength on foreign markets for their exports and on foreign 
sources of raw materials and other essentials for their imports. No alliance, 
political or military, can be strong unless it is supported by common economic 
ties and full faith by each in the cooperative effort of all. In the face of the new 
Soviet economic offensive—the new challenge to the United States in the field of 
trade, issued by the Kremlin—these ties and these opportunities become more 
crucial than ever to the security. A large part of the world is at stake. If we 
default, we may lose, for our principles of freedom and of competition, much of 
that world. The drive for economic development, for higher standards of living, 
is irresistible everywhere, and will be satisfied either within the traditions of 
freedom or by forced growth at the tragic sacrifice of the individual, character- 
istic of the Soviet system. This extension of the Trade Agreements Act will be 
a central factor in the choice the world makes as to the direction it will go. 


MounT HOLYOKE COLLEGE, 
South Hadley, Mass., June 28, 1958. 
Hon. Harry F. Bygp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


Dear SENATOR Byrd: As one long interested in international trade, both in my 
business career and now in academic life, I should like to submit for the record 
of your committee the following statement in support of the bill, H. R. 12591, to 


extend the Trade Agreements Act. At the very least, this bill should be enacted 
without further weakening amendments. 
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Over the past quarter century our domestic economy has benefited in many 
ways from the reciprocal trade program. With the present lower level of eco- 
nomic activity in the United States we must be particularly careful to avoid 
actions which could make business conditions worse. While it can be said that 
foreign trade has been a partial cause of the present downturn, this is only 
because exports have declined. Unless the present is extended in the form 
passed by the House or better, there is every reason to think that exports would 
be even more adversely affected, worsening present business conditons. 

The effect of our trade policy on our relations with other nations is of the 
greatest importance, too. Recent events in Latin America demonstrate the diffi- 
culties we create for ourselves when we restrict imports from friendly nations. 
At a time when the Soviet Union has openly proclaimed its intention to win 
world domination by means of its economic offensive, the United States must not 
appear to be retiring from the contest by reverting toward economic isolation. 
We are spending $40 billion on defense to prevent this Soviet domination. A 
proper extension of the Trade Agreements Act is also important for this same 
purpose, and rather than being a burden on the economy, as defense expenditures 
inevitably are, it is a positive stimulus to the economy. 

Indeed there is probably no Federal program today which contributes so much 
to our national welfare while at the same time being so consistent with our 
basic economic philosophy of free enterprise. Unlike certain other Federal pro- 
grams, the very purpose of the trade-agreement program is to reduce Government 
interference with business. It serves to give the free-enterprise system a better 
chance to work, both at home and abroad. There is much evidence that foreign 
competition has had a healthy effect on our domestic economy ; it plays a similar 
role as domestic competition in stimulating the production of better products 
with greater efficiency. Domestic producers are, of course, protected against 
genuinely unfair foreign competition, as for example in the case of dumping, by 
means of the Antidumping Act and other measures. 

Abroad it is to our interest to stimulate private enterprise and a belief in the 
workings of the free market. We cannot convince others that we really believe 
in private enterprise and competition, however, if we bring in the power of the 
Federal Government to eliminate an important element of competition for our 
domestic producers. 

The bill as passed by the House of Representatives, while useful in that it 
carries forward this valuable program with certain additional powers for the 
President, is not entirely satisfactory. Among the features of the bill which 
I feel are highly undesirable are the provisions which permit the President, 
pursuant to an escape-clause action, to increase tariffs by 50 percent over the 
1934 level and the provision which permits the President to establish a tariff of 
up to 50 percent ad valorem on those items now bound on the free list. 

Under the circumstances, I think that it would be a grave disservice to this 
Nation if the Senate amended the bill in any way which made it easier to increase 
tariffs or which reduced the authority granted to the President. It would also 
be most unfortunate if the act were extended for less than 5 years. I most 
strongly urge that your committee report the bill favorably with no further 
amendments unless these were amendments to eliminate these undesirable pro- 
visions which I have mentioned. 

Sincerely yours, 
RICHARD GLENN GETTELL, 
President, Mount Holyoke College; Member of Committee on Com- 
mercial Policy of the United States Council of the International 
Chamber of Commerce. 


THE Port or NEw YorRK AUTHORITY, 


New York, N. Y., June 18, 1958. 
Hon. Harry F.. Byrp, 


Chairman, Committe on Finance, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: The Board of Commissioners of the Port of New York 
Authority endorses and respectfully urges that the United States Senate renew 
the Reciprocal Trade Agreements Act for the full 5-year term incorporated in 
the legislation recently enacted by the House of Representatives. On behalf 
of our Commissioners, I would like to present the port authority’s position with 
respect to this legislation and request that this letter be made a part of the 
record of he hearings and deliberations of your committee. 
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Since 1934, the reciprocal trade agreements program has served as a corner- 
stone for the foreign economic policy. of the United States. This program, by 
means of the reduction of tariffs and trade barriers on a mutually advantageous 
basis, has resulted in expanded international trade. This ever-increasing volume 
of trade, travel, and investment flow has unquestionably strengthened the econ- 
omy of the United States and the rest of the free world. 

The expansion of trade and the strengthening of the economy have of course 
benefited the States of New York and New Jersey and their bistate harbor, the 
port of New York. Hight billion dollars worth of export-import cargo arrived 
and departed from this port by ship or airplane in 1957, and these benefits ulti- 
mately accrue to the entire natitonal economy. 

The importance of export-import trade to the New York-New Jersey metropol- 
itan area is emphasized by the fact that port jobs provide a livelihood for at 
least 430,000 people in this great bistate region. These 430,000 jobs, in turn, 
furnish the ecoonmic basis of existence for 1 out of every 4 persons who live 
in the port district. Moreover, the port’s handling of many millions of tons 
of waterborne commerce a year produces more than one-fourth of the total 
wages earned in the port district. 

The port of New York has therefore a vital interest in the continuance and 
expansion of the flow of international trade and commerce. This concern and 
interest was demonstrated by the States of New York and New Jersey in their 
port compact of 1921 which created the Port of New York Authority as their 
bitsate public agency. One of the basic responsibilities of the port authority 
is the development and promotion of commerce and trade through the port of 
New York. 

The conviction of the commissioners of the port authority that international 
trade is vital to the port’s welfare and their faith in the future of this trade 
is proved by their continued approval of new and expanded programs and activ- 
ities designed to promote the welfare of the port district and its 13 million 
residents. 

Thus, during the past 15 years, the port authority has invested $100.6 million 
in 5 great marine terminals in New York and New Jersey and has authorized 
the expenditure of an additional $60 million during the next 5 years in further 
improvement of its waterfront terminals. These new and modernized piers, 
eargo terminal buildings, ship berths, channels and supporting facilities accom- 
modate a substantial portion of the 12,000 ships which enter New York Harbor 
every year. 

In its investment and authorized additional expenditures of $370 million in 
4 great metropolitan airports, a large part of which has been spent for facilities 
to handle overseas air passengers and cargo, the port authority has also demon- 
strated its confidence that the welfare of the port, the two States, and the United 
States as a whole is founded on an ever-increasing interchange of people and 
goods between the nations of the world. 

So too is that confidence expressed in our trade-development and port-promo- 
tion program, on which the port authority spends $1 million a year. This activ- 
ity includes a number of publications and other media designed to inform and 
assist overseas and domestic shippers in their handling of export-import trade to 
and from the United States. Similarly, the port authority’s 3 overseas trade 
development offices in London, Zurich, and Rio de Janeiro as well as its 4 domes- 
tie offices in Washington, D. C., Chicago, Cleveland, and in downtown Man- 
hattan have as their basic function and purpose, assistance and service to the 
shippers in the respective areas of Europe, Latin America, and this country 
for which they are responsible. 

It is the firm belief of the commissioners of the port authority that the objec- 
tive of American tariff policy should be an orderly and progressive increase of 
international trade. Such a policy benefits each of the participating countries 
by providing the stimulus for the international exchange of goods. Equally vital 
is the increase of commerce among nations as a positive step toward world 

eace. 
7 Foreign trade is important to a much greater area of our national economy 
than just the export-import business directly concerned. It is important to 
everyone in the country who has labor, products, or services for sale. This 
truism has been amply demonstrated. The original purpose of the Reciprocal 
Trade Agreements Act—the increase of foreign trade through bilateral tariff 
reduction agreements between the United States and inidvidlau countries— 
has succeeded beyond expectatiton. Exports have increased from about $2 billion 
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in 1934 to more than $20 billion in 1957, while imports have increased from about 
$114 billion in 1934 to almost $18 billion in 1957. 

For these reasons, the Port of New York Authority endorses a foreign-trade 
policy which encourages the freer movement of goods to and from the United 
States as best serving the economic welfare and security of the Nation. We 
respectfully urge therefore that your committee act favorably to extend for a 
5-year period the Reciprocal Trade Agreements Act. 

Sincerely, 
Donatp V. Lowe, Chairman. 


Getz Bros. & Co., 
San Francisco, Calif., June 17, 1958. 
Senator Harry Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Dear Sir: With reference to the forthcoming meeting of the Senate Finance 
Committee to consider the passage of the administration bill for the renewal 
of the Reciprocal Trade Agreements Act, due to the fact that I am unable to 
appear before the meeting to testify in favor of the passage of this act, I am 
taking this opportunity of writing you my thoughts in this connection. 

This act is of great importance since it means a strengthening of our own 
economy and consequently the strengthening of the economy of the free world. 

I am urging your support and that of your committee for the extension of 
the Reciprocal Trade Agreements Act for a minimum of 5 years because this 
means expanded United States export trade and consequently millions of jobs, 
a strong United States bargaining position for negotiating tariff and trade 
problems during European Common Market developments, aid in our drive 
toward lower costs and lower prices of consumer goods through competitive 
imports, and finally, the necessary presidential authority for dealing with 
United States trade policy as an integral part of United States foreign policy. 

I sincerely hope that you and your committee will give this matter your 
most favorable consideration since it is in my opinion the most important legis- 
lative matter on the agenda at present. 

Very truly yours, 
LESTER GOODMAN. 


Gur Or, Corp., 
Pittsburgh, Pa., June 28, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D.C. 


DEAR SENATOR Byrd: This letter, the attached statement and summary are 
submitted to you in connection with the Senate Finance Committee’s considera- 
tion of H. R. 12591, Trade Agreements Extension Act of 1958. Last November, 
and again in February, Gulf Oil Corp. presented a statement of its long- 
standing views on this vital legislation, first, to the Subcommittee on Foreign 
Trade Policy, and then to the House Committee on Ways and Means. We 
should like this letter and the attached statement to be part of the record of 
your hearings. 

Gulf has consistently supported a 5-year renewal of the Reciprocal Trade 
Act as a necessary weapon in the coming struggle for world economic and 
political leadership. It is our firm belief that world trade is necessary to our 
domestic prosperity, to the growth and development of our free world friends, 
to win the cold war and to prevent a hot one—for trade may become our most 
critical battle with international communism. 

We were greatly encouraged by the recent action taken by the United States 
House of Representatives on this legislation and urge that the Senate Finance 
Jommittee recommend to the full Senate its speedy passage. 

Very truly yours, 
R. O. RHOADES. 
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SumMaRy, TRADE AGREEMENTS LEGISLATION AND THE PETROLEUM INDUSTRY, 
STATEMENT OF GULF On. Corp. 


Gulf, because of its long and extensive experience in both domestic and foreign 
operations, feels itself qualified to comment on international trade. 


PURPOSE AND ACCOMPLISHMENTS OF THE TRADE AGREEMENTS ACT 


1. The purposes of the 1984 act to expand foreign markets for the products 
of the United States and to support prosperity have been successfully achieved. 

2. Free foreign nations have been aided by the promotion of increased trade. 

8. Reversal of the policy established to minimize trade barriers would be most 
likely to bring about both domestic and foreign economic distress and to lose us 
friends. 

4. Failure to renew the Reciprocal Trade Act would tend to forfeit gains 
made through foreign aid. 


POSSIBLE ABUSE OF THE ESCAPE CLAUSE IN THE ACT 


1. Minimum criteria should be added to the law to define positive injury to 
be shown before escape clauses apply. 
2. Loose interpretation of the escape clauses could nullify the act. 


PETROLEUM IMPORTS 


1. Both imports and domestic production should share increasing demand. 

2. As long as domestic production is increasing, imports are supplementing and 
not supplanting domestic production. 

3. Temporary short-term fluctuations in production and demand should not 
govern the establishment of import policy. 

4. The voluntary oil imports program is acting as a brake on the rate of in- 
crease of oil imports. 

5. Restrictions in petroleum imports are likely to jeopardize free access of 
American citizens to their oil concessions abroad. 

6. The United States has been so thoroughly explored for oil that most major 
oil pools probably have already been discovered. Recent findings tend to be 
smaller and have higher cost per barrel. 

7. Increase in oil reserves in the United States is not keeping pace with the 
increase in demand ; we will have to depend more and more on foreign oil. 


CONCLUSION 


The Trade Agreements Act should be extended to insure continued domestie 
prosperity and national security. 


TRADE AGREEMENTS LEGISLATION AND THE PETROLEUM INDUSTRY 


1. PURPOSE AND ACCOMPLISHMENTS OF TRADE AGREEMENTS ACT 


For more than 45 years Guif Oil Corp. has engaged in foreign operations. 
It was one of the earliest of the American oil companies to enter Mexico, around 
1912, and since that time its geologists and geophysicists have prospected for 
petroleum in many parts of the world. As a result, the corporation today has 
substantial oil production in Venezuela, Canada, Sicily, and the Middle East, and 
is in the process of developing discoveries in other countries. During much of 
the same period, Gulf has also made substantial investments in the construe- 
tion and development of marketing facilities in many European and Latin 
American countries. 

However, Gulf is by no means merely an American-owned company engaged 
in foreign operations. Traditionally it has maintained a position as a major 
petroleum producer in the United States, and by far the largest share of its in- 
vestments in leases, land, and equipment needed to carry on its business as a pro- 
ducer, refiner, transporter, and marketer of petroleum and petroleum products has 
been made in the United States. It is thus a company engaged in both domestic 
and foreign trade, and this fact lays upon its management the necessity and 
duty of formulating, advocating, or supporting those policies which seem best 
calculated to promote and maintain the healthiest possible conditions for both 
foreign and domestic commerce. Because of the company’s position, Gulf’s 
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87,000 shareholding owners have a direct and real stake in any legislation affect- 
ing domestic or foreign trade, and because of its experience Gulf’s management 
feels itself peculiarly well qualified to offer the observations and comment that 
follow. 

Looking back, we find the legislation that initiated the reciprocal trade agree- 
ments program in 1934 stated its aims as follows: , 

“For the purpose of expanding foreign markets for the products of the United 
States, as a means of assisting in the present emergency in restoring the Amer- 
ican standard of living and overcoming domestic unemployment and the present 
economic depression, in increasing the purchasing power of the American public.” 

The reciprocal trade agreements, together with other programs, have proven 
remarkably successful in achieving these objectives. They have been valuable 
and helpful through subsequent economic recessions (although no depression has 
occurred since), through World War II, through the Korean war, and in the 
period of uneasy peace and cold war following World War II. The objectives 
of the foreign economic policy, including the reciprocal trade agreements, have 
been broadened to include contributions to the rebuilding of our Allies, to 
strengthening the economic health of the free world and to preserving their 
freedom from Communist subversion. 

Of course, many influences have contributed to the increase in United States 
exports and in free world trade, and the exact contribution of each cannot be 
precisely determined, but the fact remains that a very large degree of success 
has been attained. Public opinion in the United States, and particularly in the 
trading community abroad, attributes a large part of this success and the grow- 
ing prosperity of the free world to the leadership which the United States has 
shown in reducing tariffs and removing other impediments to trade on a recipro- 
eal basis through the trade agreements acts. From time to time the acts 
have been extended and amended, including the addition of a peril-point proced- 
ure (first included in the Trade Agreement Act of 1948), which provided that 
trade commitments should not be made that may seriously injure domestic pro- 
ducers. In 1955, the national security amendment was added. 

These changes have been for the purpose of insuring that excessive imports 
will not seriously injure any domestic industry. The national security pro- 
vision emphasized this with respect to any industry vital to the national se- 
curity. With these safeguards, there is no reason to believe that extension of 
the Reciprocal Trade Act would do harm to the objectives previously outlined. 
On the contrary, failure to extend this act could cause grave harm to the pros- 
perity of ourselves and our Allies, and to the cohesion of the free world. 

The most important reason and the summary of all reasons for extending 
the Recriprocal Trade Act is the great success which has attended the efforts 
of the United States to lead the free world toward increased trade, which has, 
in turn, helped to promote a mutual increase in prosperity, and a strengthened 
defense posture of all free nations. The Trade Agreements Act has served as a 
clear signal to all the world that our country wishes to encourage the growth of 
industry and trade between the nations. With it in operation, the war-damaged 
countries have recovered remarkably and world trade has reached new heights. 
Since the first act in 1934, United States exports have increased 800 percent, and 
imports about 700 percent, and foreign trade now gives employment to about 4%4 
million Americans. 

A reversal of this policy would be a terrible blow to those nations that buy 
our goods as well as our supplying nations. It would lead to economic distress 
in countries which depend to any considerable extent on exports to the United 
States. It would bring about import and currency restrictions and discrimina- 
tion in all countries which are short of foreign funds. Since dollars are the 
eurrency most in demand, these restrictions would fall more on United States ex- 
ports than on any other. Therefore, if by failure to extend the Trade Agree- 
ments Act we embark on a policy of restricting trade, we will be responsible not 
only for economic distress in foreign countries but also in our own. A world- 
wide recession would be the most probable result. Our postwar trade policy has 
helped lift the hopes of the entire free world. It would be a terrible blow to the 
unity of the allied front toward the Soviet Union if we reversed our helpful 
policy by increasing trade restrictions. 

This consideration is, and should remain, paramount. Trade is healthiest 
when all of those nations contributing to its flow are, each in its own way, en- 
joying the best of economic well-being. In any contemplation of a return to re- 
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Strictive tariffs, however, there are other considerations of very considerable 
importance. 

In the next place it should be recognized that, whatever mistakes may have 
been made, the general effect of the outright gifts under the foreign aid program 
have constituted a sort of strategic pump priming by which many nations have 
been helped to help themselves. As a result, the concept that lies behind the 
slogan, “Trade, not aid,” is one of continuously increasing vitality. Nations, like 
individuals, have their pride; they can be expected to be grateful for help when 
help is most needed but they cannot be expected to stand forever with out- 
stretched hand, mumbling apologetic thanks for whatever may be dropped into it. 
An increasing volume of international trade is the only alternative to outright 
giving. It is immediately beneficial to the traders, it creates mutual respect 
while promoting mutual self-esteem. It is the one base on which we can build 
strong and lasting friendships in a world where the need for such friendships 
is urgent. It is not necessary, it may not even be desirable, for trading nations 
to come to a meeting of minds on intellectual, political, or philosophical matters 
for the basic language of trade is older, and better understood than any other. 
Since even a completely altruistic United States, with its relatively small percent 
of the world’s population and raw materials could not possibly hope to support 
the whole free world’s economy indefinitely with gifts, and since the alternative 
is the promotion of trade, it follows that any moves now to raise restrictive 
barriers must serve to destroy the benefits we hoped to gain through foreign aid, 
and on which many billions of dollars have already been spent. 

There is, finally, still another reason why a return to a high tariff policy, how- 
ever selective it may be, would, at least by this time, be unwise. Our recent 
months through the development of common marketing areas and other types 
of pooling arrangements, European nations and industries have been showing 
a growing will to win for their products a larger share of those markets, such 
as Latin America, in which, due to the disruptions of World War II, they have 
been considerably displaced by United States products. This creates the pros- 
pect of intensely sharpened competition for United States exports, and it is axio- 
matic that competition thrives most where it is least trammeled. Historically, 
the raising of high tariff barriers by one country against the products of another 
inevitably invites retaliation. It would appear self-evident that a return to high 
tariffs by this country now can only result in a loss of some, and possibly of a 
very large amount, of the export trade the United States now enjoys. 

Regardless of the arguments made by some industries, or individuals, in favor 
of increased tariff protection now, it would appear that the national welfare 
stands to be seriously, and possibly grievously harmed by an abandonment, or 
even a sweeping revision of the reciprocal trade program now in effect. 


2. POSSIBLE ABUSE OF THE ESCAPE CLAUSES IN THE TRADE AGREEMENTS ACT 


Since, at this stage of history a return to high tariffs would be assuredly 
harmful, and possibly disastrous, it will be useful to consider how the present 
laws may be modified to better accomplish the aims toward which they were 
originally directed. 

The escape clauses which permit any industry that thinks it is threatened 
with injury due to imports to appeal to the Tariff Commission could be used 
to largely nullify any lifting of trade restrictions, depending on the manner 
in which the Tariff Commission and the President choose to interpret and 
administer the law. In 1955, the act authorized the President, whenever he 
deemed it necessary, to reduce the level of imports of a commodity whenever 
that level threatens national security. The Trade Agreements Extension Act 
of 1958 further modifies this point by including the so-called perfecting amend- 
ment. In order to avoid having these provisions used to nullify the act, Congress 
should include in the act a definition of injury and some basic criteria to be 
used in determining that an imported item is injurious either to a particular in- 
dustry or to the national security. 

Almost any imported item competes directly or indirectly with United States 
produced goods. Any increase in imports at all, therefore, could be interpreted 
as reducing the potential domestic business of United States firms. A basic 
criterion for determining injury to an industry should be that the sales of an 
industry are reduced in absolute terms, and not only as a percentage of the 
total domestic market. As long as an industry’s total sales in the United 
States are increasing, or are not appreciably reduced, it should not be held 
that imports are seriously injuring the domestic industry. 
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Again, almost any item produced relates in some way to the national security. 
Loose interpretation of this term could readily nullify all the good effects 
hoped to be achieved through any Trade Agreements Act. Therefore, the law 
should contain some minimum criteria to be used in determining that an 
imported item threatens the national security. The party pleading for import 
restrictions on the basis of national security should be required to produce 
positive evidence showing: 
(@) actual injury to a particular industry and to the Nation’s defense 
potential due to the Trade Agreements Act, and 
(b) that curtailment of the subject import will not prejudice the con- 
tinued free access of United States citizens to essential raw materials which 
the United States will need to import in increasing quantities in the 
future. 

With this positive definition included in the Trade Agreements Act, which 
is designed to facilitate rather than to restrict international trade, there is 
no reason to believe that its extension will not continue to provide the good re- 
sults that have been obtained to date. 


3. PETROLEUM IMPORTS 


With respect to petroleum, the best method of handling the import situation 
is to permit imports and domestic production to share in the increasing demand. 
There is no question but that imports should supplement and not supplant do- 
mestic production. The only question lies in the interpretation of both supple- 
ment and supplant. 

It would seem to be clear that so long as the domestic industry is increasing 
its production, imports are supplementing and not supplanting domestic pro- 
duction. This is true even though imports might be taking over a large part 
of the increase in demand and, therefore, could be increasing at a faster per- 
centage rate than domestic production. This is illustrated by the changes in the 
petroleum situation 1957 over 1948. Domestic demand increased by 3,028,000 
barrels daily. During the same period, United States production has increased 
by 2,057,000 barrels daily, while imports have increased by 1,012,000 barrels 
daily. It is apparent that the imports have not prevented a very healthy rate 
of growth in domestic production, which amounts to 35 percent in 9 years. 
This growth occurred in spite of the fact that imports increased by 197 percent, 
although, of course, the volume of import increase was only half the increase 
in domestic production. Under these conditions, it is impossible to hold that 
imports are injuring the domestic industry, or that through such injury im- 
ports are threatening the national security. 

In determining whether or not domestic production is being reduced by in- 
creasing imports, short-term fluctuations in demand and those restrictions in 
production which are necessary to correct temporary excessive inventories re- 
sulting from previous excessive production, should not be taken into account. 
The petroleum industry is characterized by violent seasonal swings in demand 
and by widely varying demands from one winter season to the next, as one 
winter may be considerably warmer than another. After a warm winter, the 
industry is usually left with excessive inventories of finished products which 
must be liquidated by curtailment of production. Also, the conditions under 
which the industry works are such as to require considerable time to reduce 
excessive production rates, such as may occur in order to meet an unusual ex- 
port demand. This occurred during the Suez Canal shutdown. Production 
and imports were maintained at unusually high levels for some time after the 
Suez Canal was reopened, resulting in a period of very heavy inventories. The 
industry is now undergoing a period of low production, and imports also are 
being voluntarily restricted in order to bring about a more normal inventory 
situation. This adjustment period has been relatively short, yet inventory 
levels are steadily improving. The fact domestic production is less than it was 
at this time last year should not be taken as proof of injury either to the do- 
mestic industry or to the national security. Only if the reduced production 
continued over a period of at least a year could this position of injury be sup- 
ported, and current indications are that domestic production will reverse its 
down trend before the year is out. 

The petroleum industry is undergoing another adjustment which will prob- 
ably be of longer duration. In the 10 years ending in 1956, the United States 
domestic demand increased at an average rate of nearly 6 percent per year. 
This high rate of increase occurred because of the replacement of the United 
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States stock of automobiles after World War II, the substitution of oil for coal 
in home heating, and many other reasons, including the generally high levels of 
expansion in nearly all industries. Recently, trends indicate that the very 
large rate of increase in demand which was experienced in the postwar years 
is beginning to slow down. With a correspondingly lower increase in demand 
each year, it would be expected that both imports and production would increase 
at a slower rate than in recent years. 

The President’s Special (Cabinet) Committee to Investigate Crude Oil Im- 
ports proposed a plan of voluntary restriction of imports which already seems 
to be acting effectively as a brake on the rate of increase on imports. This 
plan was submitted to and approved by the President on July 29, 1957. 

As an illustration of the effectiveness of this plan, recent reports show that 
all importers, including the major international oil companies, actually reduced 
their imports during the 4-month period, January 1958—April 1958, to a level 
some 50,000 barrels daily below the quotas established by the President’s 
Special Committee. This reflects the good intentions of these companies as well 
as the fact that they all have large production in the United States and very 
large investments in the United States, which would not be in their interest to 
harm by importing at an excessive rate. Especially in view of this performance 
of the voluntary import program, there is no need to place further legal restric- 
tions on the importation of petroleum. 

In fact, any rigid restriction on the importation of petroleum, or any further 
curtailment in the rate of imports, would be very likely to harm the national 
security of the United States. Some proposed restrictions are aimed in a dis- 
criminatory manner at reducing petroleum imports from the Middle East. The 
proud and newly awakened nationals of Middle Eastern countries are certain 
to take offense at any discrimination. This could lead to the loss of our stra- 
tegic position in the Arabian Peninsula, including the airbase at Dhahran. 
With the Middle East in such turmoil as a focal point of the cold war between 
the East and the West, and with the economy of our allies depending upon oil 
from the Middle East, we should under no circumstances take any action which 
might appear discriminatory. 

There is no doubt that the production costs of imported oil from the Middle 
East and Venezuela are lower on the average than the production cost of oil 
in the United States. The imported oil tends to hold down the rate of increase 
in oil prices in the United States. The cost of finding oil in the United States 
is increasing, chiefly because the United States has been thoroughly explored and 
most of the easily accessible and prolific deposits of oil already have been tapped. 
New fields are discovered less often, and when discovered they are found to have 
small deposits of oil compared to the large fields discovered in the past. If the 
United States attempted to rely on its own oil exclusively, the price would neces- 
sarily increase very greatly, as a larger portion of the oil produced would have 
to come from high-cost, deeper wells tapping smaller deposits of oil. 

It has been said by some of those opposing imports that all of the cost savings 
from this imported oil accrue to the profit of the major international oil com- 
panies. If this were true, then imported oil would not afford any price competi- 
tion with domestic oil. However, it appears that at least some of the savings in 
eost of imported oil are passed on in one form or another to the consumer. 
In the recent hearings during September and October for increased oil imports 
before the Administrator of the voluntary oil import program, several companies 
testified to the Administrator that domestic oil could not compete in the east 
coast markets. They gave the Administrator estimates of the advantage of im- 
ported oil varying from 50 to 75 cents per barrel. 

In calculating the cost of foreign oil, several major items must be taken into 
account in addition to the cost of developing the oilfield and lifting the oil from 
the ground. The payments to foreign governments, usually 50 percent of the 
difference between the lifting cost and the market price, are just as much a part 
of the cost as are the royalty payments in the United States. In addition, there 
are large transportation costs to move the oil over long distances to the United 
States. In the case of oil moving from the Middle East, which is the largest 
potential source of foreign oil, long-term charter rates for vessel transportation 
amount to well over a dollar a barrel. 

Petroleum differs in a fundamental manner from most other imported mate- 
rials. In some respects imported petroleum should not be called foreign oil. It 
is nearly all produced by American companies using a substantial amount of 
American labor and materials, from oil concessions which have been negotiated 
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by American nationals, usually with foreign governments. The profits accrue 
to United States stockholders, and these profits then pay personal income taxes 
to the United States Government. If oil imports were drastically reduced, many 
of the United States nationals employed abroad would lose their jobs and be 
thrown on the United States employment market. Also, many United States 
independent businessmen who have gone into contracting for oil-well drilling 
in foreign countries would be forced to return home and compete with the con- 
tractors already operating in the United States. It can be seen from this that 
imports of petroleum do not represent cheap imports of foreign goods which are 
cheap because of low labor rates abroad. The relatively low prices of foreign 
oil occur because the United States has already discovered most of its low-cost, 
high-volume deposits of oil and the cost of discoveries from now on can be 
expected to increase. 

The searcity of good drilling sites is undoubtedly a major reason for a small 
decrease in the number of United States oil wells drilled in 1957 as compared 
to 1956. There are other reasons, including unusual weather in the spring, a 
rather abrupt increase in interest rates, and the tightening of money supplies. 
But there is increasing evidence that one of the most important reasons was 
merely the lack of drilling sites which appeared likely to hold enough oil to make 
it profitable to drill. 

The difficulty and high cost of obtaining more oil in the United States makes 
it mecessary for us to import a larger percentage of our total requirements. 
In spite of very intensive exploratory efforts, the new reserves discovered since 
1946 have not kept pace with the growth in consumption. The ratio of reserves 
to comsumption in 1946 was 13.4. By 1956 this had been reduced to 11.3. There 
have been sO many oil wells drilled that our total reserves could be produced 
much faster than is now the case. Therefore, the so-called availability of petro- 
leum is increasing and has been reported by some authorities to be upwards of 
2 million barrels a day above the current producing rate. However, it is reserve 
supply and not the potential production rate which is most important to our 
national security. A farmer might have a well which he could completely empty 
within 1 day by installing larger pumps, but if he so emptied his well, he would 
be left without water. The important thing to the farmer would not be his 
maximum pumping rate for a short period, but how much water he had in his 
well in total. Likewise the important thing to the United States is the total 
reserves available for continued production over a long period of time. 

A New York Times editorial recently stated: ‘‘There are many ways to en- 
courage exploration for oil, whether by private or other interests. But every 
barrel of our oil used up is an irreplaceable resource gone forever, never again 
to be available for our future needs.” 


4. CONCLUSION 


The Trade Agreements Act should be extended because it has proven every 
effective in promoting the prosperity and security of the United States and its 
allies. The escape clause should be better defined to set up specific criteria for 
determination of the peril point involving serious injury to domestic industry 
and a threat to the national security. These criteria are needed to avoid having 
all increases of imports prevented through abuse of the escape clauses, and thus 
to eliminate any possible good that could come from increasing imports and in- 
creasing world trade. With respect to extension of the Trade Agreements Act, 
the President stated: “If we fail in this (our trade policy), we may fail in all. 
Our domestic employment, our standard of living, our security, and the solidarity 
of the free world—all are involved.” 

With respect to petroleum, imports have not prevented the domestic produc- 
ing industry from growing at a healthy rate. Petroleum importers have shown 
a willingness to cooperate in voluntary restraints on the rate of imports to cope 
with the recent slowing down in the rate of growth and consumption. There- 
fore, it could not be said that petroleum importers are threatening the domestic 
industry, and it would be most unwise to impose rigid restriction on imports 
through increased tariffs or other impediments to trade, such as rigid quotas. 

It. would be a calamity to the prosperity and to the defense, and therefore a 
threat to the very life of the United States, if through ill-advised restrictions on 
petroleum imports, free access should be denied to United States nationals to the 
huge deposits which their initiative, capital, and labor have developed in for- 
eign countries. It would likewise be a calamity to the defense of the entire free 
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world if through any discriminatory restrictions the stability and prosperity of 
the oil-producing countries from which we import should be threatened, Under 
present conditions of cold war, it is imperative to keep these countries in the 
camp of the free world. 

This is especially true since it has proven impossible to discover new oil reserves 
in the United States in sufficient volume to maintain the ratio of reserve to 
consumption. In addition, for those scarce reserves which are now being dis- 
covered, the cost is high and a reasonable quantity of imports tends to hold the 
prices charged to civilian consumers and to the Defense Department at reason- 
able levels. 

The United States has less than 15 percent of the free world’s reserves of 
crude oil but has 55 percent of the consumption. In order to support the national 
economy and maintain the national security, we will inevitably depend more and 
more on imported petroleum. 


United States petroleum imports, domestic demand, and production 
[Thousands of barrels per day] 





| 
United States| Percent imports to— 























United States} United States} production | a 
Year total domestic crude and 
petroleum petroleum natural gas | United States) United States 
imports demand liquids domestic production 
demand 

377 4, 912 5, 068 7.7 7.4 

437 5, 452 5, 450 8.0 8.0 

514 5, 775 5, 921 8.9 8.7 

645 5, 803 5, 477 11L.1 11.8 

850 6, 507 5, 906 13. 1 14.4 

844 7, 041 6, 719 12.0 12.6 

952 7, 280 6, 867 13.1 13.9 

1, 034 7, 604 7, 111 13. 6 14.5 

1, 052 7, 760 7, 033 13.6 15.0 

1, 248 8, 460 7, 578 | 14.8 16.5 

1, 426 8, 757 7, 937 16.3 18.0 

1, 526 8, 803 7, 978 17.3 19,1 








Source: API Statistical Bulletin, vol. 38, No. 21, Apr. 23, 1957, U. S. Bureau of Mines, 1957 (partly 
estimated), reported in Platt’s Oilgram News Service, Jan. 6, 1958. 


United States petroleum reserves related to United States domestic consumption 
and production 


[Million barrels] 























Total Total Ratio of reserves to— 

Reserves United United the pone at lace Bale Be RE 
Year end of States States 
year domestic produc- United United 
demand tion States States 
domestic produc- 
| (1) (2) (3) demand tion 

Ala Betta Scieeg icteric tilnlartisitidalniasitgniciemmntil ninenainalatnappte ——___—_|—_—___-_|—— sic icicle 
Sct insole seething tieecindeiiatiieimaniee diemeeddiiiete 24, 037 1, 793 1, 850 13.4 13.0 
Ds bbnedbedeckdnigucthciaunécdbunnbnated | 24, 742 | 1, 990 1, 989 12.4 12.4 
ae NE Bat oes oh ste am buiedadiil | 26, 821 2,114 2, 167 12.7 12.4 
in a nei aides eibintneanchlbiicini 28, 379 2,118 1, 999 13.4 14.2 
ih dll a lind nee malities Sema euhnwhee metal 29, 536 2, 375 2, 156 12.4 13.7 
ee ae i a pinks netrebae eee | 32, 193 2, 570 2, 452 12.5 13.1 
a tdada th ddetitieen coupe npbnbcibaneilion 32, 957 2, 664 2, 513 12.4 13.1 
| 34, 383 2,775 2, 596 12.4 13. 2 
34, 805 | 2, 832 2, 567 12.3 13.6 
35, 451 3, 088 2, 766 | 11.5 12.8 
36, 337 3, 205 2,905 | 11.3 12.5 


(1) Reserves are total liquid hydrocarbons, including crude oil and natural gas liquids, 

(3) Total United States production includes crude oil and natural gas liquids, 

Source: (1) AGA-API Proved Reserves of Crude Oil, Natural Gas Liquids & Natural Gas, Dec. 1956, 
vol. No. 11. 

(2) API Statistical Bulletin, vol. 38, No. 21, Apr, 23, 1957. 

(3) API Statistical Bulletin, vol. 38, No. 21, Apr. 23, 1957. 
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Exports, imports, and gross national product, United States, 1934-57 


Billions of dollars Index numbers 





TRAIL n tt ch erecentneenignienecinil 











| 
Year 
| | Gross Gross 
Exports | Imports | national | Exports Imports national 
product product 

211 1.6 65.0 | 100 100 | 100 
2.2 | 2.0 72.5 107 125 112 
2.4 | 2.4 2. 7 115 148 127 
3.3 3.0 | 90. 8 157 184 140 
3.1 | 1.9 | 85, 2 146 119 131 
3.1} 2.3 91.1 149 139 140 
3.9 | 2.5 | 100. 6 187 155 | 155 
5.0 | 3.2 | 125.8 | 239 197 | 194 
8.0 2.8 159, 1 381 169 245 
12.8 3.4 | 192. 5 | 612 207 | 296 
14,2 3.9 211.4 | 674 237 325 
9.6 4.1 | 213.6 | 456 250 329 
9.5 4.8 209. 2 | 452 293 322 
14.3 5.7 | 232, 2 | 679 345 | 357 
12.5 7.1 | 257.3 507 134 396 
11.9 6. 6 257.3 568 403 396 
10. 1 8.7 285. 423 534 | 439 
14.9 10.8 328. 2 709 661 | 505 
15.0 10.7 345. 4 717 657 | 531 
15.7 10.8 363. 2 | 745 659 55S 
15.0 10. 2 361. 2 | 713 626 556 
15.4 11.3 | 391.7 734 693 603 
18.8 12. 5 | 414.7 | 897 764 | 638 
21.0 12.9 434.1 | 1, 000 806 66S 
19.6 12.9 | 434.1 | 933 | 806 | 668 


1 Includes mutual security program milita: y shipments which totaled $1.7 billion in 1956, and $1.4 billion 
in 1957 (November-December estimated). 

210 months actual. November and December estimated. 

3 Excludes MSP military shipments from exports. 


Source: 1934-56, Compendium of Papers on United States Foreign Trade Policy, p. 244. Subcommittee 
on Foreign Trade Policy of the Committee on Ways and Means, released Oct. 10, 1957; 1956! Survey of 
Ourrent Business, February 1957; 1957 Survey of Current Business, December 1957. 


INTERNATIONAL DISTRIBUTORS, INC., 
Memphis, Tenn., June 18, 1958 
Hon. Harry F. Byrp, 
Chairman, Committce on Finance, 
United States Senate, Washington, D.C. 


Deak Sirk: We are manufacturers of household drugs and importers of needles, 
pins, small handtools and various notion and sundry items. Approximately 70 
percent of our business is in merchandise of our own manufacture for domestic 
sale. Our firm is closely affiliated with Plough, Inc., of this city who is a man- 
ufacturer of nationally advertised drug and cosmetic products and who exports 
these products to 45 foreign countries. 

In the interest of world trade and for the best interest of the greatest number 
of American people, we urge you to support the extension of the Reciprocal Trade 
Agreements Act, without crippling amendments, but with additional bargaining 
power. It does not seem conceivable to us that it is possible to further cut our 
imports without dangerously cutting our exports. In view of the fact that ex- 
portation of United States finished manufactured goods vastly exceeds United 
States importation of finished manufactured goods (approximately 4 to 1), we 
cannot believe that the extension of the Reciprocal Trade Agreements Act in 
materially its present form would be hurtful to our economy asa whole. Failure 
to do so would be helpful only to a small percentage of American manufacturers 
who wish to operate under the protection of an artificial trade barrier. 

These are challenging facts, which can be easily and quickly verified by govern- 
ment economists: 

Foreign trade supports more American people than the combined steel, 
chemical and automobile industries. 

Our economy cannot be supported without an exchange of our exports for 
indispensable imports. Our imports provide the wherewithal. 

How can we hold our leadership in world affairs if we act like an isolationist 
agrarian country trying to protect an infant manufacturing industry? Is it ad- 
visable to pour out military and economic aid to our allies with one hand and to 
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cut their economic throats with the other hand, by failure to extend the Trade 
Agreements Act in very close to its present form? 
We urge you to support the Reciprocal Trade Agreements Act for the best in- 
terest of all the American people. 
Yours very truly, 
ROBERT D. Moore. 


GREENMAN, SHEA & ZIMET, 
New York, N. Y., June 19, 1958. 
Hon. Harry F, Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

DEAR SENATOR Byrpd: I am writing this letter in support of the reciprocal 
trade agreements bill recently passed by the House of Representatives. This 
bill appears to me as the most essential measure proposed by the administration 
to the present Congress. 

The leaders of the Soviet Union have frankly avowed their economic offensive 
against the free world, and we have learned by experience that such statements 
by dictatorships cannot be safely ignored. To counter this Soviet threat, I be- 
lieve that any American administration, Republican or Democratic, must have 
the freedom of action with regard to tariff matters which the reciprocal trade 
agreements bill gives. 

Even were the Soviet Union to change its Government overnight, however, I 
believe the provisions of the reciprocal trade agreements bill should be enacted 
into law because I think they constitute a useful and valuable framework 
within which the economic policy of this country can be conducted. I am not 
one who believes that there is any threat to the American standard of living 
in increased trade with the rest of the world. On the contrary, I believe that 
an increasingly free interchange of goods will benefit the American consumer as 
well as American industry. 

As a lifelong Republican, I welcome the point made by Adlai Stevenson that 
we Americans cannot afford to repeat the error of the Hawley-Smoot Tariff Act 
of 1930. It is precisely when clouds appear on the economic and financial 
horizons that we in the Western World must keep open the channels of trade 
rather than close them as we did in 1930 with resulting catastrophie effects, both 
economic and political. 

Not every provision of the reciprocal trade agreements bill is unchangeable 
and I have no doubt that your committee may well make improvements in it. 
But its basic purpose of continuing the principles of the Reciprocal Trade Acts 
and of enabling the executive branch of the American Government to plan 
ahead for as much as 5 years seem to me to be principles which have proved 
most useful and I wish to add my voice to those of the many who urge the pas- 
sage of this legislation upon you. 

Yours very sincerely, 
Henry V. Poor. 


LEXINGTON DEMOCRATIC CLUB, 
NINTH ASSEMBLY DISTRICT, 
New York, N. Y., June 23, 1958. 
Hon. Harry F. Byrp, 
Senate Office Building, Washington, D. C. 

Dear SENATOR ByrpD: The enclosed statement was recently adopted by the 
executive committee of the Lexington Democratic Club in support of H. R. 10368, 
the President’s bill for renewal of the reciprocal trade agreements. It is our 
hope that the most substantial possible form of this legislation will not only 
receive your vote, but that it will benefit from the considerable respect and 
influence which you and your staff command on Capitol Hill. 

Enlightened economic thinking, as well as free world security requirements, 
calls for bipartisan action on this bill. Your efforts on its behalf will crown 
with further distinction a career of politics and public service which has been 
motivated by the best interests of the Nation, rather than by party politics 
alone. 

Thank you for your consideration. 

Sincerely, 
RicHaArpD 8. LANE, President. 


27629—58—pt. 1——40 
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STATEMENT ON ReEcrPROCAL TRADE BY THE EXECUTIVE COMMITTEE, LEXINGTON 
DEMOCRATIC CLUB 


Resolwed, That the executive committee adopt the following statement in 
support of H. R. 10368 (the administration bill for trade agreements renewal) 
and in support of any further legislation appropriately designed to implement 
the principles underlying the reciprocal trade program: 

The executive committee, even while it has serious reservations about the 
adequacy of H. R. 10368 as a free trade instrument, endorses this administra- 
tion bill for extension of the reciprocal trade agreements. The executive com- 
mittee regards the bill as essential to orderly functioning of the United States 
economy and to continued vigor within the trading community with which this 
country’s well-being is intimately connected. 

In recent years both industry and industrial labor in America have been in- 
creasingly involved with a high volume and velocity of import-export activity. 
Accordingly, the recessionary trends which now obtain in this country indicate 
Government stimulation of foreign trade, not inhibition in the name of 
protection. 

This body notes a special need for renewal and extension of reciprocal trade 
between the United States and its traditional hemisphere allies. Latin America, 
where the United States position has already deteriorated, is now poised in 
anxiety lest its relations be disrupted with this country’s producers and mar 
kets. Canada, a continental neighbor of increasing importance to American 
military arrangements, is similarly alarmed by the threat of contractions in 
her United States economic ties. Such a threat would inevitably follow in de- 
feat of the pending legislation. 

Finally, the executive committee of the Lexington Democratic Club respect- 
fully calls to your attention the mounting Soviet trade offensive in the Asian 
and Middle Eastern areas. This is an offensive which the Soviet Union’s 
Premier Khrushchev himself introduced to the United States in 1957 with the 
statement, “We declare war upon you * * * in the peaceful field of trade.” 
Active trade is the one effective counter this country has to the Soviet “war.” 
And insofar as H. R. 10368 represents a minimum American weapon for the 
impending campaigns, this body urges your support for the renewal legislation. 


AMERICAN INDEPENDENT OIL CO., 
San Francisco, Calif., June 23, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


My Dear Mr. Byrp: Your committee, I understand, is currently holding hear- 
ings on the trade agreements bill, H. R. 12591, recently passed by the House of 
Representatives. For the general welfare of our country, I respectfully submit 
it is vital that such legislation be acted upon favorably by your committee. 

As you are well aware, the value and volume of United States exports and 
imports have greatly increased since the enactment of the reciprocal trade pro- 
gram in 1934. The continued expansion of such two-way trade is beneficial not 
only to our domestic economy as a whole but also to our allies overseas thereby 
minimizing their need for United States economic assistance. 

We hear a great deal of Russia’s launching of a trade offensive and of the 
apparent initial success of such efforts in the Middie East and elsewhere. A 
5-year extension of our reciprocal trade program as contemplated by H. R. 12591 
would do much to counter Russia’s efforts to expand its trade at our expense. 

Again, we point to the recent organization of West European nations into the 
European Economic Community with one of its avowed purposes the elimination 
of trade barriers between member countries. Certainly we should not force this 
organization, in self-protection, to adopt a policy of protectionism against the 
United States. On the contrary, Congress should provide the President with 
sufficient authority to negotiate desired tariff reductions. 

I strongly urge your favorable consideration of the trade agreements bill. 

Sincerely yours, 
RALPH K. DAVIES. 
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COLLINS P1NE Co., 
Portland, Oreg., June 25, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 


DEAR SENATOR: I am writing you for the record with respect to the national 
trade policy and the current controversy in Congress over liberalizing of trade 
barriers. 

I think that our country is rapidly approaching a point where we can use 
to the fullest extent resources and products that other nations have to offer, 
at a general overall benefit to our population as a whole. It undoubtedly 
will make it difficult, for this industry, or that, but our American economy has 
certainly demonstrated in the past that it is sufficiently flexible to adjust rather 
rapidly to situations of this kind that may arise. 

I am sorry to note from time to time that many businessmen are whole- 
heartedly in favor of lowering tariff barriers as long as they are not lowered in 
their particular industry. As a lumberman, I think I am honest in saying that 
I would be perfectly willing to see what limited barriers there are, in our in- 
dustry, entirely eliminated. It would make us scratch a little harder, but it 
would also make available important resources from other countries to our 
people at slightly lower prices—to say nothing of the more friendly relations 
it would create with other nations. 

Any lessening of trade barriers can do nothing but strengthen the West in 
its intense competition with the Communist bloc. I heartily approve the 5-year 
extension of the Reciprocal Trade Agreements Act, and I fervently hope that 
you favor easing of trade barriers. 

Respectfully yours, 
TruMAN W. CoLuins, President. 


THE BETTINGER Corp., 
Waltham, Mass., June 23, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D.C. 

Deak SENATOR Byrp: Through this statement I would like to express my sup- 
port for a strong renewal of the Trade Agreements Act—at least the kind of 
renewal called for in the bill that has passed the House of Representatives and 
is now before the Senate. 

By way of background for my interest in this subject: I am the president 
of the Bettinger Corp., with headquarters in Waltham, Mass. We have seven 
foreign associated companies. Our philosophy and policy in dealing in other 
countries was written up by the National Industrial Conference Board. I dealt 
with representatives of Allied countries during the war (I was military secre- 
tary of the Canadian Munitions Assignment Committee; I was in the Canadian 
Army). Incidentally, I am currently chairman of the board and president of 
a Canadian firm, also. Although I am expressing only my personal views here, 
I am currently the president of the Young Presidents’ Organization. This is an 
international group of heads of corporations—primarily in the United States 
but, more recently, many members are joining from other countries in the world. 

am a director of Private Enterprise, Inc., which recently has received so much 
publicity regarding its effectiveness in fighting communism in places such as 
India, by demonstrating free enterprise—investing in, with materials, small 
industry in those countries. 

The foreign trade policy we need must be one that fosters an expansion of the 
Nation’s foreign trade. The expansion of both imports and exports—which is 
what expansion of foreign trade necessarily means—is essential to the sustained, 
rapid growth of the American economy. It is also important to recognize that 
one of dimensions of sound economic development in our own country is a healthy 
economy in the rest of the free world. There are many ways in which the United 
States has been assisting in the development of more soundly based economies 
in those countries. The most important contribution we can make is the con- 
tinuation of a trade policy that gives private enterprise throughout the free world 
an opportunity to expand its trade and therefore its production. 

Such an expansion of trade has implications that transcend the advantages of 
ever-rising level of two-way trade. It also contributes to the expansion of inter- 
national private investment, which has played an important role—and can play 
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an even greater role—in the development of the kind of world economy in which 
the American people can expect to preserve their economic and political achieve- 
ments and can make that record even more impressive. 

Those American firms that invest abroad, helping to develop the skills and 
resources of those areas and hence to develop new markets for American goods, 


want to realize a dollar return on their investments. If they should want to 


withdraw their investment someday, they would want to sell it for dollars. There 
are indeed many sources of dollar income for foreign countries, but none is more 
important than the dollars those countries earn from exports to the United States. 
It would be a serious mistake—a shortsighted view of our economic needs—if the 
Senate were to add new trade restrictions to a bill that is already laden with 
many weapening amendments that have been added to the Trade Agreements 
Act over the years. 

I would like to emphasize the importance of a 5-year extension. It is neces- 
sary if we are to give a fast-moving world a clear, forthright expression of what 
the United States wants its foreign trade policy to be. It is necessary if we are 
to plan effectively, in a business-like manner, to negotiate with the European 
Common Market in an effort to get those countries to reduce their external tariffs 
(affecting our exports) in phase with the reductions that will be taking place in 
their internal tariffs (affecting trade among the member countries). 

The trade policy legislation we need must reflect our national capabilities. It 
must meet our national needs. The administration-approved bill now before 
you—H. R. 12591—is a minimum requirement if those standards are to be met. 
I urge the Members of the Senate to support it. 

Sincerely yours, 
Rospert A. WEAVER, Jr. 


WHITE PLaAINs, N. Y. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C.: 


Urge renewal for 5 years of Reciprocal Trade Agreements Act without restric- 
tive amendments. Please make this request part of your committee record. 


GEORGE D. BRYSON, 
Vice President, General Foods Corp. 


STATEMENT BY THE UNITED STATES CUBAN SuGaR CouNcIL 
SUMMARY 


The United States Cuban Sugar Council strongly favors a 5-year extension of 
the Reciprocal Trade Agreements Act, as a means of facilitating the expansion 
of the foreign trade of the United States. 

However, section 3 (a) (1) of H. R. 12591, as passed by the House of Repre- 
sentatives, which would permit rates of duty on United States imports to be 
raised 50 percent above the high rates established by the Tariff Act of 1930, is 
inconsistent with the objectives of the reciprocal trade program and the coun- 
cil urges that it be deleted from the bill. 

Cuba was the first country to enter into a reciprocal trade agreement with the 
United States. The increase in the volume of trade between the two countries 
provides a convincing demonstration of the value of the trade agreements 
program. 

The United States Cuban Sugar Council is composed of a group of com- 
panies which Own or operate sugar properties in Cuba, the stockholders of 
which are predominantly United States citizens. The securities of nine of these 
companies are listed on securities exchanges in the United States, and their 
shares are widely distributed among investors in this country. These com- 
panies account for approximately 35 percent of the total output of sugar in 
Cuba. The names of the companies are listed at the end of this statement. 


RECIPROCAL TRADE AGREEMENTS ACT SHOULD BE EXTENDED AS RECOMMENDED BY THE 
PRESIDENT 


The United States Cuban Sugar Council, as it has on former occasions when 
the Reciprocal Trade Agreements Act was before this committee for renewal, 
strongly urges that the act be extended for 5 years. Such an extension, as 
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provided in H. R. 12591, will facilitate this country’s efforts to expand its for- 
eign trade in ways that will prove beneficial to the United States and other 
nations of the free world. 

Section 3 (a) (1) of H. R. 12591, however, is highly objectionable and the 
council urges that it not be enacted into law. This section would make it pos- 
sible for the rate of duty on products imported into the United States to be 
raised 50 percent above the inordinately high rates established by the Tariff Act 
of 1980. Such a provision is inconsistent with the remainder of H. R. 12591 
and with any program designed to facilitate the expansion of United States 
foreign trade. If it becomes law it will raise serious doubts in friendly coun- 
tries of the sincerity of United States efforts to expand foreign trade. 


UNITED STATES-CUBAN EXPERIENCE DEMONSTRATES VALUE OF RECIPROCAL TRADE 
PROGRAM 


The increase in volume of trade between the United States and Cuba since 
1934, when the first agreement, that with Cuba, became effective, provides a 
convincing demonstration of the value of the trade agreements program. 

In 1941, before this country became actively engaged in World War II, the 
value of United States exports to Cuba was about 177 percent above the 1934 
figure. During the same period, the value of United States imports from Cuba 
increased about 129 percent. 

In the 23 years from 1934 to 1957, the value of United States exports to Cuba 
multiplied more than 138 times, and the value of imports from Cuba about 6 
times. In 1957, United States exports to Cuba were valued at approximately 
$618 million and imports from Cuba at $478 million. The value of United 
States exports to Cuba exceeded that of imports from Cuba by $28 million in 
1954, $29 million in 1955, $55 million in 1956, and $140 million in 1957. 

These important increases in trade occurred in spite of the fact that during 
most of the 23-year period United States imports of sugar from Cuba were 
restricted by quotas established by legislation dating from 1934. Trade with 
Cuba increased most rapidly from 1942 through 1947, when sugar quotas were 
suspended. 

During this war period, United States consumers suffered from a shortage 
of sugar. In an effort to alleviate this shortage, the United States Govern- 
ment urgently requested increased production from growers in all areas supply- 
ing this market. Producers in Cuba were the only ones t) respond with a 
substantial increase, The large 1947 crop in Cuba was the major factor enabling 
the United States to end sugar rationing that year. The bulk of this crop was 
sold by Cuba to the United States at a price substantially below prices quoted 
for sugar sold to buyers from other countries. 

Also, the larger sales of Cuban sugar in the United States from 1942 through 
1947 increased Cuba’s ability to buy from this country, and United States 
exports to Cuba increased substantially. 

The volume of trade between the two countries has remained at a high level 
since quotas on sugar were reestablished in 1948. The value of United States 
trade with Cuba, by years, from 1931 through 1957, was as follows: 
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INCREASED EXPORTS TO CUBA BENEFIT EVERY SECTION OF THE UNITED STATES 


United States exports to Cuba cover a wide range of farm and factory products, 
one or more of which is produced in every section of this country. Products pur- 
chased by Cubans in large volume, and the increase in these purchases between 
1934 and 1957 include: 


Number of times United States exports to Cuba multiplied, 1934 to 1956 
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SA NOG TU cencpematicennesinnctiegipdenapenmneinan 19 
en SI OEIC | OR  neeatsisenecienisteeneremaninnsien nuieian 19 
i censeee eeenianteibinenmemiaunainenteint 16 
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In 1957, Cubans purchased about $40 million worth of United States rice, which 
amounted to approximately 15 percent of this country’s production and 26 per- 
cent of its total rice exports. More than half of the rice produced in the United 
States in 1957 was exported. 

The Cuban market for rice is, therefore, of great importance to farmers in 
Louisiana, Texas, Arkansas, Mississippi, and California, where nearly all United 
States rice is grown. The farm value of rice in Louisiana exceeds that of sugar- 
cane. 

United States exports of machinery and vehicles to Cuba were valued at $190 
million in 1957. Automobiles, trucks, and tractors were among the items in this 
group which the Cubans purchased in large quantities. 

The sale of synthetic textile products to Cuba has also become of increasing 
importance to producers in this country. Cuban purchases of $14 million worth 
of these products in 1957 were larger than those of any other country, except 
Canada. In addition, Cubans purchased $30 million worth of United States 
cotton and cotton textiles in 1957. 


CUBAN SUGAR ESSENTIAL TO UNITED STATES CONSUMERS 


The value of United States imports from Cuba increased from about $7! 
million in 1934 to $478 million in 1957. Sugar has accounted for the largest 
share of this increase, rising in value from $55 million in 1934 to $336 million in 
1957. The quantity of sugar received from Cuba was 68 percent larger in 1957 
than in 1984. Even so, the quantity imported from Cuba in 1957 was about one- 
half million tons smaller than the average annual receipts of sugar from Cuba 
during the 1920's, prior to imposition of the high rate of duty established by the 
Tariff Act of 1930. Imports were greatly reduced under the Tariff Act of 1930 
and under the sugar quota system established in 1934 have not regained the 
volume of the 1920’s in spite of greatly increased sugar consumption in the United 
States in the last 25 years. 

The increase in the price of sugar to United States consumers from 1934 to 
1956 was substartially less than the average increase in prices of all foods in 
the United States. The increased quantity of sugar imported into the United 
States, although limited by quotas except during World War II, has been of great 
value to consumers here, assuring them of an adequate supply at reasonable 
prices. During World War II, and for a year or more following the outbreak of 
war in Korea, it was indispensable, and saved this country from real sugar 
famines. 


CONCESSIONS MADE BY BOTH NATIONS IN THE INTEREST OF INCREASED TRADE 


Many important concessions by Cuba to the United States, as well as by the 
United States to Cuba, are included in the General Agreement on Tariffs and 
Trade, of which the United States-Cuban agreement is a part. The concessions 
which Cuba made in this agreement covered commodities which accounted for 
about 95 percent of the total value of Cuba’s imports from the United States in 
1939. The major item on which the United States has granted a concession to 
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Cuba is sugar, which accounts for approximately three-fourths of all United 
States imports from Cuba. The effect of the reduction in the tariff on sugar from 
Cuba has been limited by the imposition of quantitative quotas. However, the 
lower tariff has increased the returns to Cubans from the sale of the limited 
quantity of sugar they have been permitted to send here and this in turn has 
increased Cuban purchasing power for United States products. 

Cuba is currently engaged in revising its tariff laws and will shortly be ne- 
gotiating with the the United States concerning proposed changes applicable 
to United States products. It is important that the United States remain in 
a position to negotiate effectively, as provided for in the Reciprocal Trade Agree- 
ments Act, so as to facilitate further increases in trade between the two 
countries. 

A further expansion of trade between the United States and Cuba would pro- 
vide an outlet for increased quantities of the many farm and factory products 
sold to Cuba, and further safeguard future supplies of sugar for United States 
consumers. Larger sales to Cuba would benefit agriculture, industry, and labor 
in all sections of the United States. 


CONCLUSIONS 


1. The trade agreement with Cuba is a good example of the value of the 
Reciprocal Trade Agreements Act. This has been amply demonstrated by the 
increase in the volume of trade between the two countries since 1934. 

2. The agreement with Cuba is also a good example of increased trade result- 
ing from concessions made by both nations. The agreement has not been a 
one-way street. 

3. Increased exports to Cuba, and to other nations, since 1934 have benefited 
the producers of one or more products in every section of the United States. 

4. Further increases in trade with Cuba, and with other countries, would be 
of obvious and lasting benefit to the United States by increasing both the supply 
of needed imports, and the ability of people in other countries to purchase our 
exports, thus helping to improve standards of living and combat communism 
throughout the free world. 

In view of these facts, the council strongly urges the extension, with the ex- 
ception of section 3 (a) (1), of the Reciprocal Trade Agreements Act, as recom- 
mended by the President and provided in H. R. 12591. 

Respectfully submitted. 

UNITED STATES CUBAN SUGAR COUNCIL, 
By LAuRENCE A. CrosBy, Chairman. 


Members of the council: Central Altagracia Sugar Co., Cuban Atlantic Sugar 
Co., Manati Sugar Co., Miranda Sugar Co., Punta Alegre Sugar Corp., the Ameri- 
can Sugar Refining Co., the Cuban-American Sugar Co., the Francisco Sugar Co., 
the New Tuinucu Sugar Co., United Fruit Co., Vertientes-Camaguey Sugar Co. 


AMERICAN WAtTCcH ASSOCIATION, INC., 
Washington, D.C., July 2, 1958. 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: In connection with the hearings being held by the Senate 
Finance Committee on H. R. 12591, I should like to file this statement for the 
record on behalf of the American Watch Association, Inc. Our association is 
composed of more than 50 leading American importers and assemblers of watches 
and watch movements. 

The American Watch Association is, indeed, pleased to lend its support to 
those who are fighting for legislation which will pave the way for an expansion 
of trade between the United States and other nations of the free world. In our 
opinion, a revitalized trade-agreements program—a program which places 
emphasis on the encouragement of international trade rather than the protection 
of domestic industries from foreign competition—is an absolute necessity if 
America is to face up to its obligations of world leadership. 

While the watch industry is relatively small, compared with many of America’s 
basic industries, we feel that we can speak with a certain degree of authority on 
the subject of international trade. In fact, the watch industry represents a 
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unique case history of varying experiences under the reciprocal trade-agreements 
program. 

Our industry was one of the first to receive lower duties when the United States- 
Swiss trade agreement was signed in 1936; it was also one of the first to have 
higher tariffs reinstated under an escape-clause proceeding in 1954. Further, 
the domestic watch-manufacturing industry was the first to be singled out by the 
Office of Defense Mobilization as allegedly essential to national defense; it was 
also the first to have such a stamp of essentiality removed when ODM reviewed 
its earlier ruling and reversed itself in February of this year. And, finally, as an 
indication of our rather complete history in these matters, the importing segment 
of our industry has been subjected to some rather unique types of administrative 
rulings which have threatened to pervert the tariff statutes into instruments of 
protection far beyond the obvious intent of the Congress. 

So we feel that we possess a background of both varied an significant experi- 
ences under the trade-agreements program, and that the results of our experiences 
may prove of genuine value to the Congress in helping to determine the future 
course of America’s foreign econemic policy. 

We want to make it clear, however, that our purpose in reviewing some of the 
recent history of our industry is not to seek special benefits for watch-importing 
firms or to continue the longstanding disputes over watch tariffs and customs 
regulations. Our fervent hope, in fact, is that such disputes within our industry 
are at an end, Rather, we would like to review some of the recent experiences 
of our industry because we believe they provide a practical guide to the Congress 
concerning the type of foreign-trade legislation required at the present time. 

We think it is fair to say thet the watch industry represents an outstanding 
illustration of the mutual benefits that accrue to the people of the United States 
and to those overseas when barriers to international commerce are lowered—and, 
also, of the hardships that ensue when tariffs are raised. 

Since the signing of the United States-Swiss trade agreement in 1936, there has 
been a steady increase in the flow of two-way trade between these countries. 
The United States has been the prime beneficiary of this stimulated commerce, 
since an unfavorable balance of trade during the thirties has been converted into 
a sizable surplus of United States exports over imports. 

During the postwar period, the cumulative total of goods exchanged between 
the United States and Switzerland has been in excess of $3 billion, with a trade 
balance in favor of the United States of more than $360 million. And it must 
be remembered that Switzerland has paid for these goods in hard cash, without 
the aid of any grants or loan by our Government. Indeed, Switzerland has 
become America’s best cash cutomer in Europe, and the commerce between the 
two countries is a prime example of true trade reciprocity. 

A survey was recently published under the auspices of the American Society 
for Friendship with Switzerland, entitled “All 48 States Participated in the 
Record United States Sales to Switzerland in 1956.” We should like to submit 
for the record the results of this survey at this point (printed in the hearings by 
the House Ways and Means Committee, pp. 1906-12) because they dramatically 
demonstrate how the sale of Swiss watches, watch movements and other prod- 
ucts in this country has made possible tremendous United States exports of 
machinery, transportation equipment, chemicals, oil and coal, agricultural com- 
modities, and a host of other items from every State in the Nation. 

From the standpoint of the watch industry and its customers, the United 
States-Swiss trade agreement also brought enormous benefits. It resulted in 
the introduction into the United States market of a wide variety of products and 
styles, pioneered by the Swiss, such as self-winding movements, alarm watches, 
calendar watches, chronographs, etc. And it also resulted in a greater degree 
of competition for watches of all types and qualities, to the enormous benefit of 
the American consumer. As a result, demand for watches and clocks has 
increased greatly through the years. 

The sale of jeweled-lever watches in this country, for example, increased by 
nearly 700 percent during the 20-year period following the signing of the trade 
agreement with Switzerland. A large proportion of this increase was absorbed 
by imported movements, particularly those movements which contained special 
features not produced in this country; but the domestic jeweled watch manufac- 
turers also shared in the increase. Their production in 1956, for example, was 
more than 2% times as large as the annual output during the 5-year period pre- 
o— trade agreement and 23 percent above the average of the years 
1936—40. 
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This expansion in the market for jeweled-lever watches has been abruptly 
halted by the President’s action in 1954, raising duties by 50 percent, and by 
other administrative moves aimed at increasing the barriers to watch imports. 
In this regard, it is highly significant that in the 2 calendar years following the 
tariff increase (1955-56) the sales of jeweled-lever watches containing imported 
movements dropped by 29 percent compared with the 2 years preceding the 
President’s action (1952-53). Interestingly, the sale of domestically manu- 
factured jeweled-lever watches also dropped following the tariff increase by 16 
percent during this same period. To us, this indicates clearly that efforts to 
help a domestic industry by methods which are intended merely to injure its 
import competition cannot be effective, Far from stimulating the domestic firms, 
it will encourage them to sit back and rely on the Government to bail them out of 
their difficulties. 

It goes without saying, of course, that we believe quite firmly that the ad- 
ministration has made a serious mistake in judgment in trying to curtail watch 
imports and that these errors should be promptly corrected—particularly in 
view of the recent ODM acknowledgment that the domestic watch manufacturers 
are not essential to the national security. 

We have related the experiences of the watch industry, however, not for the 
purpose of continuing our public dispute with the domestic watch manufacturers, 
but to illustrate some basic convictions which we possess concerning the Trade 
Agreements Act and the administration’s proposals for its extension. We feel 
quite strongly that the trade-agreements program is in serious danger of being 
converted from a method by which tariff barriers are to be lowered into a device 
for protecting American industry from all successful import competition. 

In our opinion, although the House-approved bill has some excellent features, 
such as its 5-year extension of the program and its permissive tariff-reduction 
provisions, it also contains new amendments to the act which could prove to be 
major steps in the direction of perverting the true purposes of reciprocal trade. 
Of course, these current amendments cannot be viewed in isolation from recent 
history but must be considered in the light of other weakening amendments 
which have been introduced during the past 10 years, as well as administrative 
actions which have been taken during this period. 

To illustrate why we are deeply concerned over the possibility that new pro- 
tectionist devices will be added to those already in effect, we should like to re- 
view the two experiences of the watch importer-assembler industry, in 1952 and 
1954, under the escape clause. In 1952, the Tariff Commission first recom- 
mended such relief for the domestic watch manufacturers. This was the third 
case in which the Commission had ever recommended escape-clause relief for 
any domestic industry, and it was the first major instance. President Truman 
rejected that recommendation. In 1954 relief was again recommended by the 
Commission, and this time President Eisenhower invoked the escape clause, 
proclaiming an increase of duties on imported watches of 50 percent. 

Our comments about the escape clause are addressed not to the question of 
whether there should be an escape clause in our trade legislation but rather to 
the question of what are appropriate criteria for deciding escape clause cases. 

The escape clause as first introduced in 1947 by Executive order and the 
legislative escape clause contained in the Trade Agreements Extension Act of 
1951 both set down certain criteria. They called for evidence: (1) that there 
has been an increase in imports; (2) that the increase in imports bears some 
causal connection to the tariff concession granted on the imported product; (3) 
that the increase in imports bears a causal connection to the serious injury 
which the domestic industry is experiencing or with which it is threatened; and 
(4) that the domestic industry is producing a product which is like or directly 
competitive with the imports that have increased. 

Based on our experiences, we are convinced that the Tariff Commission has 
not devoted sufficient attention in its escape clause considerations to several of 
these criteria, including, for example, the second mentioned above; i. e., whether 
there is, in fact, a casual connection between the granting of a tariff concession 
and subsequent increases in imports. Clearly, it is not enough to show that im- 
ports have increased, even relative to domestic production, after the granting of 
a tariff concession in a trade agreement. 

We believe, for example, that the increase in imports of watch movements 
since 1936 must, in substantial degree, be ascribed to factors other than the re- 
duction in duties provided in the United States-Swiss Trade Agreement. The 
rise in consumer demand for watches containing imported movements has been 
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caused essentially by the fact that (a) considerable numbers of new models 
and styles of watches have been developed by the Swiss and are produced only 
by them; (0) Swiss manufacturers and American importer-assemblers have been 
more sensitive to design and styling trends preferred by United States customers: 
and (c) American importer-assemblers have engaged in sales promotion work 
of an outstanding nature. 

The net effect of all this effort, as well as the population growth and the un- 
precedented prosperity following World War II, has been the enlargement of 
the entire watch market in the United States. As previously mentioned, the 
domestic manufacturers have benefited by this enlargement of the market, even 
though it is apparent that their participation has been smaller than would have 
been the case if they had keyed their production and merchandising techniques 
to the recognized preferences of their customers, and if they had offered styles 
and models comparable to those placed on the market by their Swiss competitors. 
Because the Tariff Commission failed to recognize that it was these factors, 
rather than the 1936 tariff reduction, which created an increase in watch imports, 
the Commission also misjudged the effect of an escape-clause action rescinding 
the concession. 

The Tariff Commission has also been unable to deal successfully with the 
problem of determining what constitutes serious injury, which is a key phase 
of the third criterion listed above. In the first watch escape-clause case, three 
of the Commissioners evolved the “share of the market”’’ doctrine as the test 
of serious injury. This was a unque departure, and it was rejected by President 
Truman. The following quotation from the President’s statement is appropriate: 

“Because of the dangerous precedent which would be involved in accepting this 
share doctrine as the determinant of serious injury, I should like to emphasize 
its far-reaching implications. Serious injury, by any definition, means a loss 
to someone. Declining production, lower employment, lower wages, lower rates 
or losses of capital investment—any of these things might indicate some degree 
of injury. But the share doctrine goes much further. In fact, it finds that 
serious injury exists when the domestic industry fails to gain something it 
never had, even though the industry may be prospering by all the customary 
standards of levels of production, profits, wages, and employment.” 

In its 1954 decision the Commission introduced still another basis for deter- 
mining serious injury, namely, a segmentation of the watch industry which re- 
sulted in separating out for consideration only the watch-manufacturing activi- 
ties of the domestic industry. The total performance of the industry was not 
taken into consideration. Had the Commission concerned itself with the condi- 
tion of the industry as a whole, the judgment of serious injury could not have 
been supported since, in 1953, the domestic watch manufacturers enjoyed a peak 
level of sales and earnings. 

In its 1954 findings, the Tariff Commission also failed to establish whether, 
in fact, a causal connection actually existed between increased imports and the 
injury that was judged to exist. Increasing imports were assumed, ipso facto, 
to be a prime cause of injury despite the fact that other developments were taking 
place in the domestic industry which were far more significant than the rise in 
imports. One can, for example, point to such developments as the domestic manu- 
facturers’ diversification programs, which required a concentration of their 
financial and managerial resources in nonwatch fields and thereby tended to in- 
crease their technological lag in horological design and production; their efforts 
to engage in defense production, again to the neglect of their watchmaking op- 
erations ; and the increase in imports of watch movements by the domestic manu- 
facturers. 

Thus, our industry’s experience with the administration of the escape clause 
reflects important changes in escape-clause criteria incident to its administration 
over the years. Two of the changes, discussed above, are of particular importance 
because the 1955 amendment to the escape clause has given them legislative 
recognition. The first is that of segmenting an industry for purposes of deter- 
mining injury, and the second is the diminution in the causal role that increased 
imports must play in respect to the injury that has been judged to exist. 

The concept of segmentation is a particularly serious innovation since it mul- 
tiplies the number of potential escape clause actions which are brought before the 
Tariff Commission and thus paves the way for a broad undermining of the ob- 
jectives of the reciprocal trade program. In today’s dynamic industrial economy, 
there is a growing trend toward diversification of companies into many fields. 
By adopting the segmentation concept, the Government has, in effect, agreed to 
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consider use of the escape clause device as a method of assuring every company 
that each field in which it is operating shall either be profitable or shall be 
protected against foreign competition. 

When the law not only segments an industry for escape clause purposes but 


also permits loose criteria with respect to the role of imports as a cause of injury, 
there is a continual threat of higher tariffs. Under these conditions, the very 


pressure of import competition in an unprofitable segment of a company’s opera- 
tions may be considered sufficient ground for withdrawing or modifying a tariff 
concession, no matter how slight an adjustment in its operations would be re- 
quired for the domestic firm to meet the problem. 

In his report to the House on the work of the conference committee on the 
Trade Agreements Extension Act of 1955, the late Congressman Jere Cooper 
offered some very pertinent observations on the implications of the amend- 
ments to the escape clause that were adopted. One observation, quoted below, 
has been especially emphasized by the experience of the watch importer- 
assembler industry : 

“Obviously, it would not serve the interests of an industry petitioning for 
relief if a tariff concession was modified as a result of an escape-clause pro- 
cedure when imports were of minor significance in causing the injury that they 
were complaining about, and when any change in the volume of imports would be 
of little remedial significance to the economic situation obtaining in the in- 
dustry. For example, if it should be found that increased imports account for 
only 5 percent of the injury to an industry and other factors—such as a change 
in fashion or consumer preference—account for 95 percent of the injury, then 
escape-clause action could solve only 5 percent of the problem, and even that 
remedy would probably be at best short lived.” 

These observations and comments about the escape clause suggest the need for 
a careful redefinition of its present criteria in the light of economic realities 
as well as the basic purposes and objectives of the Trade Agreements Act as 
stated in the law. It is important that these criteria be made explicit as part 
of the legislation. Our recommendations are the following: 

(1) The escape clause should not be an easy vehicle for withdrawing or modify- 
ing tariff concessions made in trade agreements, but should merely perform 
the function, where there are no promising alternatives, of providing a cushion 
for sudden changes in imports which create serious economic dislocation for an 
American industry. Provision should be made that, once a concession is modi- 
fied or withdrawn, the higher duty should apply for a fixed period of time. 
After that period of time elapses, the higher duty will no longer remain in force 
except as a result of a new reappraisal by the Tariff Commission of the facts of 
the case. 

(2) The definition of the terms “serious injury” and “industry” should be 
clarified, and the concept of segmentation for purposes of determining injury 
should be rejected. 

(3) The casual sequence between tariff concession, increased imports, and 
injury to the American industry should be made clear and explicit. Congress 
should require the Tariff Commission to determine that (q@) the injury or 
threat of injury which is judged to exist actually stems from increased imports, 
rather than other causes; and (0b) the increase in imports is attributable to a 
tariff concession rather than other factors. 

(4) Provision should be made that whenever the Tariff Commission recom- 
mends a withdrawal or modification of a concession, it must explain the basis 
of its judgment as to whether such action would, in fact, serve to relieve the 
serious injury which either threatens or is actually being experienced by the 
domestic industry. 

(5) The ultimate responsibility for final judgment with respect to the invo- 
cation of the escape clause must continue to lie with the President. It is impor- 
tant that the Congress appreciate the need for the continued exercise of 
discretion by the President. 

These suggestions are particularly important in light of the new provisions 
in the House-approved bill, particularly the amendment which would permit 
tariff increases in escape-clause proceedings to be based on 1934, rather than 
1945, rates. Appendix A, attached, presents a schedule showing what could 
happen to watch duties under such an amendment. It will be seen that duty 
increases on various watch items could range from 50 to 300 percent over the 
present rates which, of course, were increased by approximately 50 percent 
only 4 years ago. To cite a typical example, a man’s 17-jewel, self-winding 
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movement now dutiable at $3.45 could be dutiable at a rate as high as $6.07% 
under the administration’s suggested revision. Before the President raised watch 
duties in 1954, such a movement could have entered the country for $2.30. 

Obviously, most other industries, which have not been subjected to a recent 
boost in duties, could be affected even more drastically by this proposal. 

It is clear, in fact, that the new amendment would permit the imposition 
of prohibitive duties on virtually any products which are successfully imported 
into the United States. How could any overseas industry be expected to spend 
the sizable time and money necessary to build markets in this country when 
it knew that it would be stymied if its efforts happened to be successful. Surely, 
such a provision would be directly contrary to our basic policy of stimulating 
trade. We urge the Congress to reject this unwise amendment. 

We should now like to discuss briefly the so-called defense essentially features 
of the trade-agreements program. Here again, we believe that our experiences 
are highly pertinent to the consideration of the Congress because few, if any, 
other industries have been in the vortex of defense essentiality disputes for 
such a long time and with such a variety of results. 

Our industry has been subjected to two investigations by the Office of De- 
fense Mobilization with regard to the alleged essentiality of the domestic watch 
manufacturers to the national security. The first inquiry, in 1954, resulted 
in a finding that the domestic jeweled watch manufacturers were vital to defense 
and that steps should be taken by the Government to maintain annual watch 
production at a high minimum level. This finding was unquestionably instru- 
mental in persuading President Eisenhower to raise duties on imported watch 
movements in July 1954, and also led to a series of other administrative harass- 
ments of watch importers by the executive branch. 

A second and far more comprehensive examination of this problem, which was 
concluded by ODM in February of this year, reached diametrically opposite 
conclusions. AS a result, it has now been firmly and officially recognized by the 
Government that watch imports do not threaten to impair the national security. 

It is interesting to contemplate how the same Government agency could have 
reached such contradictory conclusions within such a short period of time. The 
answer, we believe, can be found in the fact that, in 1954, there was a complete 
lack of criteria, accepted by various responsible executive departments and 
agencies, for judging whether or not an industry is essential to national defense. 
Furthermore, this important gap was not corrected the following year when 
Congress incorporated the defense essentiality concept into the trade agreements 
statute, but failed to establish clear and logical standards on which to judge 
such issues. 

The dangers inherent in this lack of consistent criteria was emphasized in a 
report published in July 1956 by the Foreign Economic Policy Subcommittee of 
the Joint Economic Committee. This group had conducted a comprehensive 
study of the problems posed by appeals for protection from import competition 
based on grounds of national security, using the 1954 ODM action involving the 
watch industry as a case study. The subcommittee report commented as follows 
on the need for consistent standards for judging defense essentiality appeals : 

“Certainly policies related to national security, mobilization, and defense 
essentiality must be coordinated at the very highest levels of Government. Every 
department must be working from the same premises if the actions of all are to 
fit into a meaningful pattern. It seems very clear that there have been obvious 
conflicts in previous consideration of the problems of foreign economic policy 
and of national security. * * * In the watch industry which we have taken as 
a case study, it is clear that a narrow view of the mobilization base and the broad 
objectives of foreign economic policy have clashed * * *.” 

“The 1954 decisions on watches * * * were not accompanied by completely 
developed analysis of defense essentiality. The industry appears to have been 
studied in isolation from other industries and any set of recognizable criteria.” 

The subcommittee also discussed at considerable length the type of standards 
which should be adopted to make certain that there is no conflict between 
America’s foreign economic policy and its preparedness program. On this sub- 
ject, the report offered the following comments and specific criteria which it felt 
should be utilized in defense essentiality studies : 

“This subcommittee is convinced that a meaningful pattern very definitely 
must extend beyond any narrow continental defense concept of the industrial 
mobilization base. * * * Preserving national security in this kind of world 
requires the very broadest consideration of all aspects of particular policies. In 
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effect, as particular industries ask for special treatment in the name of national 
defense, we must ask ourselves these questions : 

“(a) How unique and essential is this industry to our military strength and 
are their skills in short supply? 

“(b) Will trade restrictions actually help the industry to keep its skills and 
does its civilian production aid our defense, or is it seeking a rationale for its 
owb commercial advantage? 

“(c) What repercussions will such restrictions have in other industries; will 
fresh burdens be thrown on them? 

“(d@) What alternative approaches to preserving the capacity of a critical 
industry have been sought and weighed? 

“(e) Finally, and not least, what will be the repercussions generally on our 
allies and on other friendly countries whose prosperity is also important to our 
national security ?” 

The American Watch Association is in full accord with the report of the Sub- 
committee on Foreign Economic Policy regarding the type of criteria which 
should be utilized in studying defense essentiality appeals. We are convinced, 
as was the subcommittee, that extreme care must be taken to make certain that 
undue concentration on the requirements of the industrial mobilization base 
does not lead to a “fortress America” mentality, thus minimizing or ignoring 
the vital interrelationship of our national security with the economic and mil- 
itary strength of other free nations. 

With this in mind, we should like to express a note of caution regarding the 
defense essentiality standards which were incorporated into the House-approved 
bill. These criteria, it seems to us, are designed essentially to meet a World War 
I or II type of situation, where there would be adequate time to convert from 
peacetime to military production. The type of criteria required in the act, we 
believe, are the kind which would help to identify America’s true national secu- 
rity in terms of strengthening the ability of the United States and its allies to 
meet the sudden, devastating attacks which would probably occur in event of 
hostilities in the jet and missile age of today and tomorrow. 

In brief, while we believe it is most sound for Congress to write standards into 
the statute, we feel strongly that the criteria should follow the lines indicated by 
the Joint Subcommittee on Foreign Economic Policy, rather than the standards 
established in the House bill. 

Even in the case of those industries which are properly identified as truly vital 
to national security, it is the conviction of the American Watch Association that 
they cannot and should not be maintained through Government efforts to curtail 
import competition. In light of our own experience, we believe it is a miscon- 
ception to think that the national security can be strengthened through efforts 
to adjust the level of imports as is contemplated in the present bill. 

We are convinced that restrictions on imports are an ineffective method of 
attempting to revitalize and strengthen domestic industries and that trade 
barriers inevitably weaken the economic fiber and morale of our friends overseas. 
In short, we are convinced that resort to higher tariffs, quotas, and other re- 
strictive devices will actually weaken our total national security and that the 
basic purposes of section 7 can best be achieved through techniques which do 
not involve a reduction in international commerce. 

In our opinion, the responsibility of the United States toward its free-world 
allies, as well as in the uncommitted areas of the world, requires an extension 
of the Trade Agreements Act without tariff-boosting features which are in con- 
flict with the fundamental intent and spirit of the program. Should the Con- 
gress allow the law to lapse, or load it with protectionist features, it would be a 
signal to other nations that America is abandoning its promises and its stated 
objective of promoting international trade. Our prestige and our leadership 
among the free nations would suffer a calamitous blow. Clearly, America’s 
future security requires Congress to pass a law which will permit our country to 
work in closer harmony with other nations and which will continue to grant the 
President discretionary authority to administer the trade program as he deems 
best for all the American people. 

The United States must face up to its world responsibilities and must not 
yield to pressures for more and more protection from import competition. 
Indeed, it is imperative that we seek alternative methods of assisting domestic 
industries which are injured by import competition. In this connection, we have 
been pleased to note that serious congressional consideration is now being given 
to plans for direct assistance to the employees and manugements of such domestic 
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industries, to help them adjust their operations to the manufacture of new 
products. 

Such proposals would be far less expensive for American consumers and more 
effective for American workers and inventors than exorbitant tariffs, quotas, 
and other trade barriers. We are convinced, in brief, that they would serve 
the best interests of the United States economy and the national security, and 
would avoid the serious pitfalls that inevitably accompany efforts to curb im- 
port competition. 

The American Watch Association urges the Congress to extend the Trade 
Agreements Act for at least 5 years, eliminating those provisions which have 
been used to pervert its basic purposes and continuing the President’s discre- 
tionary authority to administer the program. 

Very truly yours, 
MICHAEL B. DEANE, 
Executive Vice President. 


APPENDIX A 
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Item 1930 rates 1936 trade | (since 1954) | under admin- 
agreement | istration bill 
| | 
Par. 367 (a): | 
Watch movements, time-keeping mecha- | | 
nisms, etc.: | 
More than 17 TI a ite snipe ie uptlotinn $10. 75 $10. 75 | $10.75 | $16. 1214 
7 ~ A oe 1 but not more than 17 | 
wels: | | 
if aver 1.5 inches wide pie wood: 1, 25 - 90 | 1.25 | 8744 
Over 1.2 but not over 1.5 inches... | 1. 40 | .90 | 1, 35 2.10 
Over 1 but not over 1.2 inches__--- 1.55 | 90 | 1.35 2.3214 
Over 0.9 but not over 1 inch a | 1.75 | 1, 20 | 1.75 | 2. 62144 
Over 0.8 but not over 0.9 inch... _- 2.00 | 1,35 | 2.00 | 3.00 
Over 0.6 but not over 0.8 inch___-_-- | 2. 25 | 1.35 | 2.02144 3. 3744 
0.6 inch or less wide_._...---..-.----| 2. 50 | 1.80 | 2. 50 3.75 
Having no jewels or only 1 jewel: | | 
If over 1.5 inches wide-- eH .75 | 75 | 75 | 1,124 
Over 1.2 but not over 1.5 inches_.- | 84 | 7 . 84 1, 26 
Over 1 but not over 1.2 inches_-____- .93 75 | .93 | 1.3914 
Over 0.9 but not over 1 inch__------ 1.05 | 75 1.05 1.57% 
Over 0.8 but not over 0.9 inch.._--- | 1, 20 | 75 | 1,12% 1, 80 
Over 0.6 but not over 0.8 inch_---- | 1.35 | 75 1.124% 2.024% 
0.6 or less........---.--.- 1. 50 | 90 | 1. 35 2. 25 
Additional duties (less than 17 jewels): | | : 
For each jewel in excess of 7- | 15 .09 | .13% . 2214 
For each adjustment. --_-- athal 1.00 . 50 | 50 1. 50 
Self-winding mechanisms, ete... -- -| 1.00 - 50 | 75 1. 50 





STATEMENT OF WILLIAM L. CLAYTON IN Support oF H. R. 12591, THE TRADE 
AGREEMENTS EXTENSION Act oF 1958 


Mr. Chairman and members of the Senate Finance Committee, my name is 
William L. Clayton. I ama retired businessman living in Houston, Tex. 

Beginning in 1940, I held various Government jobs, among them: Deputy 
Federal Loan Administrator, Assistant Secretary of Commerce, Surplus War 
Property Administrator, Assistant Secretary of State for Economic Affairs, and 
Under Secretary of State for Economie Affairs. 

In the Department of State, the administration of the reciprocal trade agree- 
ments program was under my direct supervision. 

There are many sound economic reasons why we should continue the recipro- 
cal trade agreements program in full force and effect. In the twenty-odd years 
of its operation, it has been an important factor in the growth of our inter- 
national trade which, in turn, has contributed much to the growth and pros- 
perity of our country. 

I am informed that this aspect of the matter will be adequately presented by 
others. 

What I wish to do in this statement is to ask the committee to consider 
something else that is involved here which, in the present world circumstances, 
I believe to be of the most vital concern to our country and to the entire free 
world. 
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As of today, we are losing the cold war. 

If anyone doubts this, let him look at a recent map of the world shaded to 
show the Communist areas and he will see the frightening inroads made by 
communism throughout the world in the 13 short years since the end of World 
War II. 

If still in doubt, let him take a realistic view of the situation in the Middle 
East, just now the powder keg of the world. 

The Russian objective in the cold war is the isolation of the United States. 
If they get control of the Middle East, they will substantially have achieved this 
objective. 

If in the end we lose the cold war, we will lose just about everything that we 
hold dear, except life itself, without a shot being fired. 

The West is losing the cold war principally because the free world lacks that 
degree of economic unity which through NATO it has achieved in the military 
field. 

When General Eisenhower addressed Congress on February 1, 1951, immedi- 
ately after his return from Europe, he spoke of the vast resources and great po- 
tentialities of the democracies and asked why we should be frightened of dic- 
tatorial government and then he gave this answer: 

“Only for the one reason—because they have a unity of purpose.’ And then 
he said: “What we have got to do is meet that unity with a higher type, the unity 
of free men that will not be defeated.” 

Looking back over the events of the intervening years since General Eisen- 
hower made this statement, one must doubt whether free men have yet achieved 
that higher type of unity of which he spoke. And still they must attain it or 
risk losing all. 

But there is still another reason why we are losing the cold war. 

The foreign policy of the West is mostly negative—it is against something. 
The Communist policy, on the other hand, is positive; they have a program to 
cure all the economic ills of all the people. It is largely, but not wholly, a false 
program. They roam around the world offering trade. We give away some 
millions here and some there. The Russians give little, but they trade. No 
self-respecting people want charity ; they want to earn their way. 

We have grossly underrated the Russians, particularly in the scientific and 
industrial fields. Let us not be guilty of underrating them in the international 
economic field—trade, capital, technology. 

The free world must shift from the negative to the positive if it is to win 
this struggle. As vicious and repugnant as communism is, permanent world 
peace will never be secured simply by fighting communism, even if the 
Communists lose. 

Communism is but an outward manifestation of the world revolution now 
in progress—a revolution of the “have nots,” not so much against the “haves” 
as against their own lot in life. There are just too many hundreds of millions 
of people in the world who go to bed hungry and cold every night to expect 
that victory in the fight to contain communism will bring peace to the world. 
Modern. technological progress has given these people a realization of their 
plight which they have never had before. 

Permanent world peace only can be build on a foundation of reasonable 
opportunity of economic progress for the peoples of the world. 

To create such a foundation is the job of the free world. 

Just as the United States took the lead in military unification of the democ- 
racies, she must take the lead in the economic field. 

To seize the initiative in the cold war and turn defeat into victory, we must 
first make ourselves worthy of the leadership of the free world. We will 
never do that so long as we continue to act in the short-term, special interest 
of our minority groups against the national interest and against the needs and 
interests of our allies and other nations of the free world. We must greatly 
strengthen the economic unity of the free world. To do this, we have got to 
stop the prostitution of our national policy to serve the special interests of 
minority groups. 

The reciprocal trade agreements program has come to be regarded over the 
world as a kind of symbol of our intention to do this. With the amendments 
added by opponents of the program, this expectation appears hardly justified. 
Nevertheless, it would be a shock to the non-Communist world and a delight 
to the Communist world if the Senate of the United States should weaken the 
program as it came from the House of Representatives. 
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If we are to win the cold war, there is so much to do and perhaps so little 
time in which to do it. 

Much capital, public and private, must be made available to the countries 
* need it for the development of their resources and raising their standard 
of living. 

Only in exceptional cases should there be gifts; but loans and investments 
can be amortized only through the receipt of goods in multilateral trade. If 
we are to seize the opportunities for peace and prosperity offered us by the 
modern world, we must contemplate a great increase in our imports, raising 
our standard of living, adding to the variety and richness of our lives, and 
increasing the efficiency of our production. Increased imports would mean 
decreased grants and smaller budgets. 

All of this means that tariffs and other barriers to the international move 
ment of goods must be lowered, not raised. Economic nationalism just won’t 
mix with political and military internationalism. If we try to make them mix, 
the present feeble unity of the free world will go to pieces, the cold war will 
be lost, and freedom, as we have known it, will disappear. 


STATEMENT OF KURT ORBAN Co,, INC., IN SUPPORT OF THE RECIPROCAL TRADE 
AGREEMENTS PROGRAM 


Kurr Orsan Co., INc., 
Jersey City, N..J., June 30, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C.: 

We import and export metals and metalworking machinery. Annuu! turnover 
is from $10 million to $20 million, or about one-tenth of 1 percent of total 
United States imports. 

Employees : 65. 

Thirty sales representatives make their living on our business in— 


Boston, Mass. New York, N. Y. Northford, Conn. 
Washington, D.C. Buffalo, N. Y. Detroit, Mich. 
Schenectady, N. Y. Cleveland, Ohio Indianapolis, Ind. 
Chicago, Ill. Rockford, Il. Salt Lake City, Utah 
Minneapolis, Minn. Denver, Colo. Miami, Fla. 
Phoenix, Ariz. Jacksonville, Fla. San Diego, Calif. 
New Orleans, La. Houston, Tex. Portland, Oreg. 

Los Angeles, Calif. San Francisco, Calif. 

Seattle, Wash. Philadelphia, Pa. 


This business also provides work for freight forwarders, customhouse brokers, 
truckers, stevedores, and people in banks, steamship lines, cable companies, insur- 
ance companies. 

We also manufacture concrete reinforcerment mesh at Ojus, Fla. Total payroll 
there is 10. 

Customs duty on our imports averages around 7 to 8 percent, which means 
that we pay about $1 million in duty to the Government each year. 

Our imports help the long-suffering taxpayer in three ways: First, by saving 
him money on his purchases; second, by paying to the Federal Government about 
$1 million a year which would otherwise have to be raised in taxes; third, by 
putting dollars into overseas countries, thus reducing the need for foreign aid. 

Indeed, our business, multiplied by 500, would eliminate the dollar gap, and 
would put United States commercial foreign relations back on a business-to- 
business basis, where they belong. 

We search out and introduce new products and processes, and try to fill 
supply gaps wherever they appear. 

In late 1949 and early 1950, the United States tobacco industry had a heavy 
surplus. West Germany had open capacity in nails, barbed wire, and other 
steel products, and they wanted the tobacco but had no dollars. We got 
together with a group of tobacco importers over there and tobacco exporters 
here and arranged to take steel products worth about $2 million in payment 
for the tobacco. This took a lot of sales effort, since we had to sell the steel 
in quantities of carloads and even truckloads all over the east and gulf coasts, 
but in the end everyone benefited. 
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When the Korean war resulted in a steel shortage here, Europe had extra 
steel mill capacity, but was short of coal. There was plenty of coal here, but 
no dollars in Europe to pay for it. We negotiated the necessary financing and 
arranged to have American coal move to Germany; in return we got wire 
rods, reinforcing bars, sheets and plates, oil country pipe and many other prod- 
ucts. Other firms soon started similar operations and coal miners were kept 
on the job, the German steel industry was humming and helped keep in busi- 
ness Many small users of steel products, building contractors lacking steel and 
other American manufacturing firms which might otherwise have had to shut 
down or curtail operations. 

Wire rod becomes short for the independent American wire drawers whenever 
business is good, since the integrated steelmakers don’t have enough rod capacity 
to supply both their own finishing departments and those of their nonintegrated 
customers if all are to operate at capacity. We fill in the independents with 
imported wire rods during such times of shortage and help them maintain 
their competitive position with low-priced, high-quality raw materials when 
competition is tough. 

In 1952 and 1953, when West Berlin badly needed business to keep its work- 
ers busy and rebuild its economy, we took almost 25 percent of Berlin’s exports 
to the United States, in the form of optical jig borers and other precision ma- 
chinery, for which we built a sales and service organization. While our share 
of Berlin’s overall exports has declined, we are still bringing over these optical 
jig borers, not made in the United States, but only in Germany and Switzer- 
land. A list of their users reads like a Who’s Who of American industry and 
many of them are used directly in important defense work. 

Generally, the machinery we import is of a kind not made in the United States 
at all, or it offers special advantages which are not commercially available 
here and could be reproduced only at prohibitive expense. 

Since 1949 we have been importing a dynamic balancing machine which, be- 
cause of its unique design, can be built more cheaply than intricate electronic 
devices developed by the domestic industry. Its ease of maintenance, low first 
cost, and great accuracy has resulted in faster and improved production of 
rapidly rotating parts for many industrial firms, has enabled smaller repair 
and maintenance firms for whom other equipment would be too expensive to 
do a fully scientific job, and is being used in many phases of the defense program, 
including atomic energy. 

In 1952, when the pressure was on to build some heavy extrusion and forging 
presses in a big hurry for the Air Force, and when all domestic builders were 
full up with more orders than they could handle, we found a company with 
many parts for a press which had been on order in Germany toward the end 
of the war but was never delivered. We arranged, over a period of many 
months of complicated negotiations, a contract whereby this German company 
completed and delivered this 13,000-ton extrusion press to one of the Air Force’s 
price contractors, on a fixed-price basis, thus not only furnishing the press 
when it was badly needed, but also saving the taxpayer at least $2 million, based 
on the final cost of similar projects handled on a cost-plus basis. 

Knowing of the 20-year headstart which the Germans had in spinning and 
flow-turning machines for the chipless forming of metal, we introduced these 
machines into the United States in 1952. Their special capabilities have given 
them an important place in many industrial and defense applications, particu- 
larly in the missile field where expensive metals and metals difficult to machine 
must be shaped quickly, accurately, and with a minimum loss of material. 

We also introduced exceedingly accurate gear testers for instrument gears, 
used in fire control, guidance, and computer systems. 

This and other equipment has greatly helped the United States missile and 
satellite program. 

It takes commercial organizations such as ours to keep up the flow of tech- 
nical information between American industry and the shops and laboratories 
abroad. Only a constant interplay of ideas and information will produce the 
best results for all. 

Forty highly skilled technical people within our organization, with a broad 
background in the various metal-working fields, help maintain this flow of 
information. 

It is interesting that Germany, to name just one country, has no customs 
duty at all on metal-working machinery and encourages the importation of 
anything that will make for better production. As a result, United States ex- 
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ports to Germany of machinery are 2% times as high as imports from Germany. 
Exports are made up primarily of high-speed production equipment—the great 
American specialty—whereas imports tend to be in the “fussy’ specialties. 

The customs duty we pay on machinery ranges from 18 to 25 per cent ad 
valorem. 

We have introduced to the United States new wire-drawing and wire-forming 
machines, not because they are cheap in price but because they offer develop- 
ments which are unavailable domestically. This makes for profits for American 
industry and better and cheaper products for the consumer. 

Our machine tool division has introduced induction hardening of large gears, 
special lathes, special spline millers, a new type of universal milling machine, 
unusually precise thread grinders, a new system of electropolishing, precision 
roll forming of turbine blades, and is constantly searching for other new and 
improved products and processes that can be introduced for the benefit of 
American industry and the defense program. 

It takes time and costs money to research such products and processes and 
to determine whether and how they fit into the American industrial picture, 
sales and service engineers must be trained, service and spare parts must be 
established. Many details must be adjusted to conform to American standards 
and shop practices. 

It usually takes 5 years between initial research on a new process or product 
and commercial-scale importation of the product or sale of a license for the 
process. Of course, many of these things never prove out commercially at all. 

Profits in this business are too thin to allow either substantially higher tariffs 
or shorter planning. While we pay about $1 million in customs duty a year, 
our business is like any other small United States business in that we can never 
be sure of ending the year in the black. Thus, planning for at least 5 years 
is a must for our kind of business. 

Contributing benefits to industry, defense, the consumer, and the United 
States Treasury, we contend that a short-term extension of reciprocal trade is 
not enough to justify the time and investment needed to develop particularly 
those things which will benefit the economy the most, and that we must be 
allowed to plan on a 5-year cycle. 

We hope that reciprocal trade will be extended by 5 years. 

Kurt OrBAN, President. 


CERRO DE PAsco Corp., 
New York, N. Y., June 30, 1958. 
Hon. Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


DeAR Mr. Byrp: I wish to record my views in support of the renewal of the 
Reciprocal Trade Agreements Act and particularly of the 5-year extension of 
the act provided in House bill 12591 currently under Senate consideration. 

The most important issue in the legislation now before you and your commit- 
tee is, I think, that of preserving and strengthening our position of free world 
economic and political leadership. The accomplishment of these objectives will 

- require judicious and concerted effort to separate selfish minority interests from 
what is best for the country as a whole. 

Throughout my businesslife I have been active in the mining industry, both 
here and abroad, and I believe that the hue and cry raised by certain domestic 
mining executives, in their efforts to put their own selfish interest above the 
national welfare, demonstrates acute shortsightedness. In the face of the 
plain fact that the United States no longer possesses enough mineral resources 
within its own borders to meet present requirements, not to mention the in- 
creased demands expected in the next few years, these special pleaders have 
pressed their demands for restrictions on imports of copper, lead, and zinc. 

Today’s business recession has increased this clamor for Government action 
to choke off foreign competition. The truth of the matter is, however, that 
unless the United States reasserts its free world leadership by facilitating, 
rather than restricting, international trade, the slump we now experience will 
be as nothing to what will follow when foreign countries, will, of necessity, 
have to decrease their purchases from us to minimal levels. 

Not only are we dependent upon foreign countries for raw materials, but 
United States exporters have a vital stake in the economic growth and expan- 
sion of such countries. For if a nation which depends for its well-being on 
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exports is denied access to our markets, it soon exhausts the dollar reserves it 
requires to purchase United States machinery and equipment. And since our 
exports of these manufactured goods provide in the aggregate over 4,500,000 
jobs in this country, it is obvious that reduced dollar income abroad jeopardizes 
a major segment of our economy at home. 

It is vitally important, therefore, that today’s appeals to increase trade bar- 
riers, to scuttle the reciprocal trade movement, to substitute expedience for 
principle in the conduct of our foreign economic relations, should be understood 
and recognized for what they are—the special pleading of yocal minorities. 

For these reasons, I strongly support a full-year extension of the Reciprocal 
Trade Agreements Act as embodied in House bill 12591, and will appreciate your 
courtesy in having these views recorded for consideration by the committee as 
a whole. 

Respectfully yours, 
Ropert P. Koenie. 





MILWAUKEE ASSOCIATION OF COMMERCE, 
Milwaukee, Wis., July 1, 1958. 
Senator Harry F. Byrp, 
Chairman of the Finance Committee, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR Byrd: The Milwaukee Association of Commerce respectfully 
requests permission to present this statement in support of the Reciprocal Trade 
Agreements Act. 

On March 6 the board of directors of this organization voted that strong 
representations be made to your committee favoring the legislation relating to 
the Trade Agreements Extension Act of 1958. This action by our board of 
directors resulted from a recommendation of our international trade committee, 
composed of specialists in all phases of overseas commerce. 

Notwithstanding a few isolated cases of hardship, we feel that on the whole, 
Milwaukee and Wisconsin commerce, industry and agriculture have materially 
benefited over the past 24 years under this act. We also feel that extension of 
the proposed act for 5 years to June 30, 1963, is essential and vital to the estab- 
lishment of a strong negotiating position with the 6 countries that formed the 
European Economic Commission (EEC) on January 1 of this year to develop a 
Common Market (CM) in 8 stages of about 4 years each. 

We are of the opinion that it is necessary for the United States to negotiate 
with substantial strength during the coming 4 years. A 5-year extension of 
the proposed act will materially contribute to this. 

It is for the reasons listed above that the board of directors of this association 
wholeheartedly supports H. R. 12591 without amendment, and urges that your 
committee take positive action favoring this bill. 

Sincerely, 
LESTER OLSEN. 


New York, N. Y., July 1, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


DeAR SENATOR Byrd: We desire to place ourselves on record with the Senate 
Finance Committee as being very strongly in favor of the Trade Agreements 
dxtension Act of 1958, H. R. 12591, as passed by the House, without any 
amendments whatsoever. 

This weekly magazine, established in 1919, has for almost 4 decades been rec- 
ognized as spokesman for United States exporters, including both independent 
export organizations and the export executives of manufacturing industry. The 
industries represented by our readership have been recognized, both by the lead- 
ers of organized labor and by the United States Department of Labor, as 
paying higher wages and providing bettter working conditions than is true of 
those minority industries which claim the need for protection against import 
competition. While we recognize that the marginal or fringe units in some 
industries do suffer from import competition, it is manifest that the allega- 
tions of such industries are grossly exaggerated and in any event, we believe 
that any curtailment of the growth of United States exports, which could not 
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fail to result from any further impediment to imports, would cause far more 
serious unemployment and more dislocation to the United State economy than 
has resulted or could conceivably result from import, competition, as regards the 
overall economy of the United States. 

We believe that those industries which have proven themselves able in foreign 
markets to sell their products, produced by the highest paid labor in the world, 
constitute the backbone of America’s industrial economy, and that such indus- 
tries are far more meritorious of governmental solicitude than are those other 
industries which, in most cases for a multiplicity of reasons based only in small 
part on import competition, have not proven the ability to make as productive 
use of the abilities of American workers. Since it is manifestly impossible 
through political action to give special privilege to one group without at least 
equally injuring some other group, we believe that the outcome of the indirect 
competition between different American business enterprises, which takes place 
through the transaction of two-way foreign trade, should be left to the normal 
functioning of economic forces and should not be distorted by governmental 
intervention through protective devices, except in cases where it is clearly de- 
monstrable that such action is absolutely essential to the welfare of our entire 
population. 

Respectively submitted. 

REDINGTON FIskE, Editor. 


LINEN TRADE ASSOCIATION, INC., 
New York, N.Y., July 1, 1958. 
Hon, Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D.C. 

DeAR SENATOR Byrp: Our association was organized in April 1891 and is the 
representative trade organization of United States importers of pure-linen fabrics, 
as well as household and decorative articles made of linen. 

We wish to go on record as strongly in favor of a 5-year extension of the Trade 
Agreements Act with new bargaining power. Specifically, we favor authorizing 
the President to reduce existing rates of duty by as much as 25 percent of such 
rates in appropriate cases. 

We wish to register our strong objection to any shorter extension of the act 
than the 5-year period proposed in the House-approved bill. 

We are vigorously opposed to the proposed amendment to the escape clause 
which would permit the President to proclaim increases in existing rates of duty 
up to rates that are 50 percent above the July 1, 1934, duty rates. On the type 
of fabrics and articles which the members of our association import this would 
mean the possibility of a 600-percent increase over present rates. In the escape- 
clause case involving certain linen toweling the duty rate was increased from 
10 percent ad valorem to 40 percent ad valorem. This merely had the effect of 
destroying the tariff advantages which the United Kingdom and Belgium had for 
years on this commodity over the Iron Curtain countries of Poland and Czecho- 
slovakia. 

The single domestic company that this increase was intended to favor manu- 
factures only very coarse linen towelings, which are not comparable to the fine 
goods produced in Belgium and Northern Ireland. The result, therefore, of the 
escape-clause increase in this case has merely been to expose this domestic manu- 
facturer to intensified competition from producers of coarse goods in Poland and 
Czechoslovakia. 

Will you please insert this letter in the record of the current hearings on 
H. R. 12591? 

Respectfully yours, 
STEWART C. CarskE, President. 


Cuuss & Son, 
New York, N. Y., July 1, 1958. 
Hon. Harry Fioop Byrp, 
Chairman, Committee on Finance, 
Senate Ofice Building, Washington, D. C. 

Deak SENATOR Bykgp: May I request that you include the following expression 
in the printed record of the hearings on H. R. 12591, Trade Agreements Extension 
Act of 1958: 
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I strongly urge the committee to recommend approval of this bill as passed 
by the House and without further amendment. I believe that a full 5-year 
extension is the minimum period necessary for adequate stability and continuity 
in our trade policy, and that the 25-percent reducing authority is equally a 
minimum if we are to make reasonable progress in the reduction not only of 
our own trade barriers but those of other countries in the free world. 

In recent months our exports have declined from the unprecedented peaks of 
the early months of 1957; part of this decline is probably quite normal but 
another element in the decline can easily be attributed to uncertainty on the part 
of the foreign buyer as to the future of our trade policy. To restore confidence 
abroad and thus to insure that our exports do not suffer the kind of decline 
which would seriously affect our already slipping economy, it is essential that 
this bill be passed in adequate form. 

The committee has been told many times of the importance of our trade policy 
to our foreign policy and to our security policy. There is no question in my 
mind that these statements are true and that any failure on our part to continue 
a liberal trade policy could well be disastrous for us all. 

Sincerely yours, 

J. Russert Parsons. 


SraTEMENT OF Ross ConneELLy, S. M. Wotrr Co., 60 Hupson STREet, 


New York, N. Y. 
S. M. Wotrr Co., 
New York, N. Y., July 1, 1958. 
Hon. Harry FLoop Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 

Srr: I wish to record my support for H. R. 12591, Trade Agreements Extension 
Act of 1958. I urge the Commission on Finance to recommend to the Senate its 
approval as passed by the House, and without further amendment. 

We are a relatively small exporting and importing firm. Obviously, we are in 
favor of legislation that promotes a liberal trade policy on the part of the United 
States, a policy designed to encourage expansion of our foreign trade. That, 
of course, would benefit our particular business—but it would also benefit the 
entire economy. International competition is one of the major forces which press 
upon our domestic costs and, thereby, enable us to provide quality goods at the 
lowest possible price. We believe that this is in the interest, not only of our 
Nation’s consumers, but in the interest of the entire Nation and contributes to the 
kind of expanding economy which we all seek and to the higher standards of 
living which we have come to expect. It is our feeling that this legislation is thus 
not particular legislation to benefit particular groups, such as importers, but 
rather legislation which is in the fundamental interest of the entire country. 

It is our belief, however, that the consumer’s interest has not been sufficiently 
stressed in this debate on trade policy. As importers, our major business concern 
is to supply goods which will attract and satisfy the American consumer. When 
imports are limited, or when tariffs are high, the price for imported goods to 
consumers must be high. This limits their choice in the market. It restricts, 
by artificial means, a wide range of choice at reasonable prices, which any free 
American consumer is entitled to. Our real standards of living depend, of 
course, upon the prices we pay for the goods we buy. If there is real competition 
between these goods, it is clear that prices will be lower and our standards of 
living will increase. This, in its simplest form,:is one of the major purposes of 
the reciprocal trade program. 

The committee has heard many times that a reduction in tariffs will endanger 
or injure American domestic industry. I think, there may be instances of this 
injury, in rare cases, but I would urge this committee to discount many of the 
complaints which it may hear. No businéssman likes competition, if he can avoid 
it, and too many domestic industries seize the opportunity presented by these 
periodical renewals of the Trade Agreements Act to voice their objections in very 
strong terms to such competition. It is curious, but true, that they feel perfectly 
justified in attempting to prevent competition from abroad, while at the same time, 
calmly accepting domestic competition as inevitable. Also, many of them have 
no qualms when accepting export subsidies from our Government, which of course, 
are mainly on United States farm products. So far as benefits to the economy 
are concerned, there is essentially no difference between foreign competition and 
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domestic competition. Every dollar the Nation spends for imports is reflected 
sooner or later in exports—exports which create jobs and income. 

The year 1958 is a critical year for the United States. The Duropean Economic 
Community just formed presents us with the challenge of whether we will 
maintain our close relation with that area of the world by the mutual reduction 
of trade barriers, or whether we will stand by and watch Europeans reduce and 
eliminate trade barriers among themselves alone. Western Europe is a $5-billion 
export market for the United States, and we stand in danger of losing a 
substantial part of that market unless we extend this Trade Agreements Act. 

The Soviet economic defense presents another challenge. The committee must 
decide whether the United States is prepared to cooperate closely with the 
underdeveloped nations of the world and exchange our goods on a freer basis, 
to our mutual benefit or whether we are prepared to leave the field to the 
Russians. 

I strongly urge the committee to approve H. R. 12591 intact. 

Sincerely yours, 
Ross CONNELLY. 


WINTON LUMBER Co., 
Minneapolis, Minn., July 1, 1958. 
Hon. Harry F. Bygp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 

Sir: I wish to record my strong support for H. R. 12591, the trade agree- 
ments extension bill of 1958, as passed by the House of Representatives and 
now before your committee. 

The provisions of the bill calling for a 5-year period of duration, 25 per- 
cent tariff-reducing authority, and retention of full discretion in the hands of 
the President on escape-clause cases, are absolute minima if the needs of the 
United States are to be fulfilled in the field of trade legislation. 

We are all aware of the time schedule for the Buropean Economic Com- 
munity; we know that an extension of less than 5 years would not permit us 
to complete our proposed tariff negotiations with that community. We know, 
too, that the Soviets have launched a massive economic offensive, having as 
its purpose the progressive subversion of a large part of the free world. 

While this trade agreements extension bill is in no respect a complete re- 
sponse to this offensive, it is an essential element in our economic defense: 
and certainly none of the alternative proposals involving shorter period of 
time or lesser authority can possibly make an adequate contribution to this 
historic challenge. What the Congress does this year with this trade agree- 
ments extension will either establish the basis for expanding United States 
and world trade, with all the economic benefits that would bring, or it will 
create a climate leading to progressive contraction of trade. We can have no 
doubt of the seriousness of the effect of that course of our economic growth, 
on our free-world leadership, and our common security. 

May I again urge the committee to approve H. R. 12591 without amend- 
ment. 

Sincerely, 
D. J. WINTON. 


STATEMENT OF THE NATIONAL BOARD OF THE YOUNG WOMEN’S CHRISTIAN ASSO- 
CIATION OF THE UNITED STATES OF AMERICA IN Support or H. R. 12591, THE 
TRADE AGREEMENTS EXTENSION Brix, Jury 1, 1958 


By Mrs. Paul M. Jones, Vice President, New York, N. Y. 


The national board of the Young Women’s Christian Association of the United 
States of America has supported the Reciprocal Trade Agreements Act since 
1934. We believe that the issue of freer trade has never been of more critical 
concern than it is today. 

Our trade policies have a direct and continuous bearing on our relations with 
other nations. As one of the more prosperous members of the free world 
but also as a nation dependent on others for strategic raw materials, we be- 
lieve that the United States should give leadership in liberalizing trade and 
placing it on a more secure and sound basis. 

It would be unthinkable to return to the state of chaotic conditions prior to 
1934 when nations resorted to high tariffs, quotas, and embargoes, which in 
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turn invited the reciprocal raising of trade barriers by other countries, so today 
it is urgent that we go beyond our policies of recent years during which we 
extended the Reciprocal Trade Agreements Act for merely 2 or 3 years. We 
cannot afford to risk leaving the initiative in this area to the Communists 
whose system of grants, gifts, loams, trade, aid, and barter are all bent to a 
single purpose—the reinforcement of Communist power. We must meet this 
threat in all aspects of our foreign policy, of which one of the most important 
is trade. 

The minimum requirement to bolster the economies of the Western and 
uncommitted nations and to meet the Communist challenge is an extension 
of the Trade Agreements Act for at least 5 years, and the retention of the 
power of the President to negotiate with foreign countries through his author- 
ity to reduce tariffs. We oppose further strengthening of the peril point and 
escape clause provisions, believing that as they stand they afford adequate 
protection to our domestic industries. 

We hope that your committee will report favorably on H. R. 12591, and that 
you will oppose any attempts at attaching crippling amendments. 


STATEMENT FOR PRESENTATION TO THE SENATE COMMITTEE ON FINANCE IN SUPPORT 
or H. R. 12591 sy P. G. WINNETT, CHAIRMAN OF THE Boarp, BULLOCK’s, INC. 


Gentlemen, deeply concerned with the importance of increased two-way trade 
to the growth of the American economy and with the need for American leader- 
ship in easing world tensions before it is too late, I should like to express my 
support for a 5-year extension of the Trade Agreements Act as proposed in 
H. R. 12591. 

Bullock’s together with other leading retail institutions in the United States 
have exerted much effort in encouraging the importation of salable articles 
manufactured abroad, having done so not only with the idea of stimulating 
domestic business but also with the aim of encouraging reciprocal trade. 

The premise on which we base our support for a meaningful extension of the 
Trade Agreements Act without any further weakening amendments is made up 
of many things, including the following : 

Reciprocal trade is not only good business for the American economy; it is 
also the keystone of a foreign policy designed to foster a world climate in which 
the American people can best fulfill their aspirations for ever-rising standards 
of living. 

Expanding two-way trade is one of the main bases upon which we and our 
friends abroad can prosper without artificial Government supports which offer 
no enduring remedy to economic problems. 

A liberal trade policy on the part of the United States, while the basis for 
the steps that must be taken to reduce the barriers to trade and to economic 
progress in general, is also a symbol of the role the United States wishes to 
play in the free world. It symbolizes our national outlook on the desirability of 
effective cooperation and enduring unity in the society of free nations. It is 
also a symbol of the dynamic free enterprise system which we like to hold high 
as an emblem of American economic strength. 

The United States has an important stake in it own rapid economic growth 
as well as in the rapid economie growth of the other nations with which it is 
associated in the preservation of world peace. Failure to reduce further the 
barriers that impede trade between our country and the rest of the free world 
will hurt American industry, agriculture, and labor by increasing the obstacles 
to expansion of our country’s export trade. An expanding economy needs ex- 
panding exports. The most important source of dollars for the rest of the 
world is sales to the American market. Our expanding economy needs and 
ean easily absorb a greater volume of imports, which is also essential if we are 
to realize in dollars the earnings from the investment of American capital in 
foreign countries. 

The European Common Market is only one example of the many new develop- 
ments now taking place in the world with which the United States must be in 
a position to deal, if our economic and political interests are to be preserved and 
enhanced. We need a foreign trade policy adequately tooled to enable us to 
take suitable action in the face of these new developments. H. R. 12591, while 
not in every detail as strong an extension as we would prefer, still in our 
judgment provides adequate machinery to permit the United States to move 
quickly and effectively in the field of foreign trade. 
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We understand that there is considerable doubt in the Senate about the de- 
sirability of a 5-year extension, in view of the fact that we have never in the 
past had an extension for longer than 3 years. We are convinced that a 5-year 
extension is the minimum if we expect to be effective in meeting the many con- 
tingencies to which I have referred, and these include also the Soviet trade 
offensive against the free world. But I wish to emphasize that a 5-year ex- 
tension is not a crash program designed to meet an emergency. There is an 
emergency, but a 5-year extension is undeniably within the capabilities of the 
American economy and necessary for the kind of stability American firms need 
in the Nation’s foreign trade policy if proper, business-like planning is to be 
achieved. In view of our own economic strength, and considering the record of 
24 years of trade agreements legislation and of the contribution it has made to 
our Nation’s prosperity and security, the United States is ready for a 5-year 
extension. Anything less would be a sign of weakness. 

We urge the Committee on Finance, and the Senate as a whole, to approve the 
bill as it passed the House of Representatives. To do so, would be more than 
an important step forward in fostering American prosperity. It would also 
constitute an important support for American prestige and leadership in a 
troubled world. 


STATEMENT PREPARED FOR THE SENATE FINANCE COMMITTEE RE TRADE AGREEMENT 
EXTENSION Brit, H. R. 12591, PREPARED BY CARTER C. HIGGINS, PRESIDENT, 
WORCESTER PRESSED STEEL CO., WORCESTER, MASS. 


The company of which I am president and general manager is a small com- 
pany, employing less than 250 employees at present. We are in the business 
of making stampings of all kinds of metals, and we also produce a line of 
small pressure cylinders and, through a subsidiary, Mutual Products Co., Inc., 
a line of paper punches. As a businessman, I support the reference bill, although 
I would like to see it stronger. 

Although my company is a small company, we are greatly affected by the 
volume of business done in this country. Many of our customers are beating 
companies in their fields, and when their products are exported our components 
go with them. 

We are very much interested in anything that affects the total unit volume 
of our customers and business in general. The more that is sold, whether it is 
sold in this country or across our borders, the better our business will tend 
to be. In this connection, I would make two points. The value of international 
trade is larger with lower trade barriers. The figures cited showing a com- 
paratively lower average rate of duty on our imports is not a measure of the 
small interference of present tariffs with international trade. It is merely 
indicative of the size of the hurdle that goods made abroad can jump. If 
three-quarters of our imports were duty free, and 25 percent could pass 100 
percent ad valorem barrier, the average duty would be 25 percent. This would 
not indicate that existing barriers were 25 percent barriers. Maybe an equiva- 
lent total amount of imports is being kept out by the 100 percent rate. 

People in other countries would like to buy the goods, into which our com- 
ponents go, if they had the dollars to buy them with, and I would prefer they 
get these dollars by free exchange rather than by our making gifts to them 
of which my company has to pay its share. They are hindered from getting 
these dollars by import regulations and tariffs, and if our great country is to 
be in a reasonable bargaining position, the administration should have power 
to reduce tariffs to maximalize international trade. 

The second point, I feel pertinent, is that international trade is a two-way 
street with benefits for both the importer and exporter. Therefore, additional 
imports are countered by additional exports. I am not as despondent as some 
about the inefficiency of American industry and its inability to meet foreign 
competition despite substantially lower wage rates in some countries. Wages 
do not necessarily determine costs. We could never afford to have Chinese 
eoolies receiving a few cents a day transporting our goods on their backs out 
of our plant. The trend of international trade, and the “dollar shortage” 
does not indicate inefficiency on our part. We are in a competitive business 
and are well aware how competition keeps us on our toes, how we have to 
shift to cost-saving methods, and how our customers show a benefit if they 
can buy good quality stampings from our competitors. These benefits would 
be taken away if our competitor’s products were taxed and ours were not. 
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We would be greatly handicapped in what we could buy if we could not select 
the most efficient supplier. 

The principal point I want to make at this time, however, is that if we 
could import another billion dollars, I am convinced that we will export a like 
amount, and a few dollars of this will show up in my company’s orders for 
stampings which become parts of typewriters, machine tools, ball bearings, or 
one of many other products produced by our customers. 

Now when we come to our costs, even a small company is affected by price 
levels of such imports as nickle, aluminum, various ores, heavy oil, and so forth. 
The cost of these items are already so high in relationship to what our customers 
and the American consuming public is willing to pay that we are most severely 
pinched. The same is true of each of our employees who are pinched by the 
present high-cost of living. There isn’t a doubt in the world that some of 
these items would trend lower if it were not for tariff barriers. I can’t see 
it any other way than that a vote against this extension, or for more limiting 
amendments, is a vote for higher cost of living, and a vote for higher cost for 
my company. How we can cover these costs may not be of direct interest to 
you good committee members, but is, I asshre you, a great source of worry to 
me and to my company. 

We, in small business, cannot retain Washington representatives to see that 
we can charge more for our metal stampings, or whatever we produce, because 
part of our competition is cut off. That you don’t hear from us is not an indi- 
cation that we do not bleed if tariffs raise the costs of what we have to buy, 
and what our employees have to buy. 

The political realities of today require considerable latitude be granted to 
whatever administration is in power to do the best they can to keep our costs 
down to maximalize the demand for our materials. This situation is constantly 
changing. The Communist countries are more and more tending to try to disrupt 
world markets. They throw their buying power into making purchases at high 
prices to try to raise the prices we Americans must pay. They try to dump 
materials like aluminum in sufficient quantity at costs below fair costs to upset 
established export relations. The only solution I can see to this is that we have 
a maximum of flexibility to do what must be done. I am not a free trader; I am 
opposed to dumping. I recognize the importance of customs and duties as income 
to the Government of the United States. I would hope that we would see a 
gradual reduction of tariffs which would allow time for other companies to ad- 
just to apparent situations. Because of rapid changes, we all are aware of, I 
think we must rely on administrative discretion as provided in this bill which 
would be enabled to plan its action across a period of years and develop peace- 
ful relationships with foreign countries at the same time as providing for 
maximum trade and reasonable cost levels. 

I believe the passage of this bill will increase the size of the market for 
American products. I believe its passage will serve as a check to inflation. I 
believe also in the provision for as much flexibility as possible, not to be exercised 
capriciously, upsetting the best laid plans, but in order to face political realities 
as the occasion demands. 

I urge the extension be for 5 years. A shorter period is inadequate for 
planning, because I expect the Russian economic competition will be more 
marked a year from now than it is today; and, the longer the period we have to 
meet it, the better. 


H. J. Hetnz Co., 
Pittsburgh, Pa., July 2, 1958. 
Hon. Harry FLoop Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D. C. 

My Dear SENATOR ByrD: May I express my strong support for the bill, H. R. 
12591, Trade Agreements Extension Act of 1958. I urge the committee to approve 
this bill as passed by the House of Representatives, without further amendment. 

A 5-year period of extension is the minimum necessary this year, if the 
reciprocal trade agreements program is to adequately serve our Nation. That his- 
toric development, the European Economic Community, has adopted a time 
schedule for the first phase of its internal tariff reductions and for establish- 
ing a common external tariff, of 4 to 5 years. As the United States State 
Department spokesmen have indicated, the necessary preliminary work and the 
actual negotiations to follow will require a full 5-year grant of authority to the 
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President. A 3-year extension would expire precisely in the middle of these 
projected negotiations, and whether they could continue would depend upon a 
further extension of the program by the Congress at that time. Clearly, this 
would create a wholly unsatisfactory bargaining position for the United States; 
and there is real doubt that we would even begin negotiations under those 
circumstances. 

Equally important with the 5-year extension is the 25 percent tariff reducing 
authority contained in H. R. 12591. The European community will reduce its 
internal tariffs 30 percent over this period of time, and if we are to enjoy 
approximate equality for our exports to the European market, we must be able 
to reduce our tariffs by at least that 25 percent. Western Europe is the most 
important single market for our Nation’s exports, and it is of critical importance 
to the future of our foreign trade that we maintain our present position in that 
area. 

The Soviet economic drive toward underdeveloped countries is another devel- 
opment which has reached serious proportions in the last year or two. In the 
face of this offensive one of our major economic defenses will be our willingness 
to accept on a reasonably liberal basis imports from these underdeveloped coun- 
tries—imports not only of essential raw materials but of the whole range of goods 
which these countries export, and upon which depends their foreign exchange 
position. Obviously, unless we are prepared to cooperate closely with these 
countries in satisfying their basic needs, their governments will be under heavy 
pressure to entertain the prospect of close relations with the Soviet bloc. 

Finally, an adequate trade agreements extension is essential for our own eco- 
nomic welfare and growth. Expanding foreign trade is one of the major ele- 
ments in an expanding United States economy. We cannot hope to increase 
our standards of living and provide jobs for the annual increase in our working 
population unless we are prepared to provide the economic climate for trade 
expansion. 

The writer has had some direct experience as an adviser to the United States 
delegation to the GATT. I have become convinced that the Trade Agreements 
Act provides a workable and vital instrument for the achievement of our foreign 
economic objectives. From my own observation the negotiations under the 
GATT have been conducted by the American representatives with great care and 
with full regard to the interests of American industry, labor, and agriculture. 
This has been a sound program for some 24 years, and we cannot now afford to 
renounce it by adopting a 1958 extension which is neither adequate to our current 
needs nor expressive of the policy we wish to pursue. In my opinion, amend- 
ments to this bill, which would provide for only 1-, or 2-, or 3-year extensions; 
5-, or 10-, or 15-percent tariff reducing authority; or drastic limitations on the 
President’s discretions in escape-clause cases, will have the effect of making the 
legislation essentially meaningless. An extension of that kind would continue 
the program in name only. 

May I, therefore, again urge the committee to recommend to the Senate 
approval of H. R. 12591 without amendment. 

Sincerely, 
Henry J. Hetnz II, President. 


STATEMENT BeroreE SENATE FINANCE COMMITTEE IN SUPPORT OF EXTENSION OF 
THE TRADE AGREEMENTS Act By LAMAR FLEMING, JR., Houston, Tex. 


My name is Lamar Fleming, Jr. I am a resident of Houston, Tex. I am 
chairman of the board of Anderson, Clayton & Co., a corporation whose principal 
business is dealing in cotton in this country and abroad, ginning, and seed 
crushing. 

I served on the Commission on Foreign Economic Policy (Randall Commission ) 
as Vice Chairman, and I attended the session to revise the General Agreement 
on Tariffs and Trade as an adviser to the United States delegation in 1954—55. 

Judgment of the merits of a trade policy for the United States must be in 
terms of the welfare of the American people, of present and future generations. 
For this purpose, I believe we can define welfare as achievement of the funda- 
mental human desires for material well-being and personal freedom. 

The civilized man recognizes that there are limits beyond which unbridled 
personal freedom becomes infringement on the freedom and well-being of others, 
and he submits, therefore, to reasonable restraints. imposed by his own sense of 
good manners and the laws of society. He recognizes, also, that a great deal 





TRADE AGREEMENTS ACT EXTENSION 643 


of his well-being comes from maintenance of public order and security and from 
publicly provided services like roads and schools, which he enjoys as the effect 
of concerted action of all society, and that, therefore, it is just that he bear his 
share of the costs and burdens of them, in the just measure of the benefit he 
derives. The sum of it is that he enjoys the fullest measure of worldly goods 
and freedom as a team player for what our forefathers called the common weal, 
rather than as a lone wolf. The test of this is whether the net effect of his 
surrender of goods and freedom to society is the enjoyment of more goods and 
freedom in the ultimate. 

The basic purpose of protective tariffs is to enable certain producers to sell 
us their goods for more than we would pay were we permitted to buy like 
foreign goods duty free. This diminishes the value of our goods and services 
in exchange for the protected goods; and it abridges our freedom as buyers. 
What are the compensating benefits? 

In the beginnings of our Republic, Hamilton’s answer was that we needed to 
nurture infant industry until it developed the capacity to relieve us of our then 
great dependence on manufacturers from Hurope, the availability of which had 
been interrupted by wars, blockades, and legalized piracy periodically during 
his lifetime. Whatever the merits of this answer then, there are no infant 
industries in the United States today, if we exclude those born of new in- 
vention which are infants wherever situated. 

A modern variation of this answer is assurance of essential supplies against 
the eventuality of war. This justification has been invoked for products ranging 
from military hardware to chocolate bars. It is a difficult one for the seantily 
informed citizen to evaluate. Only those with the top responsibility for our 
defense and the information indispensable thereto are qualified to judge what 
we will need and have time to use in a war with the all-obliterating weapons 
that now are available. 

An answer sometimes heard is that no one need be discrimimated against in 
a pervasive protectionism that shields all from foreign competition—industry 
and mining by tariffs; agriculture by tariffs, price supports, and quotas; labor 
by immigration restrictions and minimum-wage laws. If this answer had no 
other flaws, it still would be damned by the fact that what it contemplates 
is a regimented welfare state, whose impracticability has been proven over 
and over again, throughout history. But it has obvious particular flaws. 
Since its aim is high prices and wages, its effect would be inflationary. No 
protection has been devised for the white-collar man or those dependent on 
pensions or fixed income, who suffer always in times of high prices or inflation. 
No protection is feasible for our productions that serve the export markets— 
other than Government subsidies and gifts, of the order recently applied to our 
agricultural exports, which condemn themselves by the fantastic enormity 
of the cost. 

Even if all-pervasive protection were feasible, it would require a horde of 
Government functionaries for administration of it; and we taxpayers would 
have to support them. Moreover, even-handed apportionment of all-pervasive 
protection, with equal justice for all, would be beyond the limits of human 
intelligence and conscience. 

Congress had a long experience with the difficulty of formulating protective 
programs with fairness and equity to all. The trouble is that by no means all 
are desirous of any protection and that only small fractions of the people are 
desirous of any particular protection. So there never was a majority interested 
in adoption of every schedule of a Tariff Act. In these circumstances, the 
mustering of a majority for a catchall, omnibus bill depended on a trade be- 
tween countless factions, each swapping votes for the whole bill in order to 
get the votes of the others for its particular schedule. The essence became 
vote trafficking, not equity. 

This produced some bad tariff acts; but a more harmful product was a de- 
generation of the legislative system. It showed the way for unrelated small 
minorities to win particular privileges for each by conspiratorial combination 
resulting in an aggregate 51 percent majority for a catchall, omnibus Dill. 
The use of this device has spread beyond tariff legislation, into agricultural, 
fiscal, and other important legislative fields. It threatens the effectiveness of 
any suffrage of the remaining 49 percent, as well as the basie integrity of the 
legislative system. 

Congress moved against this cancer in enacting the Trade Agreements Act 
of 1934, lifted the fixing of individual tariff schedules from its functions. In 
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the interest of preservation of legislative integrity, let us hope this step will 
never be retraced. 

To evaluate the interests of the American people in trade policy, I suggest 
that we consider what the elements are of enlargement of human welfare. 
I think the clearest fact of all is that it has moved hand in hand with the 
growth of specialization. 

The first man’s diet was limited to what he could gather from nature, in 
the raw. Some division of tasks developed with formation of the family, and 
more when the family grew into a community. Special aptitudes were de- 
veloped, such as for hunting, fishing, herding, and cultivating the soil; and 
the aggregate increase in usable products was such that the availability of 
them per person and the variety and quality also increased. Specialization 
spurred discovery of additional useful natural resources and of means to 
convert them to useful form, further increasing the quantity and range of 
enjoyable goods. Members of the family pooled or swapped the products 
of their several proficiencies. 

The natural resources available to the first family or community were those 
locally at hand, of which it had discovered the presence and usefulness. The 
development of communication and transport between communities and places 
made recources of the one available to the other, through exchange of goods. 
Also it generated exchange of knowledge and proficiencies between communities, 
as well as specialization by communities in production of surpluses from the re- 
sources with which nature had especially endowed them, to exchange with 
other communities for products of the resources of their special endowment. 
So each produced the products of its natural comparative advantage to exchange 
for goods it could not produce at all, or could produce only with natural com- 
parative disadvantage. This was specialization on the geographic scale. 

Swapping goods was an awkward means of trade within the community, and 
more so between communities, since it required the coincidence of parties to 
the trade, each wanting the products of the other, at the same time. So the 
business began of the trader, who sought out the goods desired by some and 
customers for the goods of others and bridged the time-lags and distances be- 
tween the desire and the availability. Traders found the need of a medium of 
interim settling of accounts, something easly transportable and not perishable. 
Pelts and precious stones were among the early mediums giving way eventually 
to coins of precious metal. This established the institution of money. 

Before the introduction of money the man who produced more than he con- 
sumed had to keep his savings in things such as herds or land or houses. Now 
he could keep his savings in money liquid and ever available for investment or 
lending. This was the beginning of liquid capital the financial base of the great 
specialized economic expansion of modern times. 

The greatest specialization of production of all time has occurred in the 
United States; and the highest levels of material welfare in history have come 
with it. Several explanations are evident. There is the tremendous wealth and 
variety of natural resources within a single political jurisdiction without inter- 
vening customs barriers differences of currency or substantial differences of 
laws embracing 170 million relatively affluent customers. There is the fact that 
these massive resources and this great home market have made possible here as 
nowhere else the development of a highly specialized technique of mass produc- 
tion in which great investment in plant and machines substitutes the energies of 
nature for human effort and provides wholesale productions at unit costs below 
those in other countries, notwithstanding wage scales higher than in other 
countries. There is the impetus which are specialization and industrialization 
received from the needs of the two great wars of this century. There is the 
great generation of savings and capital here, nurtured by relative confidence in 
the dollar compared to other currencies, which encourages Americans to save 
and attracts others to leave their savings here—providing generous funds to 
finance our industrialization. There is the coincidence that this growth has 
occurred in an era of almost explosive invention and scientific and technological 
progress. There are our superior publicly provided services, which have blos- 
somed with our economic growth and contribute to it—particularly by reducing 
the waste of our scarce and costly man-hours. Finally there is our blessed record 
of immunity from invasion. 

The benefits of our massive resource, mass market, massive capital, mass 
production, and advanced specialization constitute great comparative advantages 
for Americans. Our resources of land, climate, and water also are great com- 
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parative advantages in a world so many of whose inhabitants are land starved ; 
and these advantages are complemented by the advances of our times in agricul- 
tural mechanization and technology and in our publicly provided services. 

Where lies the opportunity for our children and our investments in the 
presence of these rich comparative advantages? I believe the question answers 
itself ; the opportunity lies in exploiting the comparative advantages. 

Our children will prosper most if they devote themselves to the tasks for 
which nature and fortunate circumstances provide Americans with comparative 
advantage—largely tasks in which the specialized efficiencies of machines and 
technology spare the use of scarce and costly man-hours. They will prosper 
less in productions in which we are handicapped by natural comparative disad- 
vantage, such as of resources or climate, or by limitations of the scope for 
substitution of energies of nature for human effort, regardless what sacrifices 
other Americans may make to protect them. In pursuing the tasks of American 
comparative advantage, they will want an ever-increasing range of materials, 
to reap the benefits of continuing invention. Some of these materials will be 
available only from foreign sources, and others will be available at lesser cost 
from foreign sources than domestic sources. It will be detrimental to our 
children’s prosperity if United States trade policy denies them access to these 
foreign sources or makes the access expensive. Their greatest opportunity will 
be to specialize in the productions of American comparative advantage and to 
exchange the surplus of their products with the rest of the world for the prod- 
ucts of its comparative advantages. They will benefit most by applying them- 
selves to the productions in which machines, technology, and capital most will 
multiply the products of their efforts, buying from the less fortunate peoples of 
the world the things of which manual labor is the greatest component of cost. 

The trade policy which will permit the greatest use of these opportunities in 
the ultimate will be a policy of free trade. In time, I believe the interests of 
the American people will become so convincing that the conclusions will be irre- 
sistible, and that free trade will become our policy as it became the policy of 
England, in similar circumstances, in the third decade after Waterloo. 

However, an abrupt shift from the ultraprotectionism of 1930 to free trade 
would have been too drastic a shock; and I believe that an abrupt shift from 
the moderated protectionism of today to free trade would be too drastic. 

The Trade Agreements Act provided for gradual mitigation of tariffs, accom- 
panied by reciprocal mitigation of foreign tariffs or other impediments against 
acceptance of our products. Its operation helped to restore our foreign com- 
merce and lift our economy from the depths of the depression of the thirties. 
It has helped the revival of our foreign commerce since World War II and has 
helped to secure mitigation or removal of restraints by other governments on 
imports and payments for our goods, which otherwise would have lingered 
beyond the period of war-induced necessity. It provides the mechanism for 
continuing mitigation of our tariff policy and negotiation of mitigations of the 
protectionist devices of other nations. 

Purely on the basis of American self-interest and through the spectacles of 
domestic considerations, I believe the case is convincing for extension of the 
Trade Agreements Act for the proposed 5-year period. I regret that the pro- 
posal is not to extend it indefinitely. 

There are considerations which reach beyond our domestic economy, that 
must be taken into account. 

The American people and Congress are agreed that, in the present state of 
the world, it is wise for the United States for reasons of its own interest and 
security to make substantial sacrifices to reinforce the resistance of other 
nations to the encroachment of totalitarian statism, and to help other nations 
to maintain governmental solvency, integrity of currency, and balance of inter- 
national payments, as well as to develop resources valuable to their economies 
and many of them important to us as sources of needed materials. A part of 
the background is concern for the national security, which will be the more 
solid if grounded in a concerted, organized effort for common security, embrac- 
ing many nations and their resources. A part of it is the importance to our 
economy of broad markets everywhere and the growing importance to us of 
foreign sources of many materials, some of them awaiting development. 

Since the war, we have spent great sums in aid to other countries, under the 
headings of military aid, economic aid, and agricultural surplus disposal. This 
is taxpayers’ money, and the cost is running in the neighborhood of $5 billion 
annually. 
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In the main, this foreign aid is in the form of goods for which we do not 
receive payment in dollars. If we imported more goods, paying for them in 
dollars, clearly we could collect dollars for more of the goods that now are given 
away at the expense of our taxpayers. If we imported more goods, the prospect 
of returns on American private investment abroad and foreign loans would im- 
prove, and the volume of such investments and loans would increase; and clearly 
this, too, would diminish the need for gifts at the expense of the taxpayer. 
So it is clear that increased imports offer the principal means of diminishing the 
burden on the American taxpayer for foreign aid, until such time as improved 
conditions in the world terminate the need for it. 

Since we regard a concert of nations dedicated to joint security and resistance 
against totalitarian statist encroachment as a necessity for our security, we 
have to look at certain problems through the spectacles of other nations. It is 
humiliating to the people of any nation to depend on gifts from another nation. 
Self-respect demands even exchange, in which each nation earns and pays for 
what it receives. So the satisfaction of the craving for self-respect which all 
peoples feel depends on our taking from other nations in the aggregate as much 
as we give them. This does not necessarily mean that the exchanges of goods 
must exactly balance. It does mean that they must be close enough to a balance 
so that the flows of investment, loan, and service accounts can bridge the differ- 
ence. In the interest of the success of our concert with other nations, this has 
to be our goal, and the other nations have to know it. Therefore, a reliable and 
constant liberal direction in our trade policy is requisite to the success of that 
concert. 

There is another aspect of world developments which we would do well to take 
account of. The benefits of our mass market and mass production have not 
gone unnoticed elsewhere. The more advanced foreign nations generally would 
like best of all to be embraced within our mass market through worldwide adop- 
tion of free trade, or at least through adoption of it reciprocally between them- 
selves and us. But they cannot realize this desire until we acquiesce. 

In the circumstances, groups of other nations are creating their own mass 
markets. The greatest in terms of population is the one behind the Iron Cur- 
tain, which already exists. The greatest in terms of resources is the European 
Common Market, which France, Italy, Germany, the Netherlands, Belgium, and 
Luxembourg have formed, obligating themselves gradually to eliminate tariffs 
between them within about 12 years. England, the Scandinavian countries, 
Austria, Switzerland, and Portugal are negotiating with the Common Market 
countries for a kind of associate membership, the whole to be called a free-trade 
area. The United Arab Republic may become the nucleus of another common 
market; and preliminary studies are in course of the feasibility of a Latin 
American Common Market. 

The nations of the European Common Market have agreed to adopt uniform 
external tariff rates, which will involve increases in some cases and decreases 
in others. They are committed, as contracting parties in the General Agreement 
on Tariffs and Trade (GATT), to negotiate with the other parties to the general 
agreement on any changes adversely affecting the latter. The major steps in 
the determination of their external tariff rates will occur during the next 5 
vears. They are obligated to negotiate with us, so long as they and we are 
parties to the general agreement. 

If we fail to extend the Trade Agreements Act, under the authority of which 
our Government became a party to the general agreement, it will be notice to the 
other contracting parties that we no longer will be wholehearted member of it. 
if indeed we continue to be members at all. The general agreement would be an 
empty shell without participation of the world’s greatest trading nation; and 
whether it continued at all or only as a shell would be unimportant. In neither 
event would the obligation of the European Common Market nations of recipro- 
cal negotiation with us be of impressive validity. Moreover, the lapsing of the 
act would leave our Government without authority to make concessions recipro- 
cal with those we might want from the Common Market nations. 

Under these conditions, it is of the utmost importance that the negotiating 
authority of our Government be extended through the full 5 years of the negoti- 
ating phase of the Common Market. 


(The committee was adjourned at 1:30 p. m., to reconvene at 10:05 
a. m., Thursday, June 26, 1958.) 
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THURSDAY, JUNE 26, 1958 


Unitrep Srares SENATE, 
JOMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:05 a. m., in room 312 
Senate Office Building, Senator J. Allen Frear, Jr., presiding. 

Present: Senators Frear (presiding), Long, Flanders, Carlson, 
and Bennett. 

Also present: Elizabeth B. Springer, chief clerk. 

Senator Frear. The committee will come to order. 

The first witness this morning is Mr. A. B. Sparboe, of the Chamber 
of Commerce of the United States. 


Mr. Sparboe? 


STATEMENT OF A. B. SPARBOE, VICE PRESIDENT, PILLSBURY 
MILIS, INC., REPRESENTING THE CHAMBER OF COMMERCE OF 
THE UNITED STATES 


Mr. Sparsop. Mr. Chairman and members of the committee, my 
name is A. B. Sparboe, and I am vice president of Pillsbury Mills, 
Inc., of Minneapolis. 

Senator Frear. That is a pretty big company. 

Mr. Sparsor. It is a little outfit in Minnesota. I think Senator 
Carlson is familiar with it. 

Senator Cartson. Yes; I would agree to that statement. 

Mr. Sparpoer. I appear on behalf of the Chamber of Commerce of 
the United States to present its views on renewal of the Reciprocal 
Trade Agreements Act. I am a member of its Foreign Commerce 
Committee. 

The Chamber of Commerce of the United States is a national fed- 
eration of over 3,450 trade and professional associations and State 
and local chambers, with an underlying membership of 2,500,000 busi- 
nessmen, and over 22,000 direct business members. 

The chamber membership has supported the reciprocal trade agree- 
ments program since its inception 24 years ago. 

Recognizing the diverse and sometimes conflicting interest of our 
membership, we have sought a common denominator to serve as the 
basis of our recommendations. - 

This common denominator is the national interest. 

The Trade Agreements Act, by lowering barriers to trade, results 
in a net gain to the economy and hence is in the national interest. 
That is why the chamber supports it. Those policies which encourage 
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and foster the growth of international trade lead to increased pro- 
ductivity and more efficient production, and bring about lower costs 
and lower prices. Thus a raises the level of real income and our 
standard of living. 

The concept of the national interest in trade policy must start with 
the principle that the objective is to strengthen the national economy. 
Beyond that, the national interest must be concerned with the relation 
of trade to the defense and security of the United States, including 
its effect on foreign relations. 

H. R. 12591, as passed by the House, would renew the Reciprocal 
Trade Agreements Act with certain changes. The national chamber 
makes the following recommendations: 

1. That the act be extended for 5 years as provided in H. R. 12591. 
This is essential for consistent adherence to a policy of expanding 
world trade. 

2. That the President also be granted authority to lower tariffs on 
a gradual and selective basis in return for trade benefits from other 
countries. 

The alternative methods of reduction set forth in the bill appear 
sound. Action under this authority would, of course, be subject to the 
peril point procedures of the law and to the escape-clause safeguards. 

3. That the proposal (contained in sec. 3 of the bill) not be ap- 
proved which would authorize the President to raise duties as much as 
50 percent above the duties in effect January 1, 1945, as in present law. 

The present Trade Agreements Act already provides considerable 
authority in this direction. The new proposal would use the base rates 
of July 1, 1934, the highest in our history. This would not seem to be 
realistic, necessary or desirable. The existence of such authority 
would increase the element of uncertainty in United States trade 
policy. 

To include in the act a provision essentially capable of vitiating the 
program’s objective of fostering the healthy expansion of trade seems 
inconsistent. 

4. That the proposal for technical change in peril-point action, 
directed to achieving more prompt and effective consideration of 
serious injury cases, be approved. 

With reference to the proposal by which the Congress may, within 
a 60-day period and by a two-thirds vote of each house, overrule presi- 
dential disapproval of the Tariff Commission’s recommendations mak- 
ing them final—the chamber finds no essential objection. 

Such a provision would not be inconsistent with implicit authority 
which the Congress now has. But the President’s responsibility for 
full consideration of questions affecting the national interest in escape 
clause actions should be maintained. 

Such considerations as the requirements of the domestic economy 
and the effect of the findings and recommendations of the Tariff Com- 
mission on other producers and consumers in the United States, in- 
cluding their effect upon the jobs of those producing for export, as well 
as foreign policy implications, are of vital importance to the proper 
and effective administration of the Trade Agreements Act. 

The effect that one coures of action or another would have upon the 
best interests of the United States is peculiarly within the province of 
the President, as a constitutional responsibility. 
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The Tariff Commission, on the other hand, has only a limited re- 
sponsibility—to find whether or not in its opinion there is injury to a 
domestic industry as a result of imports and to make recommenda- 
tions to the President based upon such findings. 

It should be kept in mind that the act contains provisions to insure 
that tariff reductions are carried out on a selective basis in such a way 
as not to seriously injure domestic industry. 

These limitations on the President’s authority are contained in 
the peril-point amendment which requires Tariff Commission in- 
vestigation of all concessions before they are made, and in an 
escape-clause provision which permits the President, upon the rec- 
ommendation of the Tariff Commission, to withdraw or modify a 
concession after it has gone into effect. 

Further, both the Tariff Commission and the President are at pres- 
ent required to report separately to the Congress annually on the pro- 
gram, with divergent decisions reported as they occur. 

The reciprocal trade agreements program is the means through 
which the Uinted States is able to participate in cooperative measures 
to expand international trade by reduction of tariffs and other trade 
barriers on a mutually advantageous basis. International trade is a 
powerful weapon for peace. 

Moreover, it is essential to the continued expansion of the economy 
of the U nited States. It benefits the consumer, spurs long-term eco- 
nomic growth and conforms to the spirit of a free enterprise economy. 

The program, a basic segment of United States foreign economic 
policy for a quarter century, faces new challenges, bringing new 
urgency for maintaining effective negotiating power and making 
the extension of a workable Trade Agreements Act most imperative. 

An aggressive offensive in the economic field is a new and danger- 
ous weapon in the Soviet’s quest for world domination. 

Russia seeks to tie other areas to the Soviet orbit and to exploit any 
possible trade difficulties of the free world. 

It must be remembered that many of the countries friendly to the 
United States must trade to live. If they cannot trade with us on 
mutually agreeable terms, they will surely trade with others. This is 
evident in the fact that the U. S. S. R. sold $2.1 billion worth of mer- 
chandise last year to the free world—a startling increase of 70 percent 
in 4 years. 

In no area is there perhaps a sharper contrast between the policies 
and practices of the U. S. S. R. and the United States than in the 
trade field. 

Their efforts to expand trade with the free world have been pri- 
marily through bilateral trade agreements and specific barter deals— 
completely government controlled. 

The United States, on the other hand, is dedicated to the concept 
of free nations bound together by peaceful trading relationships. Its 
foreign trade is carried on by private traders whose decisions are 
based. on consideration of the market place—not by political motiva- 
tions. 

The objective should be to minimize Government controls over trade 
so that the influence of free competitive enterprise can have maximum 
impact. 
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A competitive system, responsive to the market, serves to stimulate 
efficient production, lower costs, and lower prices. It serves also to 
raise real income and standards of living. 

Today the United States has a unique ws among the free nations. 
With only 6 percent of the world’s population, the United States 
produces about 40 percent of the world’s goods and services. 

Our output is almost twice that of the United Kingdom, France, 
West Germany, and Italy combined. We buy 15 percent of the 
world’s imports, and we account for 20 percent of the world’s exports. 

The Reciprocal Trade Agreements Act, conceived as a means of 
easing the barriers to United States exports and imports, has become 
a symbol of international trade cooperation. 

As the world’s greatest trading Nation, the United States has a 
tremendous stake in maintaining the most effective negotiating au- 
thority and bargaining power possible. 

In 1957, for example, United States exports were valued at $19.5 
billion, with imports amounting to $13.2 billion. It has been officially 
estimated that 4,500,000 United States workers are dependent on 
foreign trade for their jobs. 

The United States consistently exports more than it imports. 

Generally speaking, foreign countries can pay for United States 
goods only to the extent that they can earn dollars by selling to the 
United States. 

In recent years, however, a large part of the dollar difference has 
been covered by various foreign assistance and mutual defense pro- 
grams. While these may be justified, it is nevertheless true that a 
consistent and continuously large export surplus financed out of the 
tax revenue is neither economic nor in keeping with the position of 
the United States as a creditor nation. 

It must be remembered that in addition to increasing the dollar 
exchange available abroad for potential buyers of United States ex- 
ports, a primary national economic gain from foreign trade centers 
in the imports for which our exports are exchanged. 

Furthermore, not all payments for imports go to other countries. 
Few people seem to realize that a considerable percentage of many of 
our imports come from foreign subsidiaries and branches of United 
States companies. Many United States corporations in an effort to 
meet the expanding raw material needs of modern industry, have 
risked capital and have explored and developed new and rich re- 
sources in many parts of the world. 

For instance, in 1955 (the latest figures) United States producers 
abroad supplied 88 percent of crude oil imports; 96 percent of alumi- 
num imports (including bauxite) ; 87 percent of nickel imports; 72 
percent of copper imports; 85 percent of iron imports; 50 percent of 
lead imports; and 78 percent of imports of paper-base stocks. 

In total, United States companies abroad provided 23 percent of 
our 1955 commodity imports. Thus, many American companies bene- 
fit by being able to sell imports to the United States. 

Our own resources are not sufficient to afford the wastes that come 
from general and grievous departures from the principles of liberal 
trade policy. 

Criticism of the Reciprocal Trade Agreements Act has centered 
largely on the matter of serious injury to domestic industries by 
competitive imports. While the producers who may be affected ad- 
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versely by imports represent a relatively small segment of American 
production, they are nonetheless an important segment and the inci- 
dence of injury cannot be disregarded. 

It is, therefore, vital that a means for affording reasonable relief for 
injury to such producers be continued in the law. 

For this reason, also, the chamber has stressed the need for the grad- 
ual and selective adjustment of tariffs, with provision for modification 
or withdrawal of concessions in order to deal with unforeseen develop- 
ments seriously injurious to domestic producers. 

We believe that proper safeguards exist in the present law and that 
tariff relief for industries during a period of adjustment is adequately 
provided. 

The proposal to speed up escape-clause action is a desirable one. In 
all cases, determination of injury due to imports should be judged in 
the light of the national interest. 

Only in this way can the sound objectives of reciprocal trade be 
attained, and all segments of our economy best be served. 

We face still another challenge today—the European Common Mar- 
ket and free-trade area. The threat of being shut out of traditional 
European markets by high tariffs is a matter of acute concern to 
United States businessmen and labor. 

The gradual elimination of trade barriers among the six Common 
Market countries, coupled with the maintenance of a common tariff 
against the outside world, will place American exporter to the area at 
an increasing disadvantage vis-a-vis their competitors within these 
countries. 

Some leading United States industries plan a partial shift from 
exporting to the area to investing within the area by setting up 
branches or subsidiaries in Europe or by licensing processes to existing 
European firms. 

In this way, United States firms may produce for the Common Mar- 
ket area and at the same time avoid the tariffs which may be imposed 
against our exports to the Common Market countries. 

American investment will be attracted, also, by the advantages of 
large-scale operation in a new market of 160 million consumers. 

But a continuing flow of United States foreign investment abroad 

cannot take place indefinitely unless earnings from such investments 
can be withdrawn in dollars. 

The longer run solution lies in expanded trade. The United States 
must be willing to import on a sufficient scale to enable other countries 
to meet dividend, interest, and amortization requirements, as well as 
to pay for the goods they ‘currently buy from the United States. 

Both the initial and long-range gains to the United States economy 
can only be realized by effectively bargaining with the Common Mar- 
ket on a reciprocal basis. Representatives of the European Common 
Market have stated : 


The European Economic Community stands ready to negotiate reductions in 
the common tariffs provided other countries meet us half way. 

Thus, it is more important now than ever to maintain the Presi- 
dent’s negotiating authority in an effective form. 

Since policies regulating foreign trade so strongly influence many 
sectors of the economy they are bound to arouse controversy. 





————————————EEee 
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However, through the smoke of the constant debate over trade 
matters, one indisputable fact looms clearly, and should command 
general agreement: the United States, in self-interest, is irrevocably 
committed to expanding international trade. 

The growth of our industrial might, the welfare of our labor force 
and the consumer—to say nothing of the success of our foreign rela- 
tions—all are to a significant degree, dependent upon policies which 
permit and foster a continued expansion of exports and imports. 

Thank you, gentlemen. 

Senator Frear. I have just one question. Does the chamber believe 
in the formation of a Western Hemisphere common market ? 

Mr. Sparsor. As a member of the foreign commerce committee, I 
am not aware that we have any specific policy; hence, any answer I 
might give you, I should qualify it on those grounds. I am not aware 
that they are opposed to it, and, speaking strictly as an exporter, I 
think a true, devoted exporter would like to see maximum freedom 
all over the world rather than a series of trading areas because while 
you have a lesser number of trade conflicts developing, you still have 
them. However, I suppose one could argue that having a Western 
Hemisphere area would be better than having, say, 30 or 40 areas. 

Senator Frear. How close to the definition of a free trader are you? 

Mr. Sparsor. I would like to answer it in this way: I realize that 
you cannot take dope away from a dope fiend without killing him. 
It is not to say he probably would be better off if he did not take it 
or, maybe, society should get him off it. 

I am also realistic enough to know that many industries are based 
on and certain economics problems are attached to what we have so 
that any effort to judge what we should be in 10 years or 50 years or 
a hundred years, would be to realize that it would have to be a gradual 
process. 

Senator Frear. Senator Flanders? 

Senator Franpers. Thank you. Mr. Sparboe, I would like to ask 
you this question: Are you concerned about the free inflationary trend 
in American prices as a danger when we face the provisions and pos- 
sible future of the reciprocal-trade treaties? In other words, does 
not the continued inflation, which is going on, make us more suscep- 
tible to dangerous competition from abroad ? 

Mr. Sparsor. I do not disagree, exactly, with your statement, but 
IT should remind you I am equally frightened by the inflation as dam- 
aging us not only at home in our standard of living, but also as to 
our ultimate capacity to continue exporting profitably and to be able 
to employ the large amount of industry and agriculture which must 
have increasing outlets in order to remain, should I say, beneficially 
employed. 

So, it is a two-way sword here, I think, Senator Flanders. 

Senator Fianpers. It is a two-way sword. It interferes both with 
export and exposes us to danger from import. 

r. Sparsor. Well, it is another—— 

Senator Fianpers. And the third point is what you just mentioned ; 
that it is a bad thing at home. But we are not talking about that 
particular thing now. We are talking about the effect on exports and 
imports. 

Mr. Srarsor. Yes, sir. 
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Senator Fianpers. If it continues unabated, it would seem to make 
it difficult for us to export, and it would seem to render us open to 
competition that we cannot meet from imports. 

Now, the question I want to ask is this: Do you feel that this pe: 
ticular type of inflation which we are experiencing now is one which 
has been contemplated in the background of support for the recipro- 
cal-trade movement in general? Isn’t it a new phenomenon? 

Mr. Sparsog. It certainly has been accelerated since—during and 
since World War II, and I do not suppose it could be said that any- 
body in or out of Congress or business could foresee or anticipate or 
relish the prospects of inflation, so I don’t suppose in any of our delib- 
erations it ever was taken into account. I don’t think it can ever be. 

Senator Fianpers. Of course, the fact that we do not relish it does 
not mean that we should not look at it. 

Mr. Sparsor. No. 

Senator Franpers. It won’t go away if we stop looking at it. 

Mr. Sparsor. Would you go so far as to say we should try to avoid 
it? 

Senator Fianpers. Yes. 

Mr. Sparsog. Increasing imports tend to moderate the tendency 
toward inflation; I am sure you recognize that. It is, Senator Flan- 
ders, one break. 

Senator Fianpers. It moderates it by making it impossible for us 
to compete with foreign imports; that is the way it moderates it. 
Isn’t that true? 

Mr. Sparsor. It tends to, should I say, reduce the appetite for keep- 
ing on raising our own costs; that is what we do, raise our own costs. 

Senator Franpers. Your remedy, then, for the wage-price-profit 
spiral would be to be a little bit freer with letting in imports as a check 
on that? 

Mr. Sparsor. Just as I would expect your State to have an oppor- 
tunity to compete vigorously in Minnesota as a good asset to us to 
sort of hold down our idea of increasing our costs and wages, I think, 
to the same extent, imports would provide the same protection; yes, 
sir. 

Senator FLanpers. Our region has been subjected to that internal 
competition in connection, particularly, with our textile industries. 

Mr. Sparsor. Yes, sir. 

Senator Fianpers. Large portions of it have moved down into the 
South. We have not, therefore, been—well, we have not thought seri- 
ously of leaving the Union on that account. We have regretfully 
accepted it. We have tried every possible means of replacing the lost 
business with new business. 

Mr. Sparsog. Very well done. 

Senator Fianpers. And we have, in general, found that possible. 
However, as to carrying out of the same thing on a worldwide scale i 
is a little different. It is psychologically different, of course. We are 
more resigned, psychologically, to losing business to Alabama than 
we are to losing it to Japan. 

That, probably, is a rationalization, but it, nevertheless, is one of the 
facts of life. The Alabamians are fellow citizens, and we have lost 
to them. We have done the best we could, which has been pretty 
good, by the way. 
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When it comes not to this industry or that industry but, apparently. 
wholesale rise of production costs in this country, doesn’t that make 
a different situation from such a thing as the loss of the textile indus- 
try to Alabama ? 

Mr. Sparsor. Well, permit me to say I do not think it changes it 
one iota basically, economically. As you said, psychologically, we 
like to think it should, but I do not think the economics in Windsor, 
Ontario, are any different than they are in Detroit. 

Senator Franpers. I cannot accept that notion that there is 
nothing critical in the wholesale clear-across-the-board. We are suf- 
fering at the present time from inflation. It seems to me that it puts 
a different aspect on reciprocal trade, because it puts a different aspect 
on foreign competition. 

It does not mean that our whole range of industry at once comes 
into competition, but it does mean that our whole position is weaker 
than it has been. 

Mr. Sparsor. May I volunteer something, Senator ? 

Senator Fianpers. Yes. 

Mr. Srarsor. I am glad you used the name “foreign trade” because 
so many people think of merely exports and imports. 

I should remind all of us that just like you cannot have just white 
meat or dark meat on a chicken, you have got to be either in favor of 
the chicken or you have not got any chicken. 

You have got to have foreign trade which as you say is imports 
and exports. So whether we have got inflation or whether we have 
not or whether we have a competitive situation or not, if you don’t 
like the imports, the dark meat, you won’t have the exports or the 
white meat, so jobs are involved there too and huge industries and 
agriculture, as Mr. Carlson well knows, are involved. 

So I do not think that is as relevant as some people would like be- 
cause if you are going to destroy one you do both, you destroy the 
whole chicken. 

Senator Fianpers. I would like to make an irrelevant comment on 
the subject of dark meat and white meat. 

Mrs. Flanders prefers white meat, and I prefer dark meat and it 
makes a very combination. (Laughter. 

Mr. Sparsor. I am not so fortunate—— 

Senator Fianpers. Perhaps you could draw some moral from that 
in the case that you are presenting here. 

Mr. Sparsor. I wish my family were so situated. 

Senator Fianpers. The whole picture of foreign trade and the 
balance of trade, of course involves a lot of items visible and invisible. 

Mr. Srarsog. Correct. 

Senator FLanpers. Material, goods and services, travel and remit- 
tances, and whatnot, a whole list of things. I wish you could agre« 
with me that the particular kind of inflation that we are undergoing 
now is one which, at the moment, presents serious problems with rela: 
tion to competition from abroad, and that if not stopped in some way, 
will increase those complications. 

Mr. Sprarsor. I agree with you, sir, except instead of trying to ac- 
commodate ourselves to the disease, it seems we should address our- 
selves toward the disease and cure the inflation rather than the re- 
verse. 
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I think we are just going to dig our graves if we go in the other di- 
rection. 

Senator Franpers. The real remedy is to cure the disease, and I 
wish that we had that subject up for discussion, because it is a very 
pertinent question. , : 

The only remedy I see within the limits of the subject we are dis- 
cussing at the present time, would be to stimulate somehow the same 
kind of inflation abroad that we are having here. Have you any sug- 
gestions as to that? 

Mr. Srarsor. You mean let them get the measles too? 

Senator Franpers. Yes. 

Mr. Sparsor. I think some of them are getting them rapidly. Some 
countries, Colombia, Brazil, Chile in Latin America, they are really 
suffering from a greater degree of inflation than we are. 

Senator Fianvers. Yes, it is taking hold here and there. 

Mr. Sparsor. Yes, that is true. 

Senator FLanpers. But that is about the only practical or imprac- 
tical remedy that I have seen for this particular situation. I just 
simply, Mr. Sparboe, wish to express my concern with the dangers in- 
herent in our inflationary spiral, and to earnestly suggest that at least 
the administration of the act, and possibly the act itself, take more 
serious account of this competitive situation than it has in the past. 

It is from a conviction that we are facing a new situation with re- 
gard to foreign competition, that I am expecting to move for a 3-year 
extension only. I would also want to see a somewhat more competent 
and objective examination of the conditions of reciprocal trade, than 
any report that I have seen has previously made. My present inten- 
—s is not to put myself in the position of an enemy of the reciprocal] 
trade. 

I am simply saying that I think present conditions require a better 
look at it than we have had in the past. So if you see me or hear of 
my speaking or voting in that direction, you must not be surprised. 

That is all, Mr. Chairman. 

Senator Frear. I suppose to be forewarned is to be forearmed. 

Senator Flanders, have you finished ? 

Senator Fianpers. Yes. 

Senator Lone. Do you regard a protective tariff as a subsidy, Mr. 
Sparboe ? 

Mr. Sparsoe. An indirect subsidy, yes, sir. 

Senator Lone. A subsidy ? 

Mr. Sparsor. It is an indirect subsidy. I do not think it is a 
direct subsidy, generally speaking, yes, sir. 

Senator Lone. You can qualify or modify it, but, if a tariff keeps 
out the competing product and permits the American industry to sell 
its product at a higher price, it does amount to a subsidy, does it not? 

Mr. Sparsor. Yes, sir. 

Senator Lone. The ideal for trade is that each nation produce those 
things which it can produce most cheaply and import those things 
which others can produce most cheaply. Under ideal circumstances 
this permits a higher standard of living for all peoples, does it not? 

Mr. Sparsor. Certainly. 

Senator Lone. What is your view of a nation that tends to become 
a higher cost producer of practically everything? 
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How should they go about trading ? 

Mr. Sparsor. There is no hocus-pocus way, whether it is General 
mills or Pillsbury or Uncle Sam. It is our job as producers to ac- 
commodate ourselves to the willingness of customers to pay for a 
thing, and all the other nations are going to have a dandy time trading 
around us until we wake up to that fact. 

And it is the same way with companies who permit their costs to 
get out of whack. 

Senator Lone. Your theory is (a), you should not permit that to 
happen 

Mr. Sparsos. Well, you should certainly not encourage it. I know 
it happens. It happens in companies. We should not permit it 
but we do sometimes. 

Senator Lone. It occurs to me that American costs sometimes tend 
to keep going up and I wonder what will happen when we become a 
high cost producer of everything. 

Mr. Srarzor. Well, we will be a more isolationist nation in every- 
thing. 

Senator Lone. You have to decide what you want to export if you 
are going to continue to import it and then subsidize that which you 
decide to import ? 

Mr. Srarzoe. I would hate to be in that kind of an economy. Com- 
pared to what he is scared about, I do not know where it would end 
up but I think it would be awful. 

Senator Lone. Aren’t we doing that when we subsidize our farm 
exports? 

Mr. Sparsor. We are certainly starting on the road. 

Senator Lone. This Nation can produce farm commodities much 
more easily, than most nations. 

We have better land, more mechanization and ideal conditions in 
many respects. We have replanted pine or other types of trees on 
most of our hill lands under different programs, and the land we 
are cultivating is that on which production is most economical. We 
nevertheless tend to be a high-cost producer of some farm commodi- 
ties and have to subsidize them te get them on the world market; 
don’t we? 

Mr. Sparsoe. I think you have neglected to mention the high price 
support. High costs are one thing, high-price supports are another 
thing; would you agree? 

There are lots of farmers who are getting rich under what you have 
called, I think erroneously, a high-cost situation. The high cost 
is there to accomodate the highest cost producers in the country and 
makes the fellow who has low costs absolutely rich, the result is we 
have got suffocating surpluses. 

Senator Lona. I am not saying we do not have subsidies with re- 
gard to the agricultural program. We have surpluses in quite a few 
other things. I just want to see where all this leads us, because I 
think we are going to be a high-cost producer of a great many things. 

Mr. Sparsor. Would you agree we are low cost in some? 

Senator Lone. We would have to be because we are now exporting 
more than we are importing; are we not? 

Mr. Sparsor. Yes, sir. 
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Senator Lone. What do you think about the investments of Ameri- 
cans in established industries whose goods a foreign producer can man- 
ufacture more cheaply? 

Do you feel that we should try to protect the investments indefinitely 
or to arrange some standard or period of time in which they would 
have er Or do you think we ought to allow them to be driven 
out of business at the time the foreign producer becomes the low-cost 
producer? 

Mr. Sparsor. Senator, I have been in foreign trade nearly 40 years 
and in domestic trade very little. ; 

But I have never been able to observe any particular difference, if 
we believe in the private enterprise system and the competitive system 
as vigorously as we profess to in the United States where we have 
the Federal ‘Trade Commission and Department of Justice whacking 
you over the head to compete to death. 

I have never been able to convince myself there was never anything 
wrong in the long pull expecting to do that the minute you get over 
the border and keep on going, if you expect to deal in the market. 

If you want to go for the moon or stay around the wall then you 
could accommodate ourselves to whatever we choose to do but we 
cannot, as Mr. Carlson knows, cannot afford to—you are not going to 
eat all the stuff we are going to produce in agriculture. 

You are not going to wear and utilize all of the things that many 
of our basic industries are capable of producing so it is not a question 
of what are we going to do; it is a question of what we have got to do, 
because the customer over there is the boss over whether he is going 
to take our things and at what price. 

Senator Lone. I wonder, Mr. Sparboe, if you would feel the same 
way if you were in the textile industry. 

Suppose that after the war you had said Japan should do things 
the way we do. Suppose that you had gone to J apan and said, “You 
have got the wrong kind of machinery. Use mine.” 

You would have arranged a loan for them, and helped them to get 
the kind of machinery you had. You would have said, “You have 
- got your production line organized the right way; do it like we 

o it.” 

You would have shown them how to do that and said, “Your labor 
is not turning out the best way, do it like we do.” 

They would have had a low labor cost and lower cost of materials 
and been in a position to produce any given item cheaper than you. 
What would you have done then? Would you have gone out of 
business or would you have said, “Wait a minute, let’s see if we can’t 
slow this down or turn away from ideal trade.” 

Mr. Sparsor. Have some of the textile companies come because of 
competition in the United States? I am sure they have, some are 
more clever, more ingenious, have better machinery, and so forth. 

It seems to me are we going to concern ourselves about that, keep 
the fellow out of business who could not compete ! Is it bad to do 
that and yet is it good to deal with the Japanese ? 

I am not forgetting that the Japanese, but I am reminded that they 
take and have taken for the last 3 or 4 years more agricultural prod- 
ucts than any other country in the world, including cotton. They 
buy cotton in Memphis exactly like the man in Memphis and have to 
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pay freight all the way over and all the way back, so there is not 
enough margin to pay the same wage in Memphis after paying all the 
freight, I don’t think. 

Senator Lone. My question is, do you think you would feel the 
same way about that matter if everything you had was invested in 
the cotton textile business ? 

Mr. Sparsor. I can’t prove it; but, yes, sir, absolutely as a purist, 
a foreign trader, I would have to feel that way or I should not be 
sitting here talking the way I am doing. 

Senator Lone. You feel those people should get into some other 
business ? 

Mr. Sparsor. I would say this: Get as efficient as possible because 
I know this in my own business, we lose markets that we can do 
nothing about, but if in spite of everything we can conceivably do 
others can do cheaper or better, under given circumstances we suc- 
cumb to that. Or we would not believe in a competitive system. 

Senator Lone. Would you qualify your views on free trade when 
it came to a point at which the production of any given commodity 
was necessary for defense requirements ¢ 

Mr. Srarsor. Oh, yes. Security seems to me superimposed on any- 
thing because without that it does not make much difference whether 
we have got the inflation Senator Flanders worries about, or what 
you worry about or I do. 

Senator Lone. You do recognize the need of maintaining the pro- 
Guction of any commodity that would be necessary in the event of 
war? 

Mr. Sparsor. I would hope the people would have the capacity to 
do it or else a degree of accommodation to sacrifice. 

But there would be some sacrifice involved. 

Sonator Lone. Thank you very much. 

Senator Frear. Senator Carlson ? 

Senator Cartson. Mr. Chairman, Senator Flanders raised such 
an interesting question with regard to inflation on our trade and with 
the future increasing the inflationary trend in this Nation and among 
the nations of the world that I sent out and got the last evening’s 
Washington Star which contains on the financial page an article en- 
titled “Your Money’s Worth” by this great financial writer, Sylvia 
Porter, and it is an interesting thing and I am going to have it placed 
in the record, but I think it is interesting to note in view of the dis- 
cussion this morning that—and I quote: 

In terms of strength, the American dollar stands fourth on the list of the 
world’s currencies. 

Our money has lost purchasing power at an annual rate of 2.2 percent in 
the past 10 years. That seemingly modest 2.2-percent yearly rate of depre- 
ciation, compounded, means that the 100 cents earned in 1947 buys only 80 
cents of goods and services today. 

What countries have done better than us? 

Switzerland has chalked up the best record of all—with an annual rate of 
decline in the purchasing power of her franc of 1.2 percent. Germany and 
Venezuela come in second and third with an annual rate of loss in each cur- 
rency of 1.5 percent. 

In other words, we are fourth among this group of nations which 
was most interesting. It was an interesting discussion. 

Then it goes into the other countries. 
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I believe it was mentioned here—I am not going to read all of 
them—United Kingdom has lost 4%) percent; meaning that a hun- 
dred cents of money earned in 1947 buys 62 cents worth of goods. 
France is down to 6.2; Argentina to 16.5 percent. 

Mr. Chairman, I ask unanimous consent that this article may be 
placed in the record, because it was an interesting topic and one that 
I think has much bearing on the future of not only our trade but I 
was pleased to note that despite the fact we complain greatly about 
inflation we are still fourth among the nations of the world in this 


field. 
Senator Frear. Without objection, it will be placed in the record. 
(The article in full is as follows :) 


Your Money’s WortH 
By Sylvia Porter 
DOLLAR—FOURTH ON THE LIST 


In terms of strength, the American dollar stands fourth on the list of the 
world’s currencies. 

Our money has lost purchasing power at an annual rate of 2.2 percent in 
the past 10 years. That seemingly modest 2.2 percent yearly rate of deprecia- 
tion, compounded, means that the 100 cents earned in 1947 buys only 80 cents 
of goods and services today. 

What countries have done better than us? 

Switzerland has chalked up the best record of all—with an annual rate of 
decline in the purchasing power of her franc of 1.2 percent. Germany and 
Venezuela come in second and third with an annual rate of loss in each currency 
of 1.5 percent. 

Then, after us, come the currencies of the rest of the nations of the free world, 
and as you go down the list the percentage losses in their purchasing power 
year after year begin to mount at a steep pace. 

We have not been alone. The depreciation in the buying power of paper 
currencies in the last 10 years has been global. 

Not 1 of the currencies of 24 nations studied by the First National City Bank 
of New York has gained in value in this period. 

Here is a record of some of the currencies which underlines the trend. In 
each case, the depreciation of the money is measured by the rise in the coun- 
try’s official cost of living or consumer price index. 

Italy: An annual rate of loss of 3 percent—meaning 100 cents earned in Italy 
in 1947 now buys 74 cents of goods and services. 

Canada: An annual rate of loss of 344 percent—meaning 100 cents earned in 
1947 buys 70 cents of goods there today. 

Sweden: An annual rate of loss of 4.2 percent—meaning 100 cents of 1947 
buys 65 cents of Swedish goods now. 

United Kingdom: An annual rate of loss of 4.7 percent—meaning the 100 cents 
of money earned in 1947 buys 62 cents of British goods today. 

France: An annual rate of loss of 6.2 percent—meaning the 100-cent franc of 
1947 has a 56-cent value in the marketplace now. 

Argentina: An annual rate of loss of 16%4 percent—meaning the 100 cents of 
1947 pesos is worth 16 cents today. 

And Chile: An annual rate of depreciation of 254% percent—meaning the 100- 
cent peso of 1947 is now worth only a nickel. 

Stacked against this record, the American dollar’s depreciation doesn’t look 
so awful. Anyway, we're still in the first five. (Provocatively enough, India 
is in fifth place with a yearly depreciation only slightly worse than ours—2.3 
percent.) 

But the warnings of this report cannot be ignored. 

For while there is no certainty that “‘what’s past is prologue” in currency 
history, the odds are staggeringly against real stabilization of the dollar’s value 
in the next 10 years. Massive forces are built into our economy which will be 
working toward higher prices over the long term; it’s not very probable that 
the dollar you are saving in June 1958 will buy as much overall in June 1968. 
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Senator Carson. I just want to say I appreciate very much your 
statement this morning representing this great Midwest section as 
you do. I am sure you realize and I do, too, the value of this pro- 
gram to not only industry but agriculture as a whole and I could get 
into that in great detail but I am not going to take the time. 

I just thank you. 

Mr. Sparsor. Mr. Chairman, I should remind the good Senator 
from Louisiana, Senator Long, that we, as the United States Chamber 
of Commerce, strongly support all escape clauses and peril-point pro- 
cedures which would undertake to deal with the problem that you 
posed, including defense essentiality. 

The Chamber of Commerce of the United States is not for free 
trade or anything of the sort. The are for the beneficial expansion of 
trade. 

Senator Lone. I think your statement was very consistent, Mr. 
Sparboe. 

Mr. Sparsor. Thank you, sir. 

Senator Lone. I take it there would be some of the agricultural 
leaders who would not agree with you but you were not speaking for 
them today. 

Mr. Sparsor. We were not talking about them today. 

Senator Carlson is for agriculture and I don’t think we are very 
far apart. 

Senator Lone. Thank you. 

Senator Frear. Thank you. 

Mr. Philip Cortney, of the United States Council of the Interna- 
tional Chamber of Commerce, Inc. 

Mr. Cortney? 

You may proceed, sir. 


STATEMENT OF PHILIP CORTNEY, UNITED STATES COUNCIL OF 
THE INTERNATIONAL CHAMBER OF COMMERCE, INC. 


Mr. Cortney. Mr. Chairman, and members of the committee, my 
name is Philip Cortney. I am appearing here today as chairman of 
the United States Council of the International Chamber of Com- 
merce to testify in support of the bill, H. R. 12591, to extend the Trade 
Agreements Act. In business life I am the president of Coty, Inc. 

The United States council is a private business organization whose 
membership includes firms and organizations in all fields of American 
business. The council has long taken an active interest in the ques- 
tion of international trade and has published a number of authorita- 
tive studies on various aspects of this question. 

The United States council believes that the enactment of the Trade 
Agreements Extension Act of 1958 as passed by the House is in the 
national interest, even though it falls short of what the national in- 
terest requires. 

The case for a liberal foreign trade policy has been presented and 
documented in detail by other witnesses. I shall therefore take only a 
few minutes of the committee’s time to try to present the case in 
broader perspective. 

The basic facts which would shape American trade policy, if we 
carefully consulted our own interest, are as follows: 
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The economy of the United States is heavily dependent on the rest 
of the world and is steadily becoming more so with the increasing 
demands of a growing population and with the depletion of our own 
resources. 

Our prosperity has come to depend, and will increasingly depend, 
on our trade with the rest of the world. Our policy should therefore 
seek to facilitate international trade. 

Our involvement in the world economy is a necessity; a fact and 
not a theory. This was true in 1934. It is vastly more true today. 
It was true in 1930 when we overlooked this fact and tried to use 
trade restriction to cure a depression. It had the opposite effect 
then. It would be even more certain to have the opposite effect now. 

The rest of the world is heavily dependent on us. This is a second 
basic fact to be taken into account in considering our trade policy. 
The rest of the world is heavily dependent on us as a supplier, as a 
market, and as a source of capital. 

Other nations watch the ups and downs of American business ac- 
tivity with a concern equal to our own. They also watch our trade 
policy and are necessarily influenced by it in shaping their own polices. 

If our market is restricted they also must fall back on restricted 
national or regional, markets. If this occurs our access to the mar- 
kets and resources of the world is correspondingly restricted. 

In order to document this last point the United States council con- 
ducted a survey last fall among the businessmen associated with the 
international chamber in other countries. These men are staunch 
advocates of the free-enterprise system and they are among our best 
foreign friends. 

They are also important customers of, and suppliers to, this nation. 
I would like to submit for the record as part of this statement a copy 
of the summary which we made of their replies. 

Senator Frear. Yes, we have that, and it will be made a part of the 
record. 

(The information is as follows:) 


As OtHerRS SEE Us 
INTRODUCTION 


The issues involved in the renewal of the Trade Agreements Act in 1958 are 
different in many ways from those in previous renewals. Most notable are the 
following. The need for cooperation among free nations has been greatly in- 
creased by the growing economic and military power of the Soviet bloc. The 
Common Market in Western Europe will create an economic force in the free 
world with a power comparable to our own. Many more Americans are depend- 
ent for their livelihood on foreign trade than ever before in modern times. 
United States requirements for foreign raw materials are steadily increasing. 

Each of these new factors means that the United States in its own self-inter- 
est must give more attention to the views of other friendly nations than before. 
In the field of trade policy this is particularly so. By its very nature trade be- 
tween nations depends on international agreement as to the conditions for 
carrying on that trade. The United States can regulate the movement of goods 
in and out of this country, but the United States Congress cannot dictate the 
terms on which other countries will permit our goods to enter their territories 
or the terms on which they will sell goods to us. 

It should hardly need to be pointed out that trade between nations has a 
powerful influence on their political relations. Any country will be likely to 
strive for friendly relations with the nations which are important customers 
or suppliers. Conversely if a country restricts the sales of another country 
this will be a cause of irritation between the two. 
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The United States council felt that it would be valuable to obtain from the 
business groups in other friendly countries, similarly associated in the Inter- 
national Chamber of Commerce, their honest appraisal of United States trade 
policy. These views are summarized here for the added light they shed on the 
current discussion of United States foreign trade policy. 

National committees in 17 other countries, including 8 of our major trading 
partners, have given us their comments.’ Together these 17 countries bought 
half our exports in 1957. The responding national committees include those 
in highly developed countries as well as those which are less industrialized. 
Replies from Europe, North America, and Asia were received. 


THE POWER AND RESPONSIBILITY OF THE UNITED STATES 


The very central position played by the United States in the world was em- 
phasized by many of the other national groups in the ICC. Many noted ex- 
plicitly that the weight of the United States was such that its policies inevitably 
would exercise a strong influence on the economic welfare and trade policies 
of the entire free world. 

The Canadian Council of the ICC states, “As the most important creditor 
nation of modern times, the United States has both responsibility and oppor- 
tunity.” 

The German national committee of the ICC had this to say: 

“The burden of responsibility upon the Government of the United States of 
America is particularly heavy since * * * most countries of the Western World 
regard their [the United States] attitude in matters relating to economic policy 
as setting the lead. The economic well-being of the free world is closely linked 
with the decisions on commercial policy taken by the United States of America.” 

The Indian national committee made the same point in this way: 

“In modern times, no nation can afford to live in isolation and the policies 
of governments have a vital influence not only on international trade, but also 
on economic and commercial relations generally. By virtue of the important 
position which your country occupies, politically and economically, in the comity 
of nations, your government’s policies have more than ordinary significance.” 

Many other national committees commented in a similar vein. For example, 
the Japanese committee pointed out, “It is the belief of the Japanese national 
committee that there can be no solution other than the United States, in its 
position of world economic leadership, to promote the conditions necessary for 
freer and expanded world trade.” The British national committee spoke of the 
United States as “the greatest creditor country in the world.” 

The great economic power of the United States often makes it hard for this 
eountry to appreciate the extent to which its actions affect other countries. 
The Canadian Council in its comments brought this point out clearly as follows: 

“Exceptions to general policy, which may have appeared of minor import to 
the United States Government, have often had a major impact on the economies 
of the countries affected. Canada’s total trade (exports plus imports), with 
the United States, for instance, equals 22 percent of Canada’s gross national 
product, but only 2 percent of the American gross national product. It is quite 
clear, therefore, that the trade between the two countries is much more important 
to Canada than to the United States. Nevertheless, Canada is by far the United 
States’ best customer and there is grave doubt in the minds of Canadians that 
this is recognized by the United States people or by their representatives in 
the Congress. Each Canadian spends over $15 on American goods for every 
dollar spent by an American on Canadian goods.” 

The critical importance of United States trade policy to other friendly nations 
impels them to keep well informed about developments in this country. The 
scope and detail of knowledge abroad about the evolution of United States com- 
mercial policy stands out in most of the replies received. Many national com- 
mittees showed that they had an extensive knowledge of the nature of United 
States legislation and the actions taken pursuant to this legislation. Many 
were thoroughly familiar with the recommendations contained in the major 
reviews of United States commercial policy which have been conducted in 
recent years. 


1 Replies were received from the national committees listed below (the first eight of these 
are major trading partners) : Belgium, Canada, Germany, India, Italy, Japan, Netherlands, 
United Kingdom, Australia, Austria, Belgian Congo, Cambodia, Morocco, Portugal, Spain, 
Turkey, and Yugoslavia. 
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UNITED STATES TRADE POLICY IS CONSIDERED UNCERTAIN 


The theme which recurs most persistently in all the comments received is 
the uncertainty surrounding United States trade policy. Almost every national 
committee laid stress on the uncertainty involved in trading with the United 
States because of the danger that tariffs may be changed by escape clause action. 
Other causes of uncertainty such as the recurring doubts about the extension of 
the Trade Agreements Act were also cited. 

The following comments show the extent of this feeling: 

German national committee: ‘“* * * The German export industry is aware 
that trade on the United States market involves considerable effort but at the 
same time it hesitates in many cases to raise the necessary funds for this 
purpose, because success on a given section of the market would attract the 
attention of the protectionists and there would be the risk of measures being 
taken which would turn all the work into a wasted investment.” 

Italian national committee: “The trend of United States foreign trade policy 
is characterized by a state of uncertainty.” 

Moroccan national committee: “Viewed from Morocco the commercial policy 
of the United States appears very protectionist with customs duties which seem 
excessively high in relation to the economic power and means of defense of 
the country.” 

Dutch national committee: “The reason for this [the reluctance of Dutch 
manufacturers to try to sell to the United States] is the inealeulable risk 
arising from the unstable foreign trade policy of the United States of America. 
Selling foreign products in the United States market requires considerable 
investments, as for market research, advertising, etc. * * * The Dutch manu- 
facturer would be willing to invest these amounts * * * if only he could count 
on a stable American import policy. But he is reluctant to put his energy 
into an endeavor to sell to this market, knowing that the situation as it is 
may change very rapidly to his disadvantage.” 

Portuguese national committee: “We consider United States trade policy 
uncertain.” 

CONTRAST BETWEEN PRINCIPLES AND PRACTICE 


Many of the national committees commented on the discrepancy between 
the avowed intent of the United States Government to promote the growth of 
international trade and the actual results achieved. Typical are the following: 

Australian national committee: ‘““‘While the United States has given a hearten- 
ing lead in establishing international institutions for widening world trade 
and removing trading discriminations, it sometimes appears that the practical 
effect of individual tariff decisions is to exclude imports which offer successful 
competition with United States products. This contrast between precept and 
practice, which we realize arises out of the divergence of interest of the admin- 
istration and Congress, nevertheless creates an atmosphere of cynicism about 
American intentions and motives.” 

Canadian council: “The Canadian Council of the International Chamber of 
Commerce has been keenly interested in the pronouncement of liberal foreign 
economic and trade policies by the United States since the end of World War II, 
but at the same time must register its disappointment in the extent of the imple- 
mentation of these policies.” 

British national committee: “* * * the inconsistency is emphasized between 
the liberalization which the United States advocates in international councils 
and the freedom from trade discrimination which she demands from others on 
the one hand and what she practices at home on the other.” 

Austrian national committee: “United States trade policy is regarded as 
constructive as far as influenced by the United States administration. In- 
fluences issuing from the United States Congress bear a protectionist character 
conducive to the segregation and isolation of certain areas within the overall 
field of international trade.” 

Moroccan national committee: “* * * the present evolution of American 
commercial policy appears marked by an internal contradiction well illustrated 
by Mr. John Foster Dulles during a recent press conference. 

‘In general,’ he said, ‘the United States favored an enlargement of interna- 
tional trade and a reduction of customs duties; but the legislation also pro- 
vides for exceptions which can be made if a special situation appears which 
risks harming an American industry.’ ” 
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Indian national committee: “* * * So far as the United States trade policy 
is concerned, despite the reductions in import duties in recent years, particularly 
under GATT negotiations, it would seem that the impact on exports to United 
States of America is not impressive * * * Further, there is a feeling current 
that the United States customs formalities are also rigid, thus contributing to 
the restrictive effect on imports * * * In the circumstances, the Indian national 
committee is somewhat surprised to learn that in the United States there is 
some agitation for new import restrictions.” 

Portugese national committee: “Principles better than facts.” 

German national committee: “The commercial policy of the United States of 
America does not always appear to be uniform in the view of their trading 
partners. Protectionist measures such as the escape clause, security clause, one- 
sided regulations with regard to the Customs Simplification Act, etc., prevent 
any real alleviation of the laws whose basic conception was liberal when 
introduced.” 


THE TREND IN UNITED STATES POLICY AS SEEN FROM ABROAD 


The apparent trend in United States commercial policy is alarming to other 
nations as evidenced by the replies received from other national committees. 
Many pointed to what appears to them to be a rising sentiment toward protec- 
tionism in the United States. The following are typical comments: 

Canadian council: “The Canadian council has the distinct impression that the 
trend of United States foreign-trade policy has become less liberal. There has 
been an increasing application of escape clauses, both for industrial and agricul- 
tural products, and an increasing use of import quotas. * * * Little actual 
progress has been made in making the United States market more accessible— 
a goal which has been strongly hoped for in the immediate postwar years.” 

Australian national comitee: “The trend of United States trade practice in 
recent years appears to emphasize the protection of local industry against suc- 
cessful imports.” 

British national committee: “The majority view is perhaps best expressed by 
this comment from one of our members: ‘Trend broadly in the right direction 
with some erratic sidesteps and reversals.’ To many, also, progress appears 
very slow.” 

German national committee: “It is with great anxiety that the Federal Repub- 
lic observes the more marked protectionist tendencies in the United States of 
America, which—if given a free hand—are bound to increase still further the 
credit side of the American balance of trade. * * * 

“Should a commercial policy with pronounced protectionist features find ac- 
ceptance in the United States of America, there is the danger that the degree of 
freedom in world trade attained after the war will be lost again and its place 
will be taken by an opposing economic and political system of restriction which 
once before exercised far-reaching effects upon internatoonal trade.” 

Japanese national committee: “Recently there appears to have been a re- 
surgence of strong protectionistic influences in the Congress, which are attempt- 
ing to impede the trade liberalization policy of the administration.” 

Morocean national committee: “* * * the new program presented by Presi- 
dent Eisenhower for widening the legislation on reciprocal agreements contains 
a disturbing gap. The Trade Agreements Act would contain a clause under 
which the Tariff Commission would be able to recommend and the President 
approve increases in customs duties to a level of 50 percent above the tariff rates 
applied after the 1st of July 1934. 

“This clause would be more severe than the one in force at present which 
provides for raising tariffs 50 percent above the rates in force on the ist of 
July 1945. The rates are lower than those of 1934.” 

In contrast to these comments, the Belgian national committee and the na- 
tional committee of the Belgian Congo both seem to feel that the trend of 
United States trade policy is in a liberal direction. 


APPRECIATION FOR LIBERAL ACTIONS 


It would be misleading to create the impression that the businessmen of other 
countries did not recognize the extent to which the United States has played a 
wise role in the development of world trade. A number of national committees 
balanced adverse comments on specific actions which had harmed their trade 
with the United States with warm compliments on the leadership which the 
United States has shown in the past. 
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Canadian council: “The United States took a leading role in the formation 
of the General Agreement on Tariffs and Trade and was largely responsible for 
the creation of the Organization for Huropean Economic Cooperation. Both 
instruments are devoted to the elimination of quantitative restrictions and the 
gradual diminution of customs tariffs. The United States executive branch has 
time and again expressed strong support of these principles and the general 
level of the American tariff has been gradually reduced.” 

British national committee: “* * * in spite of irritation, or in some cases 
exasperation, at unhappy individual experiences, the general tenor of comment 
and criticism has been restrained and constructive and there is obviously a wide- 
spread recognition of American generosity since the war in the wider sphere 
of international economic relations.” 

German national committee: “The President and the administration have ree- 
ognized that a protectionist commercial policy does not carry economic dangers 
for the United States of America alone.” 

Indian national committee: “* * * We are fully aware of the generous con- 
tributions of the United States to the various underdeveloped countries. India 
too has been a beneficiary in no small measure and we are thankful for it. 
It is necessary, however, that the trade policies of the United States should help 
us in bridging the gap in merchandise trade to the maximum possible.” 

Japanese national committee: “Since World War II, the United States has as- 
sumed a substantial position of world leadership, and as such has been instru- 
mental, from the standpoint of reciprocal trade, in the furtherance of enlarge- 
ment and liberalization of world trade through the establishment of the General 
Agreement on Tariffs and Trade organization, and through the multilateral 
tariff concessions made possible by GATT. * * * In other words due recognition 
must be accorded to the trade policy of the United States for its basic advocacy 
of the principle of freer trade, and for the efforts made to act on this principle.” 

Cambodian national committee: “We have no criticism to make of the com- 
mercial policy of the United States which, from our point of view, seems very 
liberal.” 

A number of national committees listed specific actions by the United States 
which had had a favorable effect on their trade with this country. The two 
most frequently mentioned developments in United States policy were the series 
of tariff reductions which this country has made in the negotiations undertaken 
through the General Agreement on Tariffs and Trade (GATT) and the progress 
in customs simplification. 

Under the Trade Agreements Act the President has been empowered since 
1934 to negotiate with other nations for reciprocal reductions of tariffs. For 
the past 10 years the main vehicle for such negotiations has been the GATT. 
Nearly 90 percent of all dutiable items in the United States tariff schedules have 
had their tariffs reduced, and there has been a substantial reduction in the level 
of many duties. The United States in turn has obtained important tariff re- 
ductions from its trading partners in the GATT, and the GATT has been an ef- 
fective instrument for maintaining steady pressure on other nations to reduce 
their quantitative restrictions.’ 

The United States has also made progress in recent years in simpliying the 
procedures for moving goods through customs. A series of laws have been en- 
acted by the Congress, and the Customs Bureau has also reduced complexities 
in a number of cases by administrative action.* 

Several other actions of recent years were mentioned favorably by one or 
more national committees. For example, the reinterpretation of the Buy Amer- 
ican Act which reduced the degree of preference given domestic suppliers on 
Federal procurement was singled out. Other actions mentioned favorably in- 
clude recent treaties of friendship, commerce, and navigation, treaties to reduce 
double taxation, and the abolition of consular invoices on most commodities. 


SPECIFIC ACTIONS WHICH HAVE INJURED OTHERS 


The United States has also taken a number of actions in recent years which 
have hurt the trade of friendly nations. A few of these have been singled out by 
several of the other national committees as being of particular importance. 


2For a full discussion of the GATT see GATT—An Analysis and Apgeatenl of the General 
Agreement on Tariffs and Trade, United States council, New York, 1955. 

3'The progress made in customs simplification in the last 10 years is given in Customs 
Simplification—Progress and Needs, United States council, New York, 1957. 
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Most frequently cited by other national committees were the various meas- 
ures, some formal and some informal, by which quotas have been set on the 
sale of particular commodities to the United States. Several national commit- 
tees complained of quotas established by the United States under section 22 of 
the Agricultural Adjustment Act. The voluntary quotas on oil imports and 
the limitations on the sales of textiles to the United States were also cited as 
other unfavorable actions. Although the oil-import quotas are officially volun- 
tary by the oil-importing companies, they have been backed by the threat of 
mandatory quotas if the voluntary restrictions were not observed. Similarly, 
the limitations on sales of textiles to the United States are nominally voluntary 
by the governments of the exporting countries, but the threat of American restric- 
tions on these imports was instrumental in persuading these governments to take 
this action. 

Four national committees complained specifically about the tariff quota which 
has been established on woolen textiles. Under this quota, the tariff on woolen 
textile imports is increased after imports exceed a set annual limit. The 
Australian national committee, for example, stated, “Concern has been expressed 
at the effects on the demand for wool and its competitive position with syn- 
thetics consequent on the imposition of higher tariffs on wool textiles when im- 
ports exceed 5 percent of domestic production.” 

Several countries also complained of the frequency with which cases are 
brought to the Tariff Commission under the escape clause or to the Office of 
Defense Mobilization under the national-security amendment of the Trade Agree- 
ments Act. The British national committee had this to say: “* * * the fre- 
quency, and often unjustified nature, of applications of the United States Tariff 
Commission is felt to operate particularly unfavorably against foreign exporters 
whose whole production planning may be thrown out of gear by decisions which 
do not always take all the circumstances into account and in some cases ap- 
pear to verge on panic measures. The advertising and servicing of many prod- 
ucts may also be severely handicapped by such uncertainties as these.” 

Although mentioned less frequently than the actions already discussed some 
national committees did complain about the high level of United States tariffs 
on certain items. In spite of the substantial reductions of Untied States tariffs 
which have taken place there are still many which are high. A recent partial 
check disclosed more than 100 items on which the tariff is 50 percent or more. 

A number of other problems were mentioned by one of two national commit- 
tees. These include continuing difficulties with customs procedures, antidump- 
ing investigations which have the effect of dislocating all trade in the product 
while the investigation is in process, and troubles with the enforcement of the 
Federal Food and Drug Act as applied to imports. 


WHAT DO OTHER COUNTRIES WANT 


Most of the other national committees consulted by the United States coun- 
cil expressed views as to the steps which they would most like to see the United 
States take. United States trade policy should always be determined on the 
basis of what is considered to be in the best interest of this country, but for- 
eign opinion is a pertinent consideration. 

Among the group of nations represented in this survey, there is a distinct 
preference for a change in the present escape clause which would make it defi- 
nitely an emergency measure and not simply a means for restricting the imports 
of a commodity to avoid mere inconvenience for a domestic producer. The 
German national committee, for example, states, “The most urgent item of inter- 
est for German industry as regards the commercial and tariff policy of the 
Tnited States of America is an amendment of the Trade Agreements Extension 
Act which gives the escape clause incorporated in 1951 the true stamp of excep- 
tion. Action before the Tariff Commission should be possible only in really 
urgent cases.” 

The Japanese national committee made this comment: “If complete repeal 
fof the escape clause] is difficult, the clause should be precisely redefined so 
that it could be invoked only when ‘due to unforeseeable circumstances’ there 
is serious dislocation of United States industries and communities as a whole. 
* * * The escape clause was originally intended to provide temporary relief 
from loss incurred by domestic industry as a result of foreign competition. Ap- 
plication of the provisions of the escape clause should be only on the basis of 
serious consideration of the internal and external situation in the light of the 
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national interest, particularly since the United States possesses incomparably 
greater resources and wealth than other nations, and has had a favorable bal- 
ance of trade for many years in succession.” 

In the view of the British national committee, the escape clause “should be 
invoked only in cases of obvious and serious injury.” It went on to point out 
that “many other countries * * * treat imports much more liberally in these 
respects.” 

The desire of many other countries to see the Congress grant the President 
additional powers to negotiate for lower tariffs on a reciprocal basis follows as 
a close second to their desire to see the escape clause modified. A typical com- 
ment is that received from the Italian national committee: “In order to increase 
imports from Italy, it is indispensable to empower the President to reduce cus- 
toms duties. As a matter of fact, the average incidence of American customs 
rates is moderate—S to 10 percent—as a result of some raw materials being 
free of duty, though many manufactured products are still burdened with rates 
standing at over 50 percent.” The British national committee remarked, “Tariff 
reductions are an essential ingredient of all liberalization measures if their 
value is not undermined by excessive use of the escape mechanism. It is noted 
that many United States duties are still not much below 50 percent ad valorem.”’ 

A number of national committees listed United States membership in the 
proposed Organization for Trade Cooperation, which would administer the 
GATT, as of importance although most did not consider it as of equal importance 
with the modification of the escape clause or new tariff-reducing authority for 
the President. It is worth noting, however, that the Canadian council, repre- 
senting the nation with which we have the biggest volume of trade, considers 
United States adherence to the OTC as the most important step which we could 
take. The British national committee reported that some of its members con- 
sidered Unied States membership in OTC of first importance, “on the grounds 
that it affects all industries and also that, being of more enduring effect, it to 
some extent embraces any shorter-term measures for liberalizing trade.” 

The Indian national committee reflected an attitude common in the under- 
developed countries when it gave its opinion that the developed countries should 
pursue a more liberal trade policy than could be expected from the underdevel- 
oped countries. The Indian national committee states : 

“Generally speaking, the difference in the levels of development of various 
countries is also reflected in their trade policies. In other words, it would 
neither be practicable nor fair and meet to expect both underdeveloped countries 
and relatively developed countries to pursue identical policies. One should not, 
therefore, try to compare on all fours, say, the import policy of India and that 
of the United States. There is a need for a liberal approach on the part of gov- 
ernments in more developed countries, especially of the United States Govern- 
ment. This kind of approach will be in the interest of the United States itself.” 

Various other measures were suggested by other national committees as desir- 
able although none would rank anything ahead of those previously discussed. 
Among these less important steps to improve trade relations, the most frequently 
mentioned was further progress in simplifying United States customs regula- 
tions and procedures including tariff definitions and classifications. The Italian 
national committee pointed out that, “It must not be forgotten that American 
customs tariff nomenclature is one of the most confused and backward in the 
world.” * 

Other steps which were mentioned include the desirability of reducing the 
amount of discrimination shown against foreign suppliers in Federal, State, and 
local government procurement; steps to reduce the disruption of legitimate trade 
which ean occur in connection with antidumping investigations ; and more equi- 
table enforcement of the Food and Drug Act. 


CONCLUSION 


While this summary of the views of other national committees cannot profess 
to be a scientific sample of foreign business opinion, it is revealing as to what 
businessmen in other countries are thinking about United States trade policy. 
The near unanimity on certain key points is impressive. 





“As directed by the Customs Simplification Act of 1954, the Tariff Commission is now 
preparing a new series of tariff schedules intended to eliminate anomalies in tariff classifi- 
cations and rates. The Congress will have to determine whether or not these new schedules 
should be adopted. 
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While applauding the liberal course of United States trade policy in recent 
decades, business leaders in other countries expressed serious concern over the 
current uncertainty surrounding American trade policy. The normal business 
risks in the dynamic, competitive American market are great. If chronic uncer- 
tainty about the rules under which goods will be permitted to enter the United 
States is added to these business risks, the ability of foreign producers to com- 
pete in the American market is greatly reduced. The business leaders consulted 
place primary emphasis on reducing the uncertainty in United States treatment 
of imported goods by making changes in the escape clause to make it clear that 
this clause would be invoked only in exceptional cases where there is genuine 
dislocation to domestic industry as a result of increased imports. 

There is also a strong desire abroad to see the United States carry forward the 
liberal trade policies of the last quarter century. Second only to reducing un- 
certainty through changing the escape clause, businessmen in other countries 
would like to see the President authorized to negotiate for further reciprocal 
tariff reductions. Other specific changes which would further the mutually bene- 
ficial growth of world trade have also been suggested, especially United States 
adherence to the Organization for Trade Cooperation. 

The British national committee reemphasized a fundamental fact when it 
pointed oui, “It cannot be repeated too often that no country can continue in- 
definitely tu export (except unrequited gifts) unless it is prepared to receive im- 
ports from other countries in return.” 

The Canadian council succinctly summed up the position which all the other 
national committees said in one fashion or another in the following statement: 

“A more effective, liberal foreign-trade policy in the United States would 
strengthen the free world, and, in the long run, the American economy itself. As 
the most important creditor nation of modern times, the United States has both 
responsibility and opportunity. A freer foreign-trade policy would tend to reduce 
balance-of-payments difficulties encountered by other countries and reduce the 
present constant need for direct United States aid, which has been, and con- 
tinues to be, generously provided. Such a policy would have favorable psycho- 
logical effects, as well as economic and financial benefits. A nationwide, deter- 
mined, and consistent liberal trade policy would be an inspiration to the rest of 
the free world and of benefit to all.” 


Mr. Courtney. A third basic fact is that our security and our trade 
are closely interrelated. A free world torn by trade warfare would 
be a free world week and divided in the face of the great threat with 
which it is confronted. Trade and security were interrelated in 1934, 
when this legislation was first enacted. But the dangers of restricted 
free-world trade have now become too clear and too imminent to be 
disregarded. 

These three fundamental and inescapable facts demand a liberal 
trade policy. The unfortunate fact is, however, that, instead of keep- 
ing abreast of the times, our trade legislation has been evolving in the 
opposite direction. This has come about through a growing tendency 
to focus our attention narrowly on the problems of a few industries 
who object to freer trade, and to lose sight of the interests of the 
Nation as a whole. 

In this connection, I refer to the report made by the council’s 
committee on commercial policy based on a year-long study of the 
legal and economic aspects of the Trade Agreements Act. 

This was printed in the House hearings, where it may be consulted 
by those interested. It gives considerable detail on the trend our 
trade policy has taken in recent years, and sets forth the views of the 
United States council on the type of legislation we think is needed. 

There has been a shift of emphasis toward trade restriction in the 
form of the peril-point, escape-clause, and security amendments, and 
in the successive refinements of these amendments aimed at reducing, 
rather than increasing international trade. 
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t As a result, a clear sense of direction has been lost, and our policy 
: as expressed in the law has become somewhat ambiguous and equi- 
. vocal. 

d Even the pending bill, in some respects, would give new emphasis 
; to the trade-restrictive features of the law, as, for example, in the 
t provision of additional authority for tariff increases up to 50 per- 
t cent above the highest level of rates this country ever had, and in the 
e new provision whereby articles may be taken off the free list and made 


dutiable at rates up to 50 percent ad valorem. 


. The United States council, nevertheless, strongly supports the pend- 
s ing bill. It supports the bill because of the proposed grant of au- 
1 thority to the President which should enable him to make some 
r further progress toward freer international trade, and because of the 
, 5-year extension of that authority instead of the shorter period of 3 
fl years or less, as heretofore. 
- The 5-year extension is important for two reasons, 
, First, it will place this Government in a position to deal with the 
i developing situation in Europe and to safeguard the important Ameri- 
: can interests affected by the creation of the European Common 
d Market. 
s The importance of these interests and the reasons why a 5-year 
; extension of the authority is needed on this ground have been pre- 
e sented by other witnesses. 
\- The second reason for a 5-year extension is its moral and psycholo- 
- gical value. The growth of restrictive elements in the act, the avowed 
f uncertainty of Congress regarding the genera] agreement, and the 

congressional reexamination of the policy at relatively short intervals 
: have, together, given American trade policy an aspect of uncertainty 
1 which, inevitably, affects the policies of other countries. 

A 5-year extension at this juncture would give needed reassur- 


ance of our continuing purpose to base our trade relations on negotia- 
i tions and cooperation with other countries and on an awareness of our 
mutual interests. Thus, we think, is of paramount importance. 

In the present dangerous times, the action we take regarding our 
trade relations is of critical importance. The present bill, if enacted 
into law, would have a stimulating and energizing effect on all our 
friends and allies abroad. 

If it is weakened further, there is real risk that an important link 
in free-world economic defenses will be broken. Because this bill 
would serve the vital interests of this Nation, we most earnestly rec- 
ommend favorable action on it. 

Senator Frear. Senator Long? 

Senator Lona. I believe you know there has never been a 5-year 
extension of this act. Three years is the longest period of time for 
which this reciprocal-trade bill has been passed. I think you know 
that, don’t you? 

Mr. Cortney. Yes; I am aware of it. 

Senator Lone. There has never been any serious doubt on the part 
of the American business community or our friends abroad that we 
would extend that program, has there ? 

Mr. Cortney. Oh, yes, Senator. If you are good enough to read 
this brochure, it will prove to you that one of the main objections 
against our policy is the uncertainty of our tariff trade policy. You 
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should have no doubt about it, and I assure you, Senator, that it is 
written by very prominent individuals in the world. 

Senator Lone. If I knew how we could assure the Congress, or how 
we could assure those who rely upon some protection for their in- 
dustries that Congress would take another look at this matter and 

ass some other reasonable legislation within a few years, I would 
he less inclined to vote for a shorter extension than 5 years. 

It seems to me that the American business community, would like 
Congress to take a look at the program from time to time. The only 
way to assure themselves that this would happen would be for this 
program to be extended for a short period of time and have a look at 
it before renewal. 

Mr. Cortney. Don’t you assume some unforseen circumstances 
because under present day facts I can’t see on what ground you 
would recommend a 3-year extension and not a 5-year extension. 

So if you assume something completely unexpected, unless I am 
wrong, eee Congress has the power to bring the issue again 
before the Congress and ask for an amendment of the 5-year period. 

Suppose something extraordinary happens, I don’t know what you 
have in mind, I can’t foresee it 

Senator Cartson. Would you yield on that point? 

Last Saturday forenoon, Senator Clinton Anderson was presiding 
and Secretary Dulles was testifying and he brought up the fact that 
in 1945 when the Senator from New Mexico and myself were both 
on the House Ways and Means Committee, of that 25 members, the 
vote was 12 to 12 for several days and we finally broke it, so it was 
that close to being defeated at that time, which was interesting, and 
it shows sometimes you get things so close. 

Senator Lona. I have no further questions for the witness. 

Senator Frear. Senator Flanders? 

Senator Frianpers. Mr. Cortney, your name is a familiar one to 
me, because you have very interesting and enlightening advertising 
from time to time. 

Mr. Cortney. Thank you. 

Senator Fianpers. I am glad to see you in person. 

Mr. Cortney. Thank you. 

Senator Fianpers. And talk with you in person. 

I get a general impression, sir, from your statement that you have 
a feeling that in some way active international trade is good in itself? 

Mr. Cortney. Yes, Senator; definitely. 

Senator F.Lanpers. We discussed that question with Mr. Paul 
Hoffman, yesterday, and if my recollection of the discussion is cor- 
rect, he wanted to base its excellence on a more specific thing, and 
that was on the good results of each nation, each country, doing the 
thing it could do best, and trading its most efficient and effective pro- 
duction for that of some other country. 

That is a more specific thing than saying that in some mystical sense 
that international trade is good in itself. 

Do you still feed that it is good irrespective of the particular kind 
of excellence that Mr. Hoffman stated ? 

Mr. Cortney. I have two convictions, Senator. 

One is that expounded by Paul Hoffman. But I have also a deep- 
rooted conviction that trade makes for friends, and we need friends, 
and whether we like it or not, we have come to depend more and more 
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on the rest of the world, and the rest of the world is depending more 
and more on us. 

Senator Fianpers. You expressed that in your second paragraph on 
page 3. 

In looking back to the conditions of trade before the First World 
War, I have always been puzzled by the fact that that seems to have 
been a period of more nearly universal free trade than we have ever 
had. 

Great Britain was free trade. I would say this country was not as 
high tariff as compared with Hawley-Smoot, but tremendous com- 
mercial rivalry developed between Germany : and Great Britain under 
free-trade conditions. 

Now can we be sure that free trade automatically makes friends? 

Mr. Cortney. No, Senator. I do not believe anything will auto- 
matically make friends. Like any kind of business, Senator, it is a 
matter of many conditions to obtain friends. 

You have in mind peace, I suppose, and peace is not only the re- 
sult of trade. I say only that trade between nations will favor peace. 
I do not say it will necessarily prevent war. I never said that. 

Senator FLanpers. Well, I just wanted to suggest that there may 
be intense commercial rivalry under free-trade conditions. It has 
happened. 

Mr. Corrney. That is true. 

Senator Fianpers. And so that we cannot completely equate free- 
dom of trade with peace. 

Mr. Cortney. Except that trade restrictions create conditions 
favorable to conflicts between nations. 

Senator FLaAnpERs. Not completely. 

Mr. Corrney. Senator, if I may give the example of Germany dur- 
ing the Hitler regime. We blundered into war after the 1914 war, 
we really blundered into that war, there was no real reason for it ex- 
cept the blunders of a few statesmen. 

Hitler wanted the second World War and trade interference was 
an instrument of bringing it about. 

Senator Fianpers. Well, this is just a personal point of view, 
as I saw it, and I was in Europe early in 1914. It seemed to me that 
Germany had defeated Great Britain in the contest for world markets 
and that the Kaiser insanely wanted to put the seal of military defeat 
on the fact of commercial defeat. That is the way it looked to me at 
the time. 

Mr. Corrney. Yes, to a certain extent. 

Senator FLanpers. I have not seen any reason to change that view. 
But I just wanted to bring out they are closely interre lated. I will 
accept that phrase. But they are not equated. 

Now, the discussions we have had here as to the advantages of recip- 
rocal trade have largely been related to that possibility which I just 
expressed of each nation doing that which it could do most efficiently 
and exchanging its efficient “produets or services for the efficient 
products and services of other countries. 

Now, I would like to inquire—first, I assume you accept that? 

Mr. Cortney. It is simply competition. 

Senator Franpers. I beg pardon? 
Mr. Cortney. It does not mean anything else but competition. 
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Senator Fianpers. It means competition ? 

Mr. Cortney. Yes. 

Senator FLanpers. And business going to the most efficient ? 

Mr. Corrnry. And we stand for competition, I am sure. 

Senator FLanpers. Yes. 

Now I would next ask you whether in view of your acceptance of 
that principle you feel that the peril point and the escape clause pre- 
vent the good results of freer walla: 

I have the impression from your paper that you are a little bit du- 
bious about peril point and the escape clause. 

Mr. Corrnry. Senator, the position of the council is in this bro- 
chure which would be attached to the statement. 

Senator Fianpers. At the top of page 4? I have not read the bro- 
chure. 

Mr. Cortney. Yes. 

Senator Fianvers. From the first full paragraph on the top of 
page 4, I get the impression that you feel that we are losing some of 
the benefits of the reciprocal trade treaties by the shift of emphasis 
toward trade restriction in the form of the peril point, escape clause 
and security amendments. 

Mr. Cortney. Definitely, Senator. 

Senator Fianpers. Yes. 

Mr. Cortney. I believe that making it too easy to raise tariffs simply 
because somebody invokes injury, which is always difficult to dis- 
om is one way of damaging the results of the Trade Agreements 

ct. 

Senator Fianvers. Would you then definitely say that from your 
own point of view we should do away with the peril point and the 
escape clause and the security amendments? 

Mr. Cortney. Senator, I am here on behalf of the United States 
Council, and the position of the council is clearly stated. 

Now you ask my own viewpoint; I think we should do away with 
the escape-clause and the peril-point. 

I believe these are harming international trade. We ought to know 
at the time when we negotiate reductions in tariffs, whether we should 
concede any reduction or not. Nothing is worse for international 
trade than uncertainty, Senator. 

Senator Fianpers. Well, I think then that your personal position is 
fairly clear. But you also have an institutional position to present. 

Mr. Cortney. That is right. 

Now, Senator Flanders, the institutional position is—I am going 
to read it to you—it is very short. 

The United States Council urges the revision of the present escape clause 
provisions with two general purposes in view: First, to reduce the danger that 
unnecessary escape clause actions will be taken at the expense of the general 
interest ; and, second, to limit any action taken in such a way as to minimize the 
damage to international trade. 

Senator Fianpers. What page is that on? 

Mr. Cortney. It is page 12 of the brochure A modern Trade Agree- 
ments Act, Key to World Markets. 

Senator Fianpers. It is not this one? 

Mr. Cortney. No; it is a different brochure. 

Senator Firanpers. We do not have this? 
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Mr. Cortney. It is attached to the hearings of the House. The 
brochure attached to my statement is a survey of foreign-business men, 
while this is a brochure that our commercial policy committee pre- 

ared. 

It was attached to the proceedings of the House. 

Senator Firanprers. Thank you. Of course this paragraph as read 
will go into the record. 

Senator Frear. Yes, sir. 

Senator Frianpers. I am assuming that the benefits to be—that 
benefits will be derived in the long run by this country from this 
movement toward having each of the trading nations of the world 
doing that which it can do most efficiently. On that assumption some 
of our own industries would, in a sense, be marked up and others 
be marked down. 

Some would be stimulated by their own efforts, and others unable 
to meet competition, would go down in their ability to meet world trade 
conditions. 

Some industries would disappear from some countries—from our 
country—and other industries will increase. As to what disappears, 
and what increases, the decisions of the GATT will have a very im- 
portant effect. 

It seems to me a rather perilous thing to say to this industry: “We 
are going to make it more difficult for you to compete”—and mark it 
really for disappearance by removal of tariffs. 

It is quite a responsibility to take. I hope you would agree that 
these things should be done only gradually. 

Mr. Cortney. This is what the Trade Agreements Act has always 
provided for, and besides, Senator, may I respectfully draw to your 
attention that on our domestic market here, businesses disappear 
every day because of keen competition. 

You would be shocked if I would tell you how often my own com- 
pany is hurt by some new product which is brought out by competitors. 

Now should I go to the Government and complain about it ? 

Senator, I share the conviction that either we are free men and 
responsible for our acts or we stop being free men. 

It is as simple as that. 

Senator FLanpers. In this hearing, the previous witness and I had 
a discussion as to the effect of internal competition in the United 
States in the textile industries going from New England to the South. 

We suffered from that, but we accepted it. 

Now it seems to me the conditions are a little bit more serious in 
world trade and particularly so far as the smaller businesses are con- 
cerned. 

I have used as a type, a very small business, it is the business of 
making spring clothes pins, and I am known to the Tariff Commission 
and to the President’s economic advisers as a man who appears on 
behalf of the makers of spring clothes pins in the United States. 

Now it is a fact that we have two factories of that industry in my 
State, but I am more concerned about the principles involved. 

It has seemed to me that to carry out in full force the doctrine of 
the advantages of differential costs as between nations and industries, 
that the burden of giving up the fight will have to fall in too great 
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a degree on small industries, of which I use the spring clothes pin as 
the type. 

It is the big industries, with widely varied products which will 
best adapt themselves to changes in the tariffs and increases in com- 
petition. 

I do not like to see that added to the present handicaps of small 
business, I do not like to see that added to it, because I have a very 
strong sy means feeling for the small town and the small business 
as a way of life. 

I do not like to see that way of life disappear, and I very much fear 
that it will tend to disappear more rapidly than big business disap- 
pears, as we reduce these tariffs on the products of small industries. 

I am glad of the peril point and I am glad of the escape clause. 
It preserves something that is a way of life which I would not want 
to see disappear. 

Mr. Corrney. Senator, I am not aware of any industry which 

matters to this country, which has disappeared because of the Re- 
ciprocal Trade Agreements Act. 

I am not aware of any. 

And, secondly, Senator, may I also respectfully draw your atten- 
tion to the following fact: When we talk about these matters, we see 
the obvious thing, but we do not see the facts which are not apparent. 

We see whoever claims that he has been injured by imports, but 
we do not see those who have been hurt because we do not export. In 
fact, it strikes me that there are so many more people involved and 
interested in exports than there are in imports, and yet those who 
make the biggest noise are those who claim to be injured by imports 
and not those who are engaged in exports. 

It is a great puzzle to me. There are certainly 41%% million Ameri- 
can people involved in the export trade one way or the other and they 
should really clamor for the rec ee trade agreement. 

Instead of that, we hear chiefly noise from people who are hurt, 
who are supposed to be hurt by imports. 

Be what may, the United States council has accepted the position 
that in certain cases the escape clause is good so that I am not going 
to defend my own convictions against those whom I am representing, 
namely, the trustees of the United States council. I have to abide by 
their position. 

Senator Fianpers. Well, Mr. Chairman, I will be very brief for 
the remainder. 

I just want to say that I have some intimate knowledge of 1 area, 
which is my own State, and of 1 industry, which is the industry in 
which I made my living for 50 years, lacking 2 months, when I came 
here to the Senate. 

The State is Vermont. The industry 

Mr. Cortney. I know. 

Senator Fianpers. Is the machine-tool industry. 

Now the machine-tool industry has been an exporting industry. 

The company with which I was connected before I came here, had 
agencies and branch offices in Europe and sold machinery as far away 
as what we now call Indonesia, before the .turn of the century. 

I see that industry less and less able to export. It is compelled— 
and I do not think it is necessarily a bad thing—more and more to 
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establish branch plants abroad in order to be able to compete for 
foreign business. 

Now that is a tendency, and I just call attention to that as some- 
thing that is happening. It seems to me pertinent to this subject 
we are discussing. 

My other field of knowledge is my own State, and I see various local 
industries making heavy weather of it, not merely the clothespin in- 
dustry, but the textile industries, and the plywood industries, due 
to foreign competition. I am not ‘willing to think of these particular 
small industries impersonally, statistically, objectively. 

; just cannot do it, particularly since it seems to me to represent, 
as I said, a way of life which I would not like to see lost. 

That is one of my difficulties in dealing with this whole subject. 

Mr. Corrney. Senator, I appreciate your sentiments; they are 
quite natural and they do you honor. 

But what would these small industries do if some new devices were 
discovered, and that happens every day ? 

Take for example the famous zipper which our ladies are wearing 
now—— 

Senator FLanpers. We do not have any button factories in 
Vermont. 

Mr. Corrnrey. You see, but some States have button factories. 
No one likes to be hurt in his daily life. 

do not like it when I am hurt by my competitors. 

I do not like it when I am hurt by the $64,000 program on TV, and 
so forth and so on, and you would be interested that when you speak 
to Europeans they will tell you the following thing “We cannot com- 
pete with the United States.” 

You are aware that we are exporting nearly $9 billion of finished 
goods with a high labor content and importing only about $2 billion. 

These are the figures for 1957. 

Now the Europeans tell me, How can we compete with the Ameri- 
can industries? You have got a very big market, mass production, 
mass consumption, low interest rates on capital, an abundance of sav- 
ings and capital, cheap fuel and energy, and all kinds of advantages 
which we have not got and therefore how can we compete with you? 

Senator, my conviction, reached during a long life is that we ought 
to erect a statue to the price mechanism. ‘This is the great master and 
the protector of our liberty. 

We can always interfere with the price mechanism but we shall in- 
terfere only at the risk of our freedom. 

Senator FLANDERS. Nevertheless, the things in which we are strong- 
est are now having heavy going. It is not so easy for the auto- 
mobile, it is not so easy for other mass-produced machinery to meet 
European competition as it used to be. 

The expansion is in a considerable measure taking place abroad in- 
stead of here. I think we have got to look at those ‘things. So I feel 
in a very friendly frame of mind toward the peril point and the 
escape clause. 

Mr. Corrney. Senator, you raised the issue of the automobile in- 
dames and I cannot resist the temptation to make the following 
remark 

Senator Fianpers. I can make the same remarks you are going to 
make, but you make them. 
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I think I might find you in agreement. 

Mr. Cortney. I find it abnormal and not good for our own sake 
and very detrimental to the rest of the world, that one year we should 
be producing 714 million automobiles and the next year we should not 
know whether we can produce 4 million automobiles. 

It is simply due to a lack of restraint and unless we put some wisdom 
in the management of our domestic affairs we shall be in trouble and 
the rest of the world will be in trouble together with us, Senator. 

Senator Fianpers. On the automobile, let me say that I believe the 
industry has made its own difficulties. 

Mr. Cortney. That is right. 

Senator FLanpers. You and I agree on that, don’t we? 

Mr. Cortney. That is right, Senator, that is exactly what I wanted 
to say. 

ah Fianpers. The fact is however that it is going to be difficult 
to compete under sensible conditions with our wage rates and with the 
extension of our productive methods abroad by the same companies 
who are making automobiles here. Ford, General Motors, and others 
have their factories abroad and that is the tendency. Just what the 
end will be, I don’t know. 

But, I still am grateful for the escape clause and the peril point. 
You and I will agree to disagree on that. 

Mr. Cortney. May I tell you, Senator, I began my business career 
by importing into this country steel back in 1924? 

Senator Franpers. In what? 

Mr. Corrney. In the United States, to import into the United 
States, steel. 

Senator Franpers. Yes. 

Mr. Cortney. Now it took me about a year of investigation of the 
market and I spent lots of money for—or what was lots of money for 
me at that time—to know how to import here, to whom should I sell, 
and how should I sell. 

If there had been any escape clause at that time I would not have 
done it, and I know many people who have benefited from the imports 
I have brought into the United States. I could deliver a speech for 
1 hour on this subject. 

Senator Frear. Let’s limit that a little bit this morning, sir. 
| Laughter. | 

Senator Carlson ? 

Senator Cartson. I have no questions. 

Senator Frear. As you recognize, we do not like to limit the time 
of our witnesses, Mr. Cortney, but we do have a long list and we try 
to be courteous to all of them and I want to say to you 

Mr. Cortney. Yes, sir. 

Senator Frear. To you a personal message, that the company of 
which you are president has an establishment in my hometown and we 
are very proud of it. 

Mr. Corrney. Thank you, Mr. Chairman. 

Senator Fianpers. May I apologize to the succeeding witnesses for 
the length of time that I have taken ? 

Senator Frear. I am sure they will accept it, Senator. 

Mr. Cortney. Thank you, Mr. Chairman. 

Senator Frear. You are welcome. 
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I understand Mr. Trescher has relinquished his time temporarily to 
Mr. Charles H. Percy, Committee for a National Trade Policy, because 
of your urgent departure time. 


STATEMENT OF CHARLES H. PERCY, PRESIDENT, BELL & HOWELL 
CO., CHICAGO, ILL., REPRESENTING THE COMMITTEE FOR A 
NATIONAL TRADE POLICY, INC. 


Mr. Percy. Mr. Chairman, I am appearing this morning on behalf 
of the Committee on National Trade Policy. 

Would it be possible for me to submit this testimony in writing and 
use the few minutes that we have to just talk from my own experience 
and present practical examples of some of the problems we are facing 
in foreign competition and possible solutions for them. Also to report 
to you on the significance of two meetings I have attended this month? 

The first one was in Europe early this month. 

Senator Lone. May I suggest the witness have a seat there? 

Mr. Percy. Yes. Thank you. 

Senator Lone. May I ask, Mr. Chairman, that this statement be in- 
corporated in the record so Mr. Percy may comment from it? 

Mr. Percy. Thank you. 

Senator Frear. Without objection, the statement of the witness will 
be made a part of the record. 

Mr. Percy. The reasons that I feel that it might be more useful to 
report directly to you on these two meetings are their pertinence and 
the fact that the discussions embody most of the principles that have 
been talked about in this committee. 

The first was a meeting in Europe early this month with the repre- 
sentatives, top industrialists, of 10 of the Atlantic Community coun- 
tries, the American delegation being headed by Mr. David Rockefeller, 
and the European delegation by Dr. Fritz Berg, who is the chairman 
of the Council of European Industrial Federations. 

The second meeting was early this week, 2 days ago, with 13 top 
Russian industrialists. I think it might be interesting to tell you of 
my observations made over a period of a day and a quarter of inten- 
Sive questioning on both sides. 

Senator Frear. Where was that meeting? 

Senator Franpers. Who did you say these industrialists were ? 

Mr. Percy. These were 13 Russian industrialists who are on ex- 
change visits, and Bell & Howell was 1 of 6 companies that the State 
Department asked to participate so as to enable industrialists from 
this country to go to Russia and see the counterpart type of plants 
over there. 

The statement that I am submitting in writing this morning is 
made on behalf of the Committee for National Trade Policy. This 
committee has 29 directors and they represent the heads of such: 
companies as National Cash Register, General Mills, Gillette Co., 
Jack McCloy, the chairman of the Chase Manhattan Bank; Tom 
Watson, president IBM; Ralph F. Straus, director of R. H. Macy. 

This is a committee of people interested in expanding the trade 
of this country and they represent a cross section of agriculture, in- 
dustry, labor and 126 national organizations who believe in this ex- 
panded trade policy. 
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Senator Lone. May I just ask one question there ? 

Mr. Percy. Yes. 

Senator Lone. I do not mean to be critical but I keep seeing some 
of the same names appearing time and again. 

Is there any limit to how many of these cor porations can belong? 

Some companies appear to belong to all of them. Do you exclude 
anyone or do you accept everybody who wants to be on your com- 
mittee ? 

Mr. Percy. No, sir; these directors are elected by the committee on 
invitation of the board and they have agreed to serve for a period 
of a year or longer in their individual capacities. 

These are representatives—they are perhaps not representing the 
point of view of their company but they are there as individuals. 

Senator Lone. Yes. 

Mr. Percy. And the membership of the board changes as it does 
in the board of a company from time to time. 

The first examples I would like to present come from my own 
experience in the photographic industry. This is my 20th year in 
that industry which is traditionally a highly protec ted industry. 

We have had high tariffs, and the industry point of view has fav- 
ored high tariffs for the products coming into this country. 

I have seen and been in most of the photographic plants of the 
world. I have been in photographic plants several times in Japan, 
and seen people making products comparable to ours and earning 
30 cents an hour; in Germany, 45 cents an hour; in Switzerland, 70 
cents an hour. It is very h: ird to name a country that does not today 
manufacture photogr aphic products. 

This year I was in a Swiss plant that is our largest competitor from 
abroad. They extended the courtesy to me in an exchange visit. They 
visited our plants and I visited theirs. It was very interesting when 
your committee talked about inflation earlier this morning to see one 
of the ways that Switzerland has been able to maintain a fair ly sound 
Swiss franc. 

In visiting this plant, which was 144 years old and our largest com- 
petitor abroad, I was quite surprised to see that of their three- -quarters 
of a million square feet of manufacturing space no plant was older 
than 8 years, and that the machine tools ‘within that plant were the 
most modern of any plants I have visited. 

I asked them how a company of that size could possibly afford that 
type of equipment and all new plants. They said “We cannot afford 
not to. The Government encourages us to keep our equipment and 
our plants up to date through tax incentives. We are allowed to 
write off our plants at 15 percent a year and our machine tools 100 
percent in the first year of their purchase. This is in contrast with 

tax laws in the United States that allow only a 214 percent amorti- 
zation on buildings and 16 to 17 years for machine tools. 

I think this is an important way to fight inflation. We can only 
fight inflation and increasing costs ‘by capital investment and I think 
it is a sad commentary on this country and its tax system that we 
tax capital investment at a much higher rate than most other coun- 
tries do. 

As to how a company can meet such competition from abroad, I 
would like to turn to Bell & Howell’s experience. 
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We have some 4,000 employees. We are the largest manufacturer 
in the world essentially devoting our efforts to motion- picture equip- 
ment. There are well-established industries in England, Switzer- 
land, Austria, Germany, and Japan competing against us. 

The first example is a camera with which I am quite familiar, 
because in this country we used to have low cost labor at one time and 
I was part of it. Twenty years ago, on the assembly lines at Bell & 
Howell, I assembled this camera. 

I was paid the average wage of the time—40 cents an hour. This 
was an 8 millimeter movie camera that sold at $49.95, the cheapest 
price at which we were able to market that camera with 40-cent-an- 
hour labor. 

If we priced this camera out today at today’s average labor rate 
in our plants of $2.25 an hour, it would cost better than | $200. 

This is what causes inflation, if we simply pass these cost increases 
onto the consuming public. 

We recognized that at this rate we could not possibly meet the for- 
eign competion and the competition of our own domestic industries 
who would do a better job after the war. The challenge issued to our 
engineering staff, our production engineers, our entire organization 
was that if we had to price this out, m: anufacture it and design it the 
same way we did before, we would be out of business. 

So here is the camera that we introduced in 1952. It was intro- 
duced at that time with features superior to the features of the other 

camera, a finer lens, better viewfinder and so forth. With ingenuity 

of design, of tooling, and a tremendous capital investment and an 
average labor rate of over $2 an hour, we priced this out at $49.95, 
exactly the same price as the prewar camera. 

Actually this camera today sells for $39.95 because again, not sat- 
isfied that we could maintain the market at that price, we constantly 
worked to decrease our costs by improving our methods. 

Now it could be said, and it has been said, that many industries 
because of their very high labor content cannot compete. I have yet 
to find an industry that has any higher labor content than our own 
lens division. We manufacture many of our own lenses in our plant 
in Chicago. 

We never produced them until World War IT when we could not 
buy lenses from abroad and the United States Government : asked our 
company, along with others, to get into the lens manufacturing busi- 
hess. 

In lenses labor is the essential factor. I brought along a finished 
lens, which is typical, and the total raw material used in the manu- 
facture of that lens. 

This is a piece of optical glass, and this is a piece of aluminum bar 
stock. 

We take this glass, mold it into blanks, grind the lenses, turn this 
aluminum on a screw machine to a mount, and this is the finished 
product that results. 

The raw material costs less than a dollar. The finished lens sells 
at a retail price of $40. 

So the difference is labor. 

We recognize that we could not possibly compete with the highly 
proficient lens manuf: icturing industry in Japan and Germany, using 
the same methods that they use. 
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Therefore, we have used the threat of foreign competition with our 
own manufacturing executives and design engineers to ask them to 
develop designs that are ingenious, to have them develop tools that 
will back up the American worker, employing his abilities in the 
way an American worker earning over $2 an hour has to be employed, 

‘ather than the way he might be used abroad. 

This is the only way we are able to compete, and our own lens divi- 
sion knows that we will buy freely from abroad, if they cannot com- 
pete, because the customer for the finished product does not care 
where the lens comes from. 

He just wants the end result: pictures on the screen. 

Competition from abroad has forced our own lens division (and 
our supervision admits this) into developing techniques that other- 
wise they never would have developed. 

This is one solid answer that we have found to fight inflation. If 
we in this country believe in competition, we must then believe in it 
wholeheartedly, for it is competition that will keep down the cost 
levels of this ‘country, and that will constantly allow us to increase 
our standard of living. It does not matter whether it is competition 
from within this country or from abroad. 

In addition, we have just released a new electric eye movie camera 
that embodies every single feature that a customer would want. 

This is ingenuity of desi gn at its height, I think. 

Here you have no lens ‘setting at all to make. The energy from 
light, whether it is artificial or sunlight, is converted to a minute 
particle of electricity, which regulates and runs a meter, which in 
turn controls the iris. The customer never has to worry about light. 
He simply shoots. 

This camera of a recession in an industry that ordi- 
narily might be depressed at a time like this—is back-ordered. We 
simply can’t make enough of them. 

When we offer an ingenious product to the customer and the public, 
they have the money to buy it. Our own company sales in the midst 
of this recession are 20 percent ahead of last year’s, attributable en- 
tirely to ingenious designs and our constant effort to keep our cost 
levels down, and our fighting this battle of inflation rather than sim- 
ply passing on the costs to the customer. 

Regarding the European meeting that I attended, the Europeans 
called this meeting at a private level. These were key industrialists 
from 10 European countries. They called it at a private level be- 
cause they felt we could talk off the record, freely and frankly to 
each other and express our worries and concerns. 

These were leading industrialists who have worked with our coun- 
try for many years. 

They were concerned about the American recession and whether 
it would spread to them. But their grave concern, the constant ques- 
tions that came back to us were “Will this recession in American cause 
America to go isolationist, to raise their tariffs, to try to protect em- 
ployment at home? 

We assured them that this question was receiving every possible 
consideration by many groups in America, as well as ‘by the Congress 
of the United States. We showed them that the reciprocal trade bill 
after all was put in in 1934, and in the testimony that I have read 
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in introducing that bill, it would appear that one of the major reasons 
was to counteract the retaliatory action taken against this country 
when the Smoot-Hawley tariff went in, in 1930. 

This was a job creating bill that was passed in order to give the 
power to our administration to negotiate downward the high tariffs 
that were raised against our exports at a time when we raised our 
tariffs against the imports coming into this country. I was positive, 
I am positive today, that the policy of this country will not change 
its course drastically overnight, simply because we have a temporary 
pause in the growth of our economy in this country. 

In fact, it would be disastrous to the employment in this country 
and the 41% million jobs that do depend on export-import trade if we 
were to raise our tariffs at the very time that others abroad are be- 
ginning to lower theirs on a dramatic scale. 

The Europeans spent a great deal of time telling us what they in- 
tended to do in the Common Market. 

These were the men really responsible for creating the Common 
Market, and they talked at great length about its potentials. If they 
were to reduce their tariffs in this Common Market on the products 
coming in from the United States will the American delegations have 
the authority over a long period of years to negotiate downward 
the tariffs in this country against the products that they would like 
to ship to us ? 

The extension time of 5 years is, in my opinion, on the minimum 
side. If it were shorter than that, power would be lost to our own 
delegations negotiating for reductions in tariffs over there. And, 
after all, we do ship to the common market countries each year, $3 
billion worth of products from this country, representing some 500,000 
jobs in the United States that certainly we would not wish to place in 
jeopardy at the very critical time that they have the authority to 
reduce tariffs over there, if we reduce them here. 

I think we should also recognize that they have signed an agree- 
ment among themselves to reduce their tariffs to zero as against each 
country over a period of 12 to 15 years, and this is a far more dramatic 
step than we are taking in our 5-year extension. 

It would almost seem if we had a shorter period of time that we 
would be in a hypocritical position. We believe in competition as 
long as it is not competitive with us. It would seem to me to be con- 
sistent with our beliefs in competition and free private enterprise 
that we would be willing to go even longer. 

The last comment I would like to make is in connection with the 
visit of the Russians. I must admit that we were somewhat skepti- 
cal as to whether we should even permit their visit to our plants. We 
debated it at some length. 

In fact when the State Department asked us if we would grant 
permission to visit the plant, the chief of the Russian mission, who 
is the deputy chief of the state planning commission or the second in 
command in charge of all Russian production, was quite surprised 
that an American company would have the right to say to its Govern- 
ment. “We will or we will not allow you to come into our plant.” 

I spent considerable time with this group of Russians trying to 
explain to them the concept of private property in this country and 
the sanctity of it: that if the President of the United States him- 
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self wished to enter our plant or our homes he would not have the 
right to do so on his own authority. This was a shocking concept 
to them. 

I think we probably benefited from this visit far more than they 
did. 

I know that 75 percent of the questions came from us to them, 
and we learned a great deal about the state of their technology and 
where they stand. And we were very surprised to find the ‘tadical 
thinking that they are introducing. 

First of all in the question of aid, they are taking this whole con- 
cept of ours and they are extending aid at a very rapid rate. 

In fact 

Senator Fianpers. What? 

Mr. Percy. Aid. The Russian policy now is to extend foreign aid. 

Senator Fianpers. Yes. 

Mr. Percy. In very large measure to a great number of countries. 
What they are doing is concentrating this in certain critical areas, 
and in seven key uncommitted countries they are extending more aid 
than we are at this time. 

But at the same time we are passing an aid bill, it would be, I think, 
again hypocritical if we did not pass a liber al trade bill that said 
to the world “We are willing to help you with grants and gifts and 
technical assistanc e, but we prefer to trade with you and in “the long 
run this is going to be our policy toward you.’ 

The Russians have just copied our techniques i in this regard. They 
are now extending large-scale aid which is totaling one billion 
nine hundred million dollars since they began this program in 
Afghanistan in 1954, and they are negotiating trade agreements with 
a vast number of countries. 

It certainly indicates that political friendships, or at least. political 
ties do follow the trade lines. We find Russia stepping in at the 
critical period now, buying surplus cotton from Egypt, surplus rice 
from Burma. Just, within recent years, I have been in Ceylon and 

talked with the Government people there, and it impresses them 
when they see the Russians come in and buy surplus rubber at just 
the right time from them. 

Early this month I talked with the Turkish delegation at this 
European conference and they say, “How can we not trade with the 
Russians when they step in and buy at higher than world prices our 
tobacco and our raisin crop on which we are so dependent?” and they 
are doing this all over the world. 

They are negotiating right now with Brazil on coffee, and of course 
we had a dramatic illustration of what happened when they have 
stepped in and replaced us as Iceland’s No. 1 customer for fish. 

Senator Frear. I am sorry, but I must remind the witness we are 
operating under the 20-minute rule and your 20 minutes has expired. 

Senator Flanders? 

Mr. Percy. I shall conclude my testimony at this point then. 

I would merely like to say, Mr. Chairman, that I have come to the 
belief that this bill should be extended from the firm conviction that 
it is a good thing for our country. 

I know in the photographic industry it will make us work a great 
deal harder, but I think we should subordinate our selfish or industry 
interest to the national interest. 
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Senator Frear. Well, the acting chairman would like to commend 
you on a very fine presentation you have made, It was extremely 
interesting. 

Sit down; there may be questions, 

Senator Flanders ¢ 

Senator FLanpers. This is a two-way street. 

Mr. Percy, I would like to compliment you on the finest presenta- 
tion of the American method of meeting competition that I have 
lately heard. 

I also wish that the whole United States Senate and the House as 
well could hear and understand your remarks about depreciation and 
its effect on the stimulation of American production and employment, 
and I am sorry that they will not, but perhaps some of us can reflect 
it on the floor on appropriate occasions. 

I would like to ask 1 or 2 questions. 

One of them is this: Do you feel that the ingenuity, both in de- 
sign and production which you have described, is applicable to— 
widely applicable to—other industries and other products ? 

Mr. Percy. Yes, sir; I do. 

I think that any time we say, “We have reached the ultimate, that 
we cannot go any further in any industry, in any concept, in any 
policy,” we are licked at that point. 

Senator Franprers. Well, now—— 

Mr. Percy. When we admit defeat and say “We cannot improve,” 
then I think we are in a sad state of affairs and I do feel that these 
principles now in varying degrees, Senator, are applicable to any 
industry in the United States today. 

Senator Fianprers. What would you feel were the chances of the 
textile industry meeting its competition by means such as you have 
described ¢ 

Mr. Percy. I think that today the evidence is very strong that 
the textile industry in this country is still a strong industry. 

We are exporting more textiles today, I believe, than we are im- 
porting, so that our textiles and our fabrics are holding up in world 
markets. 

It is true they are subjected, as we are in our industry, to a cer- 
tain amount of incoming competition and this is discomforting to 
them. It is discomforting that some of their patterns and things 
like that are copied so quickly, and I deplore this. 

But on the other hand, I still come back to the fact that their 
industry, and the condition and the plight that they are in must 
simply adjust to the economic conditions of world markets. 

Senator FLanpers. I would say that the present textile industry 
is the result of American enterprise. The Ring spinner, the North- 
rop loom, and the management practices which ‘have so tremendously 
expanded the number of looms an individual operator works, were 
all developed by the kind of enterprise that you have described in 
your industry. 

But all these skills, all this equipment is exportable and in a more 
or less mature industry the going is a little bit harder than it is in 
some others. 

Do you have any tariff protection at all? 
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Mr. Percy. Yes, we have. Our tariff on some of our products has 
been as high as 45 percent. 

Senator FLaNnpers. What is it now ? 

Mr. Percy. It is not now. On the products, motion-picture sound 
projectors for instance, one of our biggest items (we are the largest 

manufacturers in the world of motion-picture sound projectors), our 
tariff on motion-picture sound projectors has come down through the 
years from 45 percent to 1334 percent. 

Our tariff on cameras, all of a sudden came down in the last 2 
days of the authority that existed under the old act 3 years ago, re- 
duced, I suppose as a result of my testimony in the House at that 
time [laughter] and as compensation for the Swiss, because we raised 
the tariff on watches and, therefore, Switzerland was incensed against. 
this policy on our part. I suppose the Tariff Commission then threw 
in a reduction on motion-picture cameras, knowing we would not 
object to it too much. 

They reduced it in 1 day from 25 percent to 15 percent and that 
is a 40 percent reduction in 1 day. 

Senator FLanpers. Are you dependent on that 1314 and 15? 

Mr. Percy. If we were, sir, I would sell my stock in the company. 
In fact, as a small stockholder in a number of companies, my wife 
received the annual report recently of one of the largest companies 
in the United States, in which they stated the peril they were in 
because of foreign competition and urged their stockholders to write 
Congress. And yet that year they earned the biggest profits they had 
in their history. She wrote them back and said “if they actually were 
that dependent for their security and well-being on the tariffs they 
enjoyed in their industry, she thought she would sell her stock. 1 
would advise her to do so. 

I hope we are not dependent on tariffs and—this is the thing—if we 
rely on such artificial supports we will be in a vulnerable position. 

Senator Franpers. Do you feel there are no companies that are 
dependent on it? 

Mr. Percy. I think a great number of companies are dependent 
on it, sir, and generally these are the industries that are the least 
efficient relatively—the reason the textile industry has to pay so 
much for labor is not because of foreign competition but because they 
are competing for labor with Detroit, which uses labor more effic iently 
than the textile industry. This is what sets the rate. 

Senator Fianpers. But that is one of the facts of life. 

Mr. Percy. That is right. 

Senator Fianpers. So they have to reckon with it? 

Mr. Percy. That is right, sir. 

Senator Fianpers. I think that we have to reckon with that. 

Now, I am just wondering to what extent your experience is appli- 
cable when it comes for instance to plywood as another example. 
I mentioned the textile industry. I question whether the same oppor- 
tunities for improvement exist for that type of industry as exist for 
a highly engineered industry, both in design and in production such 
as yours. 

I would first commend you for what you have done, and then hesi- 
tate to say to every industry “Go now and do likewise.” 

Mr. Percy. May I comment on the plywood industry, Senator? I 
would like very much to have you visit our own plywood plant. We 
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are manufacturers of plywood. We have been now for many years. 
We simply did not feel that that industry was highly enough mech- 
anized to produce the product at a cost that our customers are willing 
to pay. 

Therefore a number of years ago we opened our own wood shop, we 
buy veneer from Minnesota, aa other States, and we manufacture 
our own plywood under mechanized methods. 

We use the latest devices we possibly can. Our buying department 
has absolute authority to buy plywood from any place 1 in the world. 
We have been trying to get out of this business for many years, but 
every time we threaten to pull out of it if our managers are not 
using that space profitably, because it is expensive plant space, 
our own people find a new technique, a new method to reduce the 
costs a little bit lower and they undercut the costs that our buying 
department can obtain on ply wood. 

Senator Fianpers. Do you shave off the plywood from the log? 

Mr. Percy. No, sir; we do not. We buy the veneer and bring it 
in in flatears right to our plant. 

Senator Fuanpers. I am talking about the production of your 
veneer. 

Mr. Percy. Yes; we are free to buy veneer anyplace in the world. 
Our customers do not know where the veneer comes from, and we 
still have found that, for the particular quality we want in our prod- 
uct, domestic veneer is superior to imported. 

Senator Fianpers. That is all I have, Mr. Chairman. 

Thank you. 

Senator Frear. Senator Long / 

Senator Lone. I did not ask the previous witness about this matter, 
but. I am sure you have thought about it, too. 

A previous witness testified for the executive council of the Inter- 
national Chamber of Commerce, and one of his vice presidents is 
also executive vice president of the Standard Oil Company of New 
Jersey. 

Do you have any idea if Standard Oil, using its own machinery 
and labor, can use them as efficiently in another country ? 

Mr. Percy. Using our technique 1 in a foreign ¢ ountry ; 

Senator Lone. With American labor and American management. 

Mr. Percy. Yes. I have an interesting example of that. 

We used to own a company in England, the largest lens-manufac- 
turing company in England. We sold this company to British capi- 
tal 1) years ago, but we still buy lenses from them. 

When we introduce a particular lens here, we always offer them 
the opportunity to quote, and when they saw the prices and the costs 
that we had developed for this lens they placed an order last month. 
With 65-cent labor in England, they placed an order and bought 
2,500 of these lenses from us this month, so that I do think we can, 
sometimes you can, take those techniques and put them abroad. 

Whenever we can buy abroad something at lower cost than we 
can produce it here we do. But this is a very small percentage of our 
ceaieatinn, The type of thing we are looking for abroad is the 
type of thing that requires a great deal of hand labor, where we cannot 
sufficiently tool it. We have mechanisms that come from abroad, that 
we introduce in there where we just simply cannot tool it sufficiently 
to produce it as cheaply here as there. 
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But again, the customers are the people that are king in this country 
and the “people that we serve in our company. Our job i is to get the 
lowest possible cost to them consistent with the quality of the pr roduct. 
That is our job, and we will buy anyplace. 

But while we have been pursuing this policy, our company has 
grown in my period of time with the company from 900 employees 
to 4,000 today. Ever since reciprocal trade has been in our t tariffs 
have gradually been lowered on our product, and our company’s 
growth has been from a prewar high of $5 million a year to, this year, 
$55 million a year. 

The wages of our plants are going up, our sales, our earnings, and 
our plant investment. 

I just cannot see that we can—or need fear—foreign competition, 
Senator, as long as we worry with some direction to it and see that 
this is an opportunity for us and a challenge to use American labor 
to a more ingenious extent. 

Take the Russians, for instance. All they are interested in is auto- 
mation. They want to leapfrog right straight over today’s. tech- 
niques and go right into automation, and they are highly proficient at 
it and know what they are talking about when they look at automa- 
tion in this country. In fact, they were frankly disappointed at the 
lack of automation they were able to find in the United States. 

Senator Lone. You say that is your problem in your industry in 
this country. In the oil industry, however, American companies have 
concessions abroad. Standard of New Jersey can go to Kuwait or 

Sandi Arabia, take their American rig and driller, pay them more 
money, and not worry about low labor costs, drill down 2,000 or 3,000 
feet, and bring in a well producing a million barrels of oil a day. 

If you drill 5 times that depth in this country, and you bring in a 
well that produces 100,000 barrels a day, you think you are doing 
well. 

The labor costs on that foreign well are not 1 percent of the cost 
of production. Over a period of time, do you think that a domestic 
producer can sell below the foreign cost ? 

Mr. Percy. Senator, you are an expert on oil, and I am not. Could I 
just give you an amateur’s viewpoint of it? First of all, as we take 
oil out of the ground, we are depleting our reserves in this country, 
and I would worry if we prevented oil coming into this country and 
exhausted our resources. So I like to see oil coming in to preserve 
the oil in the ground that we have here, to a degree, “not to w ipe out 
the industry, of course, but I think we should continue to buy from 
abroad at the same time we are producing here. 

Second of all, I think the competition from abroad—— 

Senator Lone. Let’s just explore it for a minute. 

Mr. Percy. Yes, sir. 

Senator Lona. Foreign competition has 25 percent of the domestic 
petroleum market, and I do not see any reason for them to have 100 
percent. 

Where are we going to ta if our domestic oil industry is destroy ed, 
the Suez Canal closed by Nasser, and communism prevails among 
the people of Venezuela who have already tried to harm our Vice 
President and have spit on his wife? 

Mr. Percy. I am very opposed to any policy that would destroy the 
American oil industry, and I am sure we would never even venture 
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close to that, but I thmk we have to recognize that oil coming in 
from abroad tends to put sufficient competitive pressure—I keep 
thinking of the millions of automobiles and the cost of oil and gaso- 
line, and heat to run our plants and factories, and the consumer 
products that come out of that industry. We have to have sufficient 
competition to keep those costs down, because those are the very costs 
that contribute to the inflationary trends, 

Every bit of increased costs that we have in our raw materials, 
fuels, whatever they may be, is passed on ultimately to the consumer 
and, if he is not getting v value for it, it is inflation. 

So that I think that competition 1s good. 

I would say the ingenuity of the oil industry in this country will 
stand up over the long pull to a moderate amount of competition 
coming in from abroad, not up to a dangerous point, but I would 
be very fearful if we did not have competition from abroad and if we 
were exhausting completely our resources in this country and not 
benefiting from ‘the lower cost oil that can be brou ght in. 

Senator Lone. Do you know how much oil we now have in this 
country ? 

It would surprise you to know we have a 100-year supply. We have 
a supply of oil-bearing shale that will last a thousand years after 
that. 

Mr. Percy. I am not in position to comment on your figures. May- 
be we have some experts here that can. I just assumed that those 
are correct but I would like to check it. 

Senator Lone. In reply to those of you who suggest that you keep 
your oil in the ground, if you need it for national defense, you need 
it right away and not 6 or 8 years after you drill the wells. ; 

You need it at the time the demand occurs. 

Mr. Percy. Senator, could I come back again to the fact that I am 
in no sense wishing to endanger the ends oil industry but on the 
other hand, I would not want to completely prevent 

Senator Lona. Yes. 

Mr. Percy. Oil from the outside coming in. 

Senator Lone. Do you believe that what you point out here is 
the answer for the textile industry ? 

I understand that the Japanese plants are as modern as ours. Our 
ae showed them our techniques and the latest equipment. In 
many instances their plants are more modern than the American 
plants. Do you think this is an answer for their industry ? 

Mr. Percy. I would tend to think that if we did not have such com- 
petition and the threat of such competition that the costs in the textile 
industry would be even higher than they are right now, and that com- 
petition has been a very good thing for the textile industry. 

It is true it is one of the relativ ely less efficient industries in this 
country. 

We do not seem to be able to employ people in this country in the 
textile industry as well as we are employing them in other industries. 

But I do not think they have been wiped out. 

I think we are a big exporting country of textiles, certainly they 
have pressure of competition on them. 

I am sympathetic with that pressure. 

Senator Lone. I wish your company would try to get as far ahead 
of the Russians in outer space as you stay ahead of your competitiors 
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in techniques because from what I have heard it is going to take us 
quite a while to catch up with them. 

Mr. Percy. That is true, and I think the defense of this country de- 
pends essentially on the flexibility, the ability to adjust our policies 
as well as our productive capacity, and I tend to think the more com- 
petition we enjoy in this country, I say enjoy in quotes, the more 
competition we have the harder our managements will work and the 
more efficient and productive we will become. 

Senator Lone. One word about the Russian foreign aid program. 

Are you familiar with the fact they are not giving anything 
awa 

Mr. Percy. I am, sir. These are, as I understand 

Senator Lona. That they are charging for it? 

Mr. Prroy. Generally they are loans around 214 percent. interest. 

Senator Lona. They are not actually aiding but selling. Do you 
see how we can keep them from making any deal they want to make 
as long as they are willing to go below the world market price? 

Do we have any program of selling goods at whatever price it takes 
to make the sale ? 

Mr. Peroy. I had a long talk with the Turkish delegation; the 
chairman of the Turkish industry, was the delegate to this particular 
council, and he showed how they are buying, the Russians are buying 
tobacco at a high price and selling it then, dumping it later at a low 
price and I suppose this country is buying part of that, and also the 
same thing in raisins. He said: “They are paying us a higher price, 
and how can we turn it down?” 

The only way I could counter the argument is, “Are the Russians 
paying you in dollars are in any convertible currency ?” 

“Oh, no, it is not in even Russian currency; it is in products, goods, 
services. You have to take it out in their goods but they are giving 
us a higher price.” 

“What do you get for the high price?” 

“Well, you get machinery.” 

“Ts the machinery good?” 

“Well, not as good as yours; no.” 

“What price do you pay for spare parts?” 

“Oh, my gosh, we have trouble getting spare parts, and when you 
get them the cost is 4 or 5 times what it should be. 

And when you begin to question them they begin to wonder whether 
this idea was good or not. 

Then we tried to show them who is paying for this when they buy 
high and sell low, who is paying the costs, the Russian people. If 
they would do that to their own people, what is their ulterior motive 
but attempting to worm their way into your own country, get machin- 
ery in there and technicians to service it. I think by questioning 
them and educating the delegation on the dangerous trend they are 
taking to make a fast profit today in order to make what appears 
to be a little higher profit, what long-range danger is there? 

Also I pointed out to this man, who had a 12-year-old son who 
was about the age of one of my sons, what kind of an economic system 
is he building for his son to follow ¢ 

Is he taking a profit at the expense of his son later? I hope they 
went back a more sober delegation. 
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I think through education we can counter this perfectly ridiculous 
“loss leaders” ty] pe of thing that the Russians are engaging in now, 
the ultimate purpose of which is perfectly transparent. 

Senator Lone. You realize you cannot keep them from pinpoint- 
ing certain markets and selling below us if they want to take a loss. 
They can do this because it is a Government-operated proposition. 

They do not even have to account to their people for their costs. 

Thank you. 

Mr. Percy. Yes, sir. 

Senator Frear. Senator Carlson ? 

Senator Caruson. I do not want to have any questions. 

It is encouraging to have a young man come in as one of the busi- 
ness executives of this Nation and make a statement that he has made 
here; and, as Senator Flanders suggested, I wish many members of 
this committee, more members and the Senate and House, could hear 
his testimony. 

During our 182 years as an independent Nation, we have been 
blessed because we have had men of vision and courage to build a 
great industrial plant and to build a great Nation; and sometimes 
those of us who sit around this committee hear a lot of testimony 
about what the future looks like; that it looks so bleak. So it is en- 
couraging to get some young man in who not only has vision but he 
has the courage to go out and act, and I do personally appreciate very 
much your testimony this morning. 

You stressed one thing that I think if this committee and this 
Congress does not do something about it we have been a little negli- 
gent in this session, and that is on accelerated depreciation. 

Mr. Percy. That is right. 

Senator Cartson. We are short back of this year about $5 billion 
in the construction of new plants and new equipment in this Nation, 
and I do not believe we are going to be able to compete in this world 
unless we make some sort of provision to reduce this period of de- 
preciation. 

We had a splendid witness here from the University of Virginia, 
not too long ago, a Dr. Abbott, and I know he made a great impres- 
sion on me and on the committee, and I think you rendered a service 
not only in your statement with respect to competition but in the tax 
field. 

Mr. Percy. You might be interested in the Russian’s attitude to- 
ward decreciation, sir. 

Senator Cartson. I would like to have it. 

Mr. Percy. The concept I had was that they are running a system 
of state capitalism. All productive capacity is owned by the’ state, 
but they recognize the value of capital investment and it is very sim- 
ple why they are growing at a rate twice the growth of the gross 
national product of this country, which is a disturbing and alarming 
fact. 

The Russians told us that the state planning commission recog- 
nizes a socialistic incentive which we would call a profit, though they 
do not like to use that word. Every plant manager is allowed to 
build up a reserve for plant and equipment, for plant at the rate of 
5 to 7 percent a year, which is more than double ours. He is able 
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to build up a 100 percent reserve for equipment in 5 years, which is 
3 times ours. 

They take 30 percent of their gross national product and reinvest 
it back in capital formation. 

This country now is down from 20 percent a few years ago to 1444 
percent. And at this rate, the gap is closing very rapidly “indeed. 

This problem, if we look at the long-range picture, is the thing I 
think this committee should really be “concerned with: How ean we 
finance capital formation in this country and provide incentive to 
business to invest in capital equipment, to fight inflation and answer 
other problems we have mentioned today? We really have the over- 
all job of figuring out how we can resist the prevailing trend of his- 
tory, because no nation in history to my knowledge has ever main- 
tained a position of leadership over a sustained length of time, and 
no nation has ever been faced with a power that is politically am- 
bitious and as willing to use its entire economic resources to replace 
us as Russia is today in the international field. 

The Russians told us, in 1972 Russia will be the biggest and greatest 
productive nation on earth, according to their next two 7-year plans. 
They have a zeal and a determination to reach this goal. Look at 
their approach to the problem of capital formation, in contrast with 
the triple tax in this country on capital formation and income from 
capital. 

Senator Cartson. As I study present tax structure, I do not know 
or cannot see of anything that would be much greater boost to our 
entire economy at the present time than making some changes in our 
depreciation structure. 

Mr. Percy. Thank you. 

Senator Frear. Senator Bennett ? 

Senator Bennerr. No questions. 

Senator Frear. I will not ask your political affiliation, Mr. Percy, 
but it is quite obvious you must bea Democrat. [ Laughter. | 

We would have difficulty in getting you down here in the Treasury 
Department to emphasize the fact of more rapid amortization of which 
some of the men on the side over here, like Senator Carlson and Sena- 
tor Bennett, are in favor of as well as some Democrats. 

I want to commend you for the testimony you have given. 

We are sorry we have taken up so much of your time, but I can 
assure you it has been most interesting. 

Mr. Percy. Thank you, Mr. Chairman. 

(Mr. Percy’s complete statement is as follows :) 


STATEMENT OF THE COMMITTEE FOR A NATIONAL TRADE PoLicy, SUBMITTED BY 
CHARLES H. Percy, PRESIDENT, Bett & Hower Co., CHICAGO 


The Committee for a National Trade Policy welcomes this Opportunity to 
express to the Finance Committee of the United States Senate support for a 
5-year extension of the Trade Agreements Act as approved by the House of 
Representatives through the passage of H. R. 12591. 

We support the extension of the reciprocal trade program for 5 years as the 
minimum necessity, and would have preferred a much longer extension. Since 
its inception in 1934, this program has proved its worth by increasing our trade 
with other nations, by providing markets for American goods and hence provid- 
ing jobs and income for American business, agriculture, and labor. The trade 
program has served the national interest, and served it well. Our trade program 
has been a keystone of American foreign policy. Channels of trade have been 
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channels of friendship between the United States and the other nations of 
the free world. 

There have been 10 extensions of the Trade Agreements Act since 1934, of pe- 
riods ranging from 1 to 3 years. In this 24-year period, the reciprocal trade 
program has proved its worth so well that there should now be little if any 
objection to a long-term extension of the act on the merits of the program alone. 
Moreover, there are several new factors which make a longer extension impera- 
tive at this time. Uppermost among these new factors are the development of 
the European Common Market; Soviet economic penetration into American free 
world markets and trade overtures to underdeveloped nations; the need for sta- 
bility of “rules of the road” in our trade relations; and the need for a con- 
tinuation of trade expansion to aid us in combating recession at home and 
preventing it from becoming an American export. 

The United States is the world’s greatest trading nation. Certainly when 
our leadership is being challenged, or doubted, in other fields, we do not want 
to allow our free enterprise system to take second prize in the free world trade 
race. There is no second prize in a race with the Soviet Union. 

The United States has long pressed for the firm establishment of a world 
multilateral system of trade with a minimum of restriction against the products 
of any nation. We have believed, in this country, that it is only through such 
a system of trade that the full benefits of international competition can acerue 
to the economies and the prosperity of all nations. It has been the purpose of 
the trade agreements program, during its 24-year history, to achieve that kind 
of a world. Our committee believes that is the kind of world the American 
people want, and we further believe that H. R. 12591 can provide the firm basis 
upon which we can continue to maintain our leadership in this field and our 
influence upon further developments. 

We are all aware, of course, of the recent movements toward regional eco- 
nomic integration, most notably in Western Europe but also in Latin America 
and other parts of the world. It has been United States policy to encourage such 
regional economic integration, particularly in Western Europe where the high 
degree of industrialization and economic development provide the optimum basis 
for such integration. The European Economic Community is today a fact. 

These regional movements need not, in any respect, be inconsistent with our 
objective of a multilateral system provided the external trade of those groupings 
is conducted on a nondiscriminatory basis and that there is renewed devotion 
to the reduction of trade barriers all over the world. 

Six nations of Western Europe are confidently planning a tariff and trade 
policy not for 2 years, not for 3 years, not even for 5 years. Their goal is 
completely free trade among themselves within a period of 12-15 years. The 
spirit behind that kind of planning—that kind of confidence—is something the 
United States played an important part in developing. A 5-year extension of 
our own trade-policy legislation is itself a barely adequate reflection of the 
example our economy and our economic vitality have set for Western Europe. 

The European Economie Community is today at a crossroads. The direction 
it will go—whether inward upon itself in regional autarchy and self-sufficiency or 
outward toward increasingly closer relations with the rest of the free world—— 
will depend, in a very real sense, upon the trade policy which the United States 
Congress adopts this year. 

Western Europe is our most important foreign market. Should the Com- 
munity turn inward, our exports would face increasing competitive difficulties 
within that market as the internal trade barriers were reduced and removed. 
To minimize the effect of these developments, we have the opportunity of 
negotiating downward the Community’s external tariff, and thus reducing 
materially the difficulties our exports would otherwise face. 

As a practical matter, we can do this only if we have an adequate Trade 
Agreements Extension Act. The extension must be for 5 years. There must 
be a tariff-reducing authority of 25 percent. With anything less we simply 
cannot do the job. <A 3-year extension would expire exactly when the United 
States was in the middle of its negotiations with the European Community 
and the other nations which are parties to the General Agreement on Tariffs 
and Trade. 

The Committee for a National Trade Policy would have preferred a bill 
somewhat more ambitious than H. R. 12591. We would have preferred a bill 
which would have enabled us to move forward toward freer trade at a somewhat 
more rapid pace than this bill permits. Nevertheless, the major provisions of 








692 TRADE AGREEMENTS ACT EX'TENSION 


H, R. 12591 provide the essentials for reasonable progress by the United States 
in the next 5 years. 

It has been suggested that a commission be formed by the Congress to under- 
take a study, over the next 3 years, of United States trade policy and the posi- 
tion of United States trade in the world. We would heartily support this 
proposal as providing the opportunity for a major contribution to the national 
understanding of this issue and to the search for new methods and new ideas for 
expanding international trade. The world is moving rapidly and it is urgent 
that we explore thoroughly any possible improvements in our trade policy for 
the future. Under no circumstances, however, would we consider that such 
a commission or such studies as it might make could affect in any way the 
imperative reasons which demand a 5-year extension of the reciprocal trade 
program this year. As we have indicated, this is an essential with or without 
the proposed commission. 

We have dwelt upon the challenge which faces us as a result of the newly 
formed European Eeonomic Community. Quite aside from this development 
and quite aside from the obvious benefits to our own economic growth and well- 
being which the reciprocal trade agreements program has brought and will 
bring in the future, we are now facing one of the most ominous threats in 
our history. This is the Soviet economic offensive which has been so vastly 
intensified in the last year or 2. It represents a major challenge to our foreign 
trade policy and our foreign economic policy. Soviet offers of long-term con- 
tracts, technical aid and barter deals, designed to reorient the trade and econ- 
omies of other countries toward the Soviet bloc, are appearing almost daily in 
the capitals of those countries. Under their populations’ burning drive for 
economic growth and higher standards of living, governments cannot but enter- 
tain these offers unless they can have confidence that the United States is 
prepared to cooperate fully in their efforts toward satisfaction of their needs. 
A liberal trade policy on the part of the United States, a policy which offers 
stability and continuity, is one of the most important contributions we can 
make to that confidence. This kind of confidence is equally essential for the 
private businessman in the United States and abroad in his forward planning 
which is so necessary in free economies. It would be unthinkable for the United 
States, by its actions this year in the matter of trade policy, to desert this field 
and leave it, for all intents and purposes, to the Soviets and their system. 
Yet, that is precisely what a failure to pass this bill, or its passage in a re- 
stricted form, would mean. 

Your committee has been told many times that H. R. 12591 does not provide 
proper protection for the American economy or for particular American indus- 
tries. This is in spite of the fact that the bill encompasses all of the provisions 
affording particular protection which the legislation has ever had, and several 
more besides. The peril point, the escape clause, are retained intact, and the 
national security amendment has been strengthened in this bill before the com- 
mittee. It has been our view that these provisions afford more than adequate 
protection for any industry which can establish the fact of injury resulting from 
increased imports if it is in the total national interest that relief be provided in 
the form of higher tariffs or other import barriers. That the national interest 
must necessarily be the controlling consideration of the imposition of these 
tariffs and import barriers there can be little doubt. 

The best sources of labor statistics in the United States Government show 
that about 4.5 million American jobs are provided by our export and import 
trade at present levels of world trade. If there is need for protection in trade 
matters, it is certain that this large number of Americans should receive their 
fair share of protection, also. Admittedly, a trade program designed to serve 
the national interest may result in damage to the minority because of import 
competition. The Committee for a National Trade Policy has always supported 
proposals for a trade-adjustment program to aid the adjustment or ease the 
transition difficulties of companies, communities, and individuals who are in- 
jured by imports. Such an adjustment program is not a dole or a permanent 
erutch for the segments of our economy which are unable to maintain a com- 
petitive position. A trade-adjustment program is the small cost we should be 
willing to pay to those few who may suffer in order that the entire Nation 
may prosper. We urge that the Congress give due consideration to the several 
bills pending which offer proposals for such an adjustment program. 

The Committee for a National Trade Policy calls attention to the fact that 
the Trade Act of 1934 was passed by the Congress partly as an instrument for 
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recovery from the depths of a worldwide depression. A trade program which 
helped to provide jobs for American workers and markets for American prod- 
ucts in the thirties helped our national recovery. A long-term continuation 
of this program is certainly essential now, at a time of national recession. Ten 
percent of all the movable goods produced in the United States goes into our 
export trade. Any move now which could result in curtailing or crippling this 
trade program would certainly add a threatening new factor to our recession 
problems. 

In conclusion may we reiterate our profound conviction that this bill, H. R. 
12591, is in the interest of the United States, in the interest of its whole econ- 
omy, in the interest of its security and of its general welfare. More than that, 
it is in the vital interest of the whole free world. We strongly urge the Senate 
Committee on Finance to recommend this bill favorably, without amendment. 

The Committee for a National Trade Policy is a bipartisan committee of busi- 
nessmen created in 1953 to promote greater public understanding of the issues 
our country faces in its trade relations with the rest of the world, and of the 
importance of expanded two-way trade to the sustained, sound growth of the 
American economy. 

The committee draws its support from all sections of the United States and 
all levels of American business. It enjoys the support of representatives of most 
sectors of American economic life, and it has worked in close cooperation with 
many national and local organizations representing business, agriculture, labor, 
the consumer, and civic interests. It officers and board of directors are— 

Sidney A. Swensrud, chairman, Pittsburgh, Pa. 

S. C. Allyn, chairman, the National Cash Register Co., Dayton Ohio 

William L. Batt, secretary, Philadelphia, Pa. 

S. D. Bechtel, president, Bechtel Corp., San Francisco, Calif. 

George L. Bell, president, Committee for a National Trade Policy, Washing- 
ton, D.C. 

Barry, Bingham, editor in chief, Courier-Journal and Louisville Times, 
Louisville, Ky. 

I. M. Bomba, vice president, Schieffelin & Co., New York, N. Y. 

Harry A. Bullis, vice chairman, chairman, General Mills, Inc., Minneapolis, 
Minn. 

Thomas D. Cabot, president, Godfrey L. Cabot, Inc., Boston, Mass. 

Philip Cortney, president, Coty, Inc., New York, N. Y. 

John F. Fennelly, Glore, Forgan & Co., Chicago, Il. 

Lamar Fleming, Jr., chairman, Anderson, Clayton & Co., Houston, Tex. 

Carl J. Gilbert, chairman, the Gillette Co., Boston, Mass. 

J. Peter Grace, president, W. R. Grace & Co., New York, N. Y. 

Charles D. Hilles, Jr., executive vice president, International Telephone & 
Telegraph Corp., New York, N. Y. 

Edward Littlejohn, director of public relations, Burroughs Corp., Detroit, 
Mich. 

John J. McCloy, Chairman, the Chase Manhattan Bank, New York, N. Y. 

John A. McCone, president, Joshua Hendy Corp., Los Angeles, Calif. 

Allen W. Merrell, assistant to president, Ford Motor Co., Dearborn, Mich. 

Charles H. Percy, president, Bell & Howell Co., Chicago, Il. 

Elmer F. Pierson, chairman, the Vendo Co., Kansas City, Mo. 

B, B. Richmond, executive vice president, Richmond-Chase Co., San Jose, 
Calif. 

James S. Schramm, executive vice president, J. S. Schramm Co., Burling- 
ton, Iowa. 

Russell G. Smith, executive vice president, Bank of America, San Francisco, 
Calif. 

Ralph I. Straus, treasurer, director, R. H. Macy & Co., Inc., New York, N. Y. 

Charles P. Taft, general counsel, Headley, Sibbald & Taft, Cincinnati, Ohio. 

Thomas J. Watson, Jr., president, International Business Machines Corp., 
New York, N. Y. 

W. H. Wheeler, Jr., president, Pitney-Bowes, Inc., Stamford, Conn. 

Brayton Wilbur, president, Wilbur-Ellis Co., San Francisco, Calif. 


Senator Frear. Mr. Robert L. Trescher, Chamber of Commerce of 
Greater Philadelphia. 
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STATEMENT OF ROBERT L. TRESCHER, CHAIRMAN, TRADE 
DEVELOPMENT COUNCIL 


Mr. Trescuer. Mr. Chairman and members of the committee, my 
name is Robert L. Trescher and I am testifying on behalf of the 
Chamber of Commerce of Greater Philadelphia in support of the 
extension of the Reciprocal Trade Agreements Act. 

I would like to offer in evidence a written statement which ex- 
presses the position of the chamber of commerce. 

This statement was prepared by Mr. Myles Standish who is the 
executive director of the trade development council of the Chamber 
of Commerce of Greater Philadelphia. 

I should like to make it plain that I am not testifying as an expert. 
I am here simply to tell you what the chamber of commerce is, who 
it represents, and what its position is in this matter of the extension 
of the Reciproc: al Trade Agreements Act. 

The Chamber of Commerce of Greater Philadelphia is probably the 
oldest in the United States. It was organized about 1800. It now 
consists of 1,700 members. Those members run the gamut of vir- 
tually all commercial interests from banking through candymaking, 
manufacturing, exporting, importing, food processing, virtually 
everything you can name. 

The Chamber of Commerce of Greater Philadelphia is by no means 
limited to Philadelphia proper. It embraces part of Delaware, the 
focal point of which would be Wilmington. 

It. embraces the southeastern portion of Pennsylvania, the focal 
points of which would be Philadelphia and Chester. 

It embraces part of southern New Jersey, the focal points of 
which would be Trenton and Camden. 

Now the stake of that area in exports and imports, foreign trade 
generally, I think can perhaps best be highlighted by mentioning 
just 3 or 4 points. 

First, the port of Philadelphia is second in the Nation in total 
foreign trade cargo movement and first in import cargo. 

Second, over half the cargo moving through the port of Phila- 
delphia is in foreign trade. 

Third, the economic life and welfare of the city of Philadelphia 
and the entire Delaware Valley area is directly connected with the 
port. 

Next, two-thirds of all industrial workers in this area are em- 
ployed by companies which either buy materials or sell products 
abroad. 

Finally, practically all of our retail merchants, large and small, 
sell products, either grown or manufactured abroad. 

Now, against this backdrop, the chamber of commerce has au- 
thorized me to come down and testify that it, representing that large 
complex of commerce, is heartily in support of the extension of the 
reciprocal Trade Agreements Act. 

Its trade development council, which is 1 of 6 councils that func- 
tions within the chamber, has given the act caréful consideration 
and it unanimously adopted a resolution supporting the extension. 

Then the board of directors, which is a large organization very 
representative of all the industries in the port of Philadelphia area, 
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acted upon it and it too, unanimously adopted a resolution favoring 
the extension. 

I think it appropriate to add that the city council of the city of 
Philadelphia also wi, = a resolution urging support for the exten- 
sion of the Reciprocal Trade Agreements Act. 

The only other pat I would like to make is that I am ae 
that our chamber of commerce, in urging support for the act, 
not thinking solely in terms of Philadelphia. 

I know that its members feel that it is a good thing for the Nation 
as a whole. 

They do not fear competition. They are strongly confident that 
our genius, our business genius in this country, can meet foreign 
competition. 

They favor the extension for the 5-year period. 

Thank you very much, sir. 

Senator Frear. Senator Carlson? 

Senator Bennerr. I suppose the witness will offer his full state- 
ment for the record. 

Senator Frear. It will be made a part of the record in full. 

Senator Carlson ? 

Senator Bennett? 

(No response. ) 

Thank you for that very fine statement, although brief. 

Mr. Trescuer. Thank you. 

(The statement in full is as follows: ) 


STATEMENT OF THE CHAMBER OF COMMERCE OF GREATER PHILADELPHIA PRESENTED 
BY Ropert L. TRESCHER, CHAIRMAN, TRADE DEVELOPMENT COUNCIL 


Founded in 1801, the Chamber of Commerce of Greater Philadelphia has over 
1,700 industrial, commercial, banking, transportation, and service companies as 
members. The membership is drawn primarily from the Philadelphia metro- 
politan area, which is composed of the eight industrial and commercial counties 
of Bucks, Chester, Delaware, Montgomery, and Philadelphia in Pennsylvania, 
and of Burlington, Camden, and Gloucester in New Jersey. In addition, several 
outstanding industrial and commercial companies of New Castle County in 
Delaware are chamber members. 

The decision to support a 5-year liberal extension of the Reciprocal Trade 
Agreements Act was taken in accord with this chamber’s bylaws. The matter 
was first studied and unanimously adopted by the board of governors of the 
trade development council of the chamber. This policy and action was then 
unanimously approved by the board of directors of the entire chamber. 

Resolution No. 275, passed on June 5, 1958, by the Council of the City of 
Philadelphia is attached to this statement to demonstrate that the Chamber of 
Commerce of Greater P hiladelphia is not alone in supporting H. R. 12591. Re- 
ligious groups, labor, and women’s organizations from this area have also voiced 
their approval of this legislation to their Representatives in Congress. 


“RESOLUTION No. 275 


“RESOLUTION Memorializing the 85th Congress of the United States to enact H. R. 
12591, a bill which would extend the authority of the President to enter into trade 
agreements under section 350 of the Tariff Act of 1930, as amended, and for other 
purposes 


“Whereas the port of Philadelphia is second in the Nation in total foreign- 
aid cargo movement, and first in import cargo; and 

“Whereas over half the cargo moving through the port of Philadelphia is in 
foreign trade; and 

“Whereas the economic life and welfare of the city of Philadelphia and the 
entire Delaware Valley area is directly connected with the port; and 
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“Whereas two-thirds of all industrial workers in this area are employed by 
companies which either buy materials or sell products abroad; and 

“Whereas practically all of our retail merchants, large and small, sell products 
either grown or manufactured abroad; and 

“Whereas the city of Philadelphia is historically and traditionally a leading 
center for international peace, and that peace is threatened by barriers to inter- 
national trade, such as high tariffs, import quotas, and similar restrictions ; and 

“Whereas the national leaders of both of our great political parties have urged 
all American citizens interested in our national welfare to support the bipartisan 
reciprocal-trade program, which for almost a quarter century has been the key- 
stone of our foreign-trade policy : Therefore 

“Resolved by the Council of the City of Philadelphia, That we hereby memo- 
rialize the Members of the 85th Congress of the United States to enact H. R. 12591, 
a bill which would extend the authority of the President to enter into trade 
agreements under section 350 of the Tariff Act of 1930, as amended, and for 
other purposes, which is now before the House of Representatives for consid- 
eration. 

“Resolved, That certified copies of this resolution be forwarded to the Speaker 
of the House of Representatives, the President pro tempore of the Senate, the 
Members of Congress representing Philadelphia, and the United States Senators 
representing Pennsylvania. 

“CERTIFICATION 


“This is a true and eorrect copy of the original resolution passed by the Council 
of the City of Philadelphia on the 5th day of June 1958. 
“JAMES H. J. Tarte, 
“President of City Council. 
“Attest : 
“NATHAN WOLFMAN, 
“Chief Clerk of the Council.” 


The port of Philadelphia officially includes the navigable portion of Delaware 
Bay and River from the Atlantic Ocean to Newbold Island. Along the shores 
of that waterway are the port facilities of Wilmington and other communities 
in Delaware; Chester, Philadelphia, Morrisville, and others in Pennsylvania; 
and Trenton, Camden, and others in New Jersey. 

In 1957, just over 100 million tons of cargo moved in and out of this great 
port, making it second in the Nation in total cargo movement. Approximately 
one-half of that movement was in foreign trade, with inward cargo making this 
port the first in the United States for volume of imports. Two hundred and 
twenty regularly scheduled steamship lines, the largest railroad in the United 
States, and 2 other major lines, 350 regularly scheduled highway transport lines, 
and 9 national and international airlines reach out to connect this huge shipping 
district to all parts of the United States and the world. 

In addition to its own immediate area, the port of Philadelphia serves the 
great steelmaking and industrial complex of western Pennsylvania, eastern Ohio, 
and northern West Virginia which has Pittsburgh as its capital. The highly 
industrial Central States and the agricultural Midwest to the Rocky Mountains 
also send their products through the port to all parts of the world. For example, 
the following table shows the volume of grains, coal, and manufactures which 
moved through the port in export in the postwar years 1946-57 for a grand total 
of 58,447,558 tons. 








Year Grain Coal Manufac- Year Grain Coal Manufac- 
tures tures 

965, 471 4, 229, 383 627, 831 let tacieesnedn 623, 780 172, 915 899, 499 

731,853 | 5, 492, 161 472, 368 || 1954........_. 697, 242 480, 874 1, 412, 504 

563, 811 1, 897, 699 229, 794 aaa vette ok 769, 563 1, 036, 442 1, 804, 956 

ae 1 oo | 1,306,207 || 1066..........] 1,242 233 3, 396, 888 6, 123, 196 

77, 31, | 1,054,816 || 1957.......... 76, 627 3, 208, 481 6, 168, 696 

1, 117, 903 2,941,287 | 1,575, 356 oo so —|——— ‘Se 

776, 192 1, 466, 577 1, 321, 827 {| Total..| 9, 583, 280 |125, 777,228 | 23,087,050 

| | 
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! The bulk of these coal exports were Pennsylvania anthracite. 
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It is natural that around the port of Philadelphia district should grow up 
many trades, services and industries which are dependent upon foreign trade 
for their livelihood. With the depletion of Minnesota’s Mesabi Range reserves 
of high-grade iron ores, the American steel industry has been forced to seek out 
and develop sources of these ores outside the United States. Imports of iron 
ore represent only 18 percent of our national requirements but most of these im- 
ports arrive in this port and are processed in increasing quantities in the dis- 
trict. The port handles varied other imports including manganese, chrome, 
nickel, tin, bauxite, cryolite, fluorspar and gypsum in its extensive and modern 
discharging facilities. These ores and minerals are vital to our national econ- 
omy and are either not found in commercial quantities in the United States or, 
if found, supplies are insufficient to meet demand. 

During the first quarter of 1958, approximately 12.5 percent of our national 
requirements of crude petroleum were imported. Of this total, slightly more 
than half arrived in the port of Philadelphia for refining in the important con- 
centration of refineries of adjacent Pennsylvania, Delaware and New Jersey. 
‘This concentration represents about 9.6 percent of the total national refining 
capacity and is a consumer of domestic as well as foreign crude. 

Ready access to steel fabricating plants, electrical and mechanical machinery 
producers—and important paint factories—have permitted the shipyards at Wil- 
mington and Camden to build and repair commercial and naval vessels of all 
sizes. One of the oldest and most important United States naval shipyards is 
also at Philadelphia. The Camden yards, the largest privately owned in the 
Nation, are now proudly building the nuclear steamship Savannah—the first 
atomic-powered cargo vessel which will, along with the electric generating plant 
now under construction in American factories for domestic as well as foreign 
buyers, demonstrate that the United States is leading the world in the peaceful 
use of atomic energy. 

The port district is one of the Nation’s principal food processing areas. 
As the third largest candymaking center in the United States, the Philadelphia 
area imports large quantities of cocoa, sugar and flavorings. Canned and pre- 
pared foods are exported throughout the world. These food processors draw 
heavily upon fruit, vegetable and poultry farmers of the three adjacent States 
for their basic primary materials. 

While the carpet industry is diversified throughout the Atlantic and Gulf 
States, the Philadelphia area is perhaps the largest single concentration. Much 
of the carpet wool (which is not produced in appreciable quantities in the United 
States) and jute which must be purchased abroad, enters the country through 
this port and is processed by carpet factories in the area. The local leather, 
bagging and twine industries, also of national importance, import and process 
hides and skins, sisal, henequen and jute which are not found in the United 
States in the desired commercial quantities. 

The Philadelphia area is rapidly becoming the electronic center of the United 
States. In addition to many products for the American home and homeowner, 
this industry makes a major contribution to our Nation’s modern weaponry 
through designing and building electronic components and systems for naval 
vessels, aircraft and guided missiles. For this growing and vital industry, 
critical raw materials such as mica, tungsten, tin, nickel, chrome and shellac, 
must be brought from abroad. On the other hand, the foreign trade of these 
manufacturers is expanding as the standard of living of foreign consumers rises. 
A similar situation exists for the industrial chemicals and pharmaceutical man- 
ufacturers who combine to make the Philadelphia port district a major chemical 
producing area of the United States. 

Professional and scientific instrument and equipment makers, including surgi- 
cal, medical and dental, make this area one of the most important in this field 
in the country. Their products are sought by foreign buyers. Of similar skills 
and with comparable foreign markets are the area’s tool and die makers, partic- 
ularly those serving the American and foreign automotive vehicle producers. 

Foreign trade is important as well to the economies of the States of Pennsyl- 
vania, Delaware and New Jersey, all of whom have communities, industries 
and agriculture making up the port of Philadelphia district. The United States 
Department of Commerce has recently issued reports on surveys of the impact 
of foreign trade upon each of those States; some of the salient points made by 
those reports are: 

Pennsylvania, the survey revealed, has 8 major manufacturing classifications 
which had a proportionate share in the total United States exports for 1956 
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of $764.7 million. In the 1956-57 marketing year Pennsylvania’s agriculture 
had a proportionate share of $45.5 million. 

The specific companies mentioned in the Pennsylvania report as engaged in 
foreign trade span ‘the industrial spectrum and were from small in size to 
industrial giants. The communities in which these companies have factories 
are diffused throughout the Commonwealth of Pennsylvania, from Washington, 
Pittsburgh and Erie in the west—to Morrisville, Philadelphia and Chester in 
the east. Pennsylvania, which ranks as the first State in the Nation in the 
production of metal and mineral products, and second in the total value of 
manufactured goods, exports its produce throughout the world. In turn, many 
of those factories are dependent upon foreign sources for raw materials. The 
State’s food processors similarly look abroad for sources of both supply and 
sales. 

Delaware has an important stake in our national foreign trade. While small 
territorially, it is the home of the world-famous du Pont Co. which, together 
with the Atlas Powder Co. and the Hercules Powder Co., exports large quanti- 
ties of various chemical products and cellulose and procures a wide variety of 
raw materials overseas. The American Brake Shoe Co., the Carrier Corp., 
and the National Vulcanized Fibre Corp. are also singled out by the United 
States Department of Commerce report as having important export business. 
The well-known packing firm of Libby, McNeill & Libby draws on Delaware 
agriculture, according to the report, to export canned meats, fruits and vege- 
tables, and, in turn imports flavorings and seasonings. 

Delaware’s proportionate share of the total United States exports in 1956 
was $27.9 million of which 5 industrial groups exported an estimated $25.1 
million. 

On the subject of agriculture, the report shows exports broken down into the 
following groups (State’s proportionate share of United States exports) : 


a a catalan ieabairieibiaanensenots $1, 158, 000 
ir ena mieten wean 838, 000 
Cee a eecatenteena ine tienirnaadinnn 486, 000 
Neen eee eine catered eaten a outinaan 195, 000 
os eceiblad boasny abe einai inane iremanintetiiaenhee 169, 000 


New Jersey has 8 principal industrial groups which had a proportionate share 
in United States exports for 1956 of $573.7 million. Its agriculture in the 
1956-57 marketing year had a proportionate share in excess of $14.9 million. 
The highly diversified, widespread industry of this State exported electrical 
machinery, communications equipment and a wide variety of electrical equip- 
ment and consumer products. New Jersey’s important industrial chemical 
and pharmaceutical industries draw upon foreign sources of supply for raw 
materials and export their products throughout the world. The world-famous 
food processors in the Garden State export appreciable quantities of their 
products and, in turn, are dependent on overseas sources for varied ingredients. 

This chamber of commerce believes that the above evidence points clearly 
to the direct interest of the port of Philadelphia district, and of the 3 States 
of Pennsylvania, Delaware and New Jersey, in. a continuing reciprocal trade 
program as contained in H. R. 12591. The bill provides adequate protection 
for those industries which are vital to the national security. 

The chamber is conscious of an obligation by the Nation to those workers 
and companies whose employment and business is hurt by foreign products 
allowed into the United States as part of the overall national foreign eco- 
nomie and trade policy. To fulfill that obligation, the chamber urges the 
Congress to give full and early consideration to §S. 2907, H. R. 9505 and other 
pertinent legislation so that temporary relief of an investment nature may be 
justly accorded to those hurt in the national interest. 

On the matter of foreign competition, the chamber believes the American 
industry on the whole is more than qualified to meet foreign competitors on 
price and quality. Such competition will, in the long run, prove no different 
than normal competition within and between domestic industries. Further, 
such competition can be expected to sharpen the technical and managerial skills, 
cost consciousness and general efficiency of American manufacturers, 

The chamber opposes high tariffs and import quotas because they do more 
harm to the majority of American exporters (merchants or manufacturers) 
than they afford seeming benefits to the handful of American manufacturers they 
would protect. Further, reasonably lowered tariffs enable the countries to 
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which we sell to pay us with their products, normally raw materials or food- 
stuffs which are not available in the United States in commercial quantities. 

The chamber advocates at least a 5-year extension of the Reciprocal Trade 
Agreements Act because modern business must make long-term plans, particu- 
larly in this age of growing automation, which includes marketing and finance 
as well as automatic factories. This is especially applicable to companies whose 
operations are affected by foreign trade, whether imports of raw materials or 
exports of manufactures. 

The chamber supports H. R. 12591 because it is an additional means toward 
finding expanding markets overseas for the products of American factories and 
farms. The incredible increases in industrial and agricultural productivity in 
the United States makes the need for foreign markets self-evident and 
imperative. 

These are among the many reasons why the Committee on Finance and the 
Senate have received so much evidence of the overwhelming support in the 
Nation for H. R. 12591. This support bespeaks a high degree of statesmanship 
and political courage, which has been shown by a majority of the Members of 
the House of Representatives in voting 317 for and 98 against this bill. 

This chamber of commerce is particularly proud of the 12 out of 13 Members 
from the tristate port of Philadelphia district—of all 6 Members from the city of 
Philadelphia—of all 4 Members from Pittsburgh—of the 20 out of 30 Members 
from the State of Pennsylvania—of the Members at Large from the State of 
Delaware—of the 8 out of 14 (with 2 not voting) Members from the State of 
New Jersey—avho voted for this vital legislation. 

The chamber respectfully urges the Committee on Finance to approve H. R. 
12591 as passed by the House of Representatives and to assume the leadership 
on the floor of the Senate in securing passage by a comparable majority. 


Senator Frear. Mr. John C. Ray, Greater Detroit Board of Com- 
merce, 





STATEMENT OF JOHN C. RAY, GREATER DETROIT BOARD OF 
COMMERCE 


Mr. Ray. Mr. Chairman, my name is John C. Ray, and I am here 
representing the Greater Detroit Board of Commerce and speaking in 
behalf of the extension of the Reciprocal Trade Agreements Act. 

I have a prepared statement here which is some 8 pages long, but 
being considerate of the committee’s time and realizing the fact that 
there are some 5 or 6 other witnesses appearing today, I would prefer 
not to read the statement. After listening to Mr. Percy speak, I be- 
lieve there is very little that I can add to what he has already stated; 
he made a very convincing statement for the extension of the act. 

Senator Frear. Your complete statement will be made a part of 
the record. 

Mr. Ray. Yes, thank you, Mr. Chairman. 

I would like to highlight a few points from my statement: 

The Greater Detroit Board of Commerce has some 6,400 individual 
members representing 4,020 firms in the metropolitan area of the 
city of Detroit. The membership consist not only of the automobile 
industry but also such important industries as machine tool acces- 
sories, metal stampings, hardware, gray iron foundries, inorganic 
chemicals, pharmaceuticals, and office mac hinery. We also have 
large brass rolling and copper mills, and numerous substantial paint 
and varnish plants. We produce a large volume of iron and steel, 
rubber tires, industrial machinery, and aircraft parts. 

A few years ago a survey was made of the State of Michigan by 
the Legislative Reference Service of the Library of Congress, on 
request “of several members of the Michigan congressional delegation, 
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to determine just how the State of Michigan was tied in with the 
foreign-trade interests of the Nation. 

_ The survey covered 76 percent of all employment in manufacturing 
im the State of Michigan, and disclosed the following results: That 
8 out of 10 workers in manufacturing employment. in Michigan are 
on the payrolls of firms having a positive interest in foreign trade. 

This “positive interest” was defined by the survey as companies 
ee export some of their product, or use imported materials, or 

th. 

Only 1 out of 10 workers was employed by manufacturing firms 
which encountered competition from imports or firms whose import 
competition outweighed its export interests. 

The remaining 1 out of 10 workers in manufacturing employment 
were on the payrolls of firms which had no interest in foreign trade 
whatever. 

The result of the survey points up the correctness of the consist- 
ently forward-looking views of the Detroit business community on 
the subject of United States foreign trade policy, as expressed by the 
Greater Detroit Board of Commerce previously before this commit- 
tee, and also before the Ways and Means Committee, on this and 
other tariff matters. 

We are very much in favor of H. R. 12591 because it provides for 
a 5-year period instead of a 3-year period. In fact, we would much 
rather have seen an 11-year extension period for it in order to give 
our foreign friends the knowledge that we have some stability in 
our tariff policy and thus they can rely upon a long period of a con- 
tinuous certainty in dealings with our country. 

We feel that the Trade Agreements Act, both in design and execu- 
tion, should be regarded as being in the national rather than specific 
interest. For this reason we are firmly convinced that the safety fea- 
tures which are now part of the legislation such as the escape clause, 
should be so administered that it continues leaving the determination 
of facts up to the Tariff Commission. The executive branch, on the 
other hand, should retain authority to accept or reject Tariff Com- 
mission recommendations which are based only on narrow standards 
of judgment. No one agency such as the Tariff Commission is now 
or should in the future be charged with determining of what is in the 
national interest. 

The possible overriding considerations of national security, of for- 
eign policy, or of relations with specific countries, can only be deter- 
mined by the administration as a whole. 

Thus, the President must continue to be allowed to consider the na- 
tional interest in accepting or rejecting recommendations based on 
narrow criteria. The amendment allowing the Congress to override 
the President, as proposed in H. R. 12591, 1s, in our view, an unfortu- 
nate step backward in creating new instability in our trade policy. 

Furthermore, we feel that the Tariff Commission must be charged, 
in its escape-clause investigations, with requiring proof that the claim 
of actual or threatened injury is based on competitive imports being 
the major cause, not merely a contributing factor, to such alleged in- 
jury. Nothing is more destructive of good will and respect for United 
States policies than the use of “escapes” economically unjustified and 
morally wrong. 








2 
ut 
re 


BS 
or 


mn 


~ 
P- 


i- 
n 
le 
| 





TRADE AGREEMENTS ACT EXTENSION 701 


The Trade Agreements Act is no longer an antidepression measure 
as it was when first passed by Congress. It has become an important 
instrumentality of Pnited tates commercial py Its impact is 
worldwide, for good when forcefully extended, or for harm when 
hedged about with restricting amendments. 

To us at home it means faith in a dynamic economy strong through 
diversification and technological development. To our friends abroad 
it has taken on a meaning of American maturity and leadership in a 
field in which we have excelled, in production and trade. 

Let us not jeopardize the important stake that American business, 
industry, and aber have in an expanding foreign trade and in the 
better availability of the foreign resources that we need for industrial 
production. We need this legislation also because it is evidence of a 
necessary faith in the viability of our dynamic economy. 

Apropos of this, I may add one thing to what Mr. Percy mentioned, 
and that is the Yankee ingenuity. I recall the remark which Senator 
Flanders made about the American automobile industry being affected 
presently by foreign competition. 

We in Detroit, in the automobile industry in particular, are not 
shouting “wolf” or running to the hills or complaining about the 
importation of foreign cars. We are not seeking any relief from 
Congress. Our present recession in Detroit is certainly not charge- 
able in any way to the importation of the foreign-made cars. 

We are not afraid of foreign competition, by any means. Just as 
Mr. Percy pointed out, we can and certainly will cope with any com- 
petition the foreign automobile manufacturers may want to give us, 
and we are looking upon these foreign imports with interest. 

Thank you. 

Senator Frear. Senator Bennett, any questions? 

Senator Bennerr. No, I do not think I have any questions, Mr. 
Chairman. 

Senator Frear. Thank you very much. 

(Mr. Ray’s prepared statement follows :) 


STATEMENT OF THE GREATER DETROIT BOARD OF COMMERCE 


Mr. Chairman, my name is John C. Ray, a customs attorney in Detroit. I am 
appearing on behalf of the Greater Detroit Board of Commerce, in my ¢a- 
pacity as a member and former chairman of the world affairs committee and 
the imports and customs committee, in order to express our views in favor of 
H. R. 12591, the bill to extend the Trade Agreements Act. 

The Greater Detroit Board of Commerce represents the interests of many 
thousands of firms and individuals in the Detroit metropolitan area. 

Detroit’s business and industry is much more diversified than commonly 
believed. For example, while automobile factories continue to represent a vital 
factor in Detroit’s total industrial picture, the city also holds firm leadership 
in such diverse and important industries as machine-tool accessories, metal 
stampings, hardware, gray iron foundries, inorganic chemicals, pharmaceuti- 
cals, and office machinery. We are the home of large brass rolling and copper 
mills, and numerous substantial paint and varnish plants, and we produte a 
large volume of iron and steel, rubber tires, industrial machinery, and aircraft 
parts. 

The reason for appearing today in favor of your committee’s approval of 
H. R. 12591 can be found in the very material interest of Detroit’s commerce 
and industry in expanding foreign trade. 

I believe this interest cannot be better illustrated than by citing the results 
of a survey made by the Legislative Reference Service of the Library of Con- 
gress, on request of several members of the Michigan congressional delegation. 
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This survey, entitled “Foreign Trade Interests in the State of Michigan,” was, 
incidentally, the first such survey on a statewide basis. 

What does the survey show? It covered 76 percent of all employment in 
manufacturing in the State of Michigan and disclosed the following results: 
8 out of 10 workers in manufacturing employment in Michigan are on the pay- 
rolls of firms having a positive interest in foreign trade. This positive interest 
was defined by the survey as companies “which export some of their product, 
or use imported materials, or both.” 

Only 1 out of 10 workers was employed by manufacturing firms which en- 
countered competition from imports or firms whose import competition out- 
weighed its export interest. 

The remaining 1 out of 10 workers in manufacturing employment were on 
the payrolls of firms which had no interest in foreign trade whatever. 

I should point out that these results do not mean that 8 out of 10 workers are 
directly employed in foreign trade, but rather that this number of workers 
are with firms which have a real stake in foreign trade and investment. 

The result of this survey bears out the correctness of the consistently forward- 
looking views of the Detroit business community on the subject of United States 
foreign-trade policy, as expressed by the Greater Detroit Board of Commerce. 

The survey, requested by Michigan’s Senators and a majority of the Repre- 
sentatives from Michigan, was made by the Legislative Reference Service of the 
Library of Congress, under the direction of its senior specialist in international 
economics, Dr. Howard 8. Piquet. 

Cost of the project was borne by the Legislative Reference Service, except for 
travel and expenses involved in duplicating and mailing the questionnaires. 
Funds for these purposes were made available by a committee of Michigan 
businessmen, under the leadership of the Greater Detroit Board of Commerce. 
Persons with widely divergent points of view in regard to foreign-trade policy 
were members of this committee. 

The results of the survey are based on answers to a questionnaire sent to 
manufacturing firms, mining enterprises, and agricultural organizations 
throughout the State, supplemented by personal interviews made on field trips 
covering all of Michigan. 

This, the first statewide study made of the importance of foreign trade to 
employment, is not an economic analysis of the effects of foreign trade on the 
overall economy of Michigan. The study is an analysis of the responses to a 
detailed questionnaire which probed for facts on attitudes toward exports, 
reliance on imports and the inroads (actual or potential) of import competi- 
tion on each respondent’s business. 

The overwhelming importance of foreign markets and sources of supply to 
Michigan employment is underlined by the fact that, when there was doubt 
whether the export interests or the fear of import competition was predomi- 
nant, the company was allocated to the import-competitive column. The survey 
showed— 

“The automotive industry stands by itself with a heavy interest in exports 
and imported raw materials. The other industries within the State may be 
grouped according to their predominant foreign-trade interest. There are 
5 industries in which a positive foreign-trade interest far outweighs any con- 
cern over import competition, and 5 in which concern over import competition 
outweighs any positive interest in foreign trade. 

“The five industries in which a positive foreign-trade interest is predomi- 
nant are machinery, fabricated metals, primary metals, electrical machinery, 
and transportation equipment (other than automotive). Together, they employ 
36 percent of all manufacturing workers in the State. 

“The five industries in which concern over import competition outweighs any 
‘positive’ interest in foreign trade are chemicals, lumber and millwork, leather 
products, instruments, and petroleum products. These 5 industries, considered 
together, are much smaller than the 5 in the ‘positive’ interest group and 
account for not quite 7 percent of all manufacturing workers in the State. 

“Other manufacturing industries, accounting for the 18 percent of all manu- 
facturing workers, are food products, tobacco products, textiles, apparel, furni- 
ture and fixtures, paper products, printing and publishing, rubber products, 
stone-clay-glass products, and miscellaneous. In all of them, the ‘positive’ 
foreign-trade interest outweighs concern over import competition. In two of 
them, concern over import competition comes close to equaling the ‘positive’ 
interest—namely, stone, clay and glass products, and apparel.” 
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Since companies with a positive interest in foreign trade tend to be the larger 
employers of manufacturing labor, it is interesting to compare the numbers of 
companies which either have a direct interest in foreign trade, or in which the 
positive foreign-trade interest outweighs the fear of import competition, with 
those companies claiming import competition. 

Reporting firms having a positive interest in foreign trade made up 43.5 
percent of the total, and employed 83.6 percent of the workers covered by the 
survey, while 11 percent of the reporting firms (employing 6.4 percent of the 
workers covered) report that they encounter import competition. Reporting 
firms claiming to have no interest in foreign trade made up 11 percent of the 
total and employed 10 percent of the labor covered by the survey. 

The survey found that— 

“The value of output of all the reporting companies in 1954 amounted to 
almost $20 billion, of which the automobile industry accounted for over $12 
billion. 

“Companies reporting that they face import competition, while neither selling 
for export nor using imported raw materials, produced goods valued at $354 
million in the same year, which was less than the value of the goods exported 
by companies reporting a positive interest in foreign trade. In the same year, 
companies reporting a ‘mixed’ foreign-trade interest had an annual output of 
$11,300 million and exported goods valued at $433 million. 

“Although companies which report that they have no direct interest in foreign 
trade account for over 46 percent of all the companies reporting, they produced 
goods valued at only slightly more than $1 billion in 1954.” 

The overall result of this survey shows that, by whatever standard used, 
the State of Michigan has an overwhelmingly important stake in exports and im- 
ports and their expansion. The value of Michigan production and a large share 
of its employment are directly related to the health and vigor of the inter- 
national economy. 

I would like to give one other illustration of the importance of exports to the 
health of the Michigan economy. In 1954, the period on which this survey was 
based. Michigan was the third most important supplier of exports to Switzer- 
land, following New York and Ohio. 

In 1956, according to recent data published by the American Society for 
Friendship with Switzerland, Michigan outranked both Ohio and New York 
in the value of goods sold to Switzerland, one of our best European cash cus- 
tomers, which has consistently been buying more from us than we have bought 
from her. 

These illustrations, I believe, give you a good idea why we in Michigan believe 
that freer trade is essential to us. However, we don’t think our position is 
unique. We are firmly convinced that a forceful and forward-looking trade 
policy is essential to the Nation as a whole. 

There are several reasons why the extension of the Trade Agreements Act is of 
vital importance to the United States. 

One of these is the emergence of the European Economic Community, the so- 
ealled Common European Market, which came into operation in January of this 
year and which may in the future become part of a European free-trade area. 
While we must welcome efforts to break down the unnecessary barriers which 
for so long have held back a stronger, more viable Europe, we also recognize 
the need for the Trade Agreements Act to provide us with an opportunity to 
negotiate with the Common Market for the mutual reduction and stabilization 
of trade barriers. We believe that continued negotiation authority is necessary 
to preserve our commercial stake in Europe and to prevent discrimination 
against American goods in that area. 

The European Economic Community has a population almost as large as 
that of the United States and has been a good customer of ours. Last year, 
approximately $3 billion worth of American goods was purchased from us by 
the 6 Common Market countries. That stake must be preserved, and for the 
United States to abandon the only proper vehicle for safeguarding this interest 
would be shortsighted indeed. Since the Common Market will take some 12 to 
15 years to bring about the economic integration of the 6 Common Market 
countries, we feel it is important for the Trade Agreements Act to be extended 
for a long-term period. In order to give us that extended negotiation potential 
to work with our European trading partners for a reduction of trade barriers 
and to prevent the rise of a common tariff wall in Western Europe, some sta- 
bility of legislative intent and at least a 5-year extension of the Trade Agree- 
ments Act is essential. 
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We must also be fully aware that a lapse of the Trade Agreements Act would 
be a warning to our trade partners that the United States is about to return 
to protectionism in its commercial policy. The result would be a vicious cycle 
of growing restrictions against American exports around the world, with a 
seriously adverse effect on our economy. This result would, in all probability, 
also be the case, should the basic Trade Agreements Act be seriously weakened. 

Another reason why a weakened and debased Trade Agreements Act might 
have calamitous consequences for the United States is due to the real threat of 
the commercial warfare promised by Khrushchev. We cannot take lightly 
Khrushchev’s boast that he is declaring war on the United States in the field 
of commerce, or, as he put it, “We declare war on you in the peaceful field of 
trade.” 

We may not be able to counter every move the Soviet Union makes to wean 
away from the family of free nations those who are less committed, or less 
prosperous, or weaker. But we can give our trading partners a better oppor- 
tunity to earn their way, with less reliance on financial aid from us, and’ we 
ean show them the promise of a better tomorrow by permitting them a fair 
chance on the market place. 

We wish to give our support to the extension bill now before you, believing it 
to be the very minimum program to preserve the gains made in freeing our 
trade from unnecessary barriers. 

We continue to believe that it would be highly desirable, and even essential, to 
achieve stability for United States trade policy by extending the basic Trade 
Agreements Act not for a mere 5 years, but to provide for an extension for 11 
years. Such an extension would be most dramatic proof that we accept Khrush- 
chev’s challenge in a field of warfare that America knows best. It would prove to 
our trading partners in the free world that American leadership in world trade 
was not being abandoned, but reasserted in a most constructive way. 

We should point out that a long-term extension of the Trade Agreements Act 
is also in the interest of American traders and producers. We cannot empha- 
size too strongly the need for stability in our trade policy so that the business- 
man can engage in long-term planning. Only by having a set of rules that is 
not changed every other year can the real productivity and real efficiency be- 
come effective for the American trader and manufacturer. The frequent re- 
views and changes in the Trade Agreements Act, through the recent past, have 
been a hardship for our trading partners as well as for American foreign 
traders. 

We do not agree with the provision permitting the increase of tariff rates on 
the 1984 base rather than the 1945 base as at present. No need has been demon- 
strated for tariff-increase authority on such a sweeping scale. It would intro- 
duce an element of even greater instability in United States tariffs than has 
recently been the case. 

We can see little reason for providing, in the bill now before your committee, 
for the institution of an escape-clause investigation following a finding by the 
Tariff Commission in a peril-point investigation that a given tariff rate may 
cause injury to domestic producers. Since, under present legislation, a request 
for an escape-clause investigation is the right of any industry suffering or 
threatened with injury, this new provision can only bring up the question, “Why 
did not the affected industry request an escape-clause investigation on its own 
behalf?” 

In our view, the Trade Agreements Act, both in design and execution, should 
be regarded as being in the national rather than specific interest. For this rea- 
son, we are firmly convinced that the safety features which are now part of the 
legislation, such as the escape clause, should be so administered that it con- 
tinues leaving the determination of facts up to the Tariff Commission. The 
executive branch, on the other hand, should retain authority to accept or reject 
Tariff Commission recommendations which are based on narrow standards of 
judgment. No one agency, such as the Tariff Commission, is now or should be 
in the future charged with determining what is in the national interest. The 
possible overriding considerations of national security, of foreign policy, or of re- 
lations with specific countries can only be determined by the administration as 
a whole. Thus, the President must continue to be allowed to consider the na- 
tional interest in accepting or rejecting recommendations based on narrow 
criteria. The amendment proposed in H. R. 12591 is, in our view, an unfortun- 
ate step backward in creating new instability in our trade policy. 

Furthermore, we feel that the Tariff Commission must be charged, in its es- 
cape-clause investigations, with requiring proof that the claim of actual or 
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threatened injury is based on competitive imports being the major cause, not 
merely a contributing factor, to such alleged injury. Nothing is more destruc- 
tive of good will and respect for United States policies than the use of escapes 
economically unjustified and morally wrong. 

The Trade Agreements Act is no longer an antidepression measure, as it 
was when first passed by Congress. It has become an important instrumen- 
tality of United States commercial policy. Its impact is worldwide, for good 
when forcefully extended, or for harm when hedged about with restricting 
amendments. 

To us, here at home, it means faith in a dynamic economy strong through 
diversification and technological development. To our friends abroad, it has 
taken on a meaning of American maturity and leadership in a field in which 
we have excelled, in production and trade. 

Let us not jeopardize the important stake that American business, industry, 
and labor have in an expanding foreign trade and the better availability of the 
foreign resources that we need for industrial production. We need this legis- 
lation, also, because it is evidence of a necessary faith in the visibility of our 
dynamic economy. 

Thank you, Mr. Chairman. 

Senator Frear. Mr. Richard Revnes, Chicago Association of Com- 
merce & Industry. 

Have a seat, Mr. Revnes. 


STATEMENT OF RICHARD REVNES, DIRECTOR OF SERVICES, 
CHICAGO ASSOCIATION OF COMMERCE & INDUSTRY 


Mr. Revnes. Senator, my name is Richard Revnes. I am director 
of membership services for the Chicago Association of Commerce 
& Industry, which is, in fact, the chamber of commerce for the Chi- 
cago metropolitan area. 

n light of the short time, I shall enter the written statement for 
the record, and briefly comment on a few of the paragraphs stressing 
the importance of foreign trade, both to Chicago and the Midwest. 

Senator Frear. Without objection, your statement will be made a 
part of the record. 

Mr. Revnes. Thank you, sir. 

I should, further, like to state the association’s position in regard 
to H. R. 12591, and make a final statement and remark on a per- 
sonal note. 

The Chicago Association of Commerce makes the following recom- 
mendations with respect to H. R. 12591: 

1. That the act be renewed for the period of 5 years proposed in 
the bill before you. It is our considered opinion that 5 years is the 
minimum time necessary for the United States and United States 
businesses to develop a policy and carry out negotiations, particularly 
with the important new European Common Market. 

2. That the President be granted authority to reduce tariffs on a 
gradual and selective basis, in return for concessions by other coun- 
tries, as provided for in H. R. 12591. 

Recently, we have undertaken a survey to determine the exact ex- 
tent of the exports emanating from the Midwest. We are still analyz- 
ing the ample of our survey, which has been entered also as a part of 
the record, and according to projections which we think we are now 
able to make based on the validity of the sample, we estimate that 
there are some 4,500 to 5,000 companies in the area, the Midwestern 
area indicated on the map of the survey, which are actively engaged 
in exporting. 
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It is interesting to note that 557 firms or 9 percent of the total of 
the questionnaires sent out have answered, and that they have indi- 
cated that their volume of exports is about $900 million. 

Projecting this figure for the total of the sample, we estimate that 
the total in these areas, which are not the total of the Midwest ac- 
tually, but only a portion of the Midwest, represent about $7.1 billion 
of exports. 

There has been a recent survey, just completed, by the United 
States-Japan Trade Council, which reports that five States of Illinois, 
Indiana, Ohio, Michigan, and Wisconsin accounted for $309 million 
worth of sales to Japan alone in 1957, and that these five States’ ex- 
ports to Japan surpassed all other regions of the United States. 

I think it is understandable, the concern of the manufacturers and 
workers of the Midwest, that Japan is in a dollar-short position due 
to its $600 million imbalance of trade with the United States inas- 
much as we sell so much to Japan. 

Preceding witnesses have presented in detail testimony that renewal 
of the Reciprocal Trade Agreements Act in an effective manner is es- 
sential to our national economic and political interests; that the jobs 
provided by our exports, and imports of needed commodities, far out- 
number those adversely affected by the importation of a comparatively 
small amount of competitive foreign goods. 

The reciprocal trade agreements program is a basic cornerstone of 
our foreign economic policy. The Chicago Association of Commerce 
and Industry, therefore, strongly urges that the act be extended in an 
effective form. 

H. R. 12591, providing for a period of 5 years and negotiated re- 
ciprocal duty reductions, but with provisions for defense essentiality 
protection and relief from undue import competition, should be 
passed without amendment. 

This, we believe, is in the best interest of not only our members and 
area, but of the entire United States. 

I should just like to enter for the record, if that can be done, that T 
have completed just recently a 35,000-mile trip through almost all of 
Western Europe and South America. I have met with literally hun- 
dreds of government trade officials and businessmen in these coun- 
tries, and I have found without exception that both the countries and 
the businessmen are eager to buy more goods from the United States, 
notwithstanding Senator Long’s concern over the high cost of our 
production in this country. 

Only a small percentage of the cities and areas which I visited 
are industrialized at all. They need plant investment, capital in- 
vestment, in very large amounts, and a conservative estimate would 
place their need at about on an annual trading basis of $35 billion 
of purchases from the United States, within the next 5 years, if we 
can get around to negotiating our reciprocal arrangements with these 
countries on an effective basis and in an effective manner. 

That is my statement. 

Senator Frear. Is that on a United States cash basis? 

Mr. Revnes. Yes, sir, on a United States cash basis. 

Senator Frear. Senator Bennett? 

Senator Bennerr. You mean $35 billion a year, or $7 billion? 
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Mr. Revnes. Yes, sir, $35 billion a year during the next 5-year 
period. The capital investment need for these countries, as Mr. Percy 
pointed out, is very great. They recognize the need for development 
to compete in world markets, because low-cost labor does not neces- 
sarily make them competitive in a world market as well. 

Senator Bennerr. Thinking in terms of American capital invest- 
ment, or are they thinking in terms of trade? 

Mr. Revnes. They are thinking in terms of trade, but purchase of 
American capital goods. They are very anxious to make licensing 
arrangements where possible; and if protection can be given to the 
American manufacturer so that his patents can be protected inter- 
nationally and the copyrights of his products, I think American 
businessmen are willing 

Senator Bennerr. Do you think the people of Chicago would be 
as interested in continuing the reciprocal trade arrangement if their 
share of the domesticaly produced products had to be wiped out of 
the market in order that the trade abroad might be stepped up to 
$35 billion ? 

Mr. Revnes. I think that almost all economic activity, Senator, 
is predicated on enlightened self-interest, and I believe that American 
businessmen are ingenious, as Mr. Percy has said, and also as re- 
sourceful as the need arises. I believe it is within the Midwest’s 
most enlightened self-interest today to be a great advocate of inter- 
national or foreign trade. 

Senator Bennett. Let us be specific a minute. 

We do not have an increase in our gross national product of $35 
billion a year, and if these people expect to step up their trade with us 
by $35 billion, then obviously the American production sold in the 
American market must be diminished by a very large part of that 
amount of volume. 

Mr. Revnes. Well, I cannot agree on that, sir. 

Senator Bennett. Fell me why. 

Mr. Revnes. I cannot agree the economy is not expanding enough 
to take care of an additional billions of dollars of exports without 
handicapping the expansion of the domestic market. 

Senator Bennett. Let’s be reasonable. Our domestic market is not 
expanding $35 billion a year. 

Mir. Revnes. I do not say in 1 year we can expand, but in a period 
of 5 years of good negotiations, reductions of tariffs on a negotiated 
basis, I think we can increase our trade with the rest of the world 
to a total of about $35 billion. 

Senator Bennerr. Then you are reversing your position, you are 
reversing your answer to my first question. I asked you if they 
wanted $35 billion a year or $35 billion over 5 years, and you stated 
$35 billion a year. 

Mr. Revnes. I misstated my position, I am sorry. 

Senator Bennett. Thank you, Mr. Chairman. 

Senator Frear. Thank you, Mr. Revnes. 

Mr. Revnes. Thank you. 

(Mr. Revnes’ prepared statement follows :) 
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STATEMENT OF RICHARD REVNES, DIRECTOR OF SERVICES, CHICAGO ASSOCIATION 
OF COMMERCE AND INDUSTRY 


My name is Richard Revnes. I am director of services of the Chicago Asso- 
ciation of Commerce and Industry. I appear on behalf of the association to 
present its views on H. R. 12591, the bill to renew the Reciprocal Trade Agree- 
ments Act. 

The Chicago Association of Commerce and Industry is a voluntary organiza- 
tion of individuals, firms, and corporations, organized and existing under the 
laws of the State of Illinois. It has 6,106 member organizations. Through com- 
mittees and a professional staff of more than 100 individuals, these member 
erganizations work together to improve the Chicago metropolitan area’s com- 
mercial, industrial, and civic operations. Although the name of our organiza- 
tion is the Chicago Association of Commerce and Industry, it functions as the 
chamber of commerce for the Chicago metropolitan area. 

The Chicago metropolitan area has been designated as such by the Bureau 
of the Census, United States Department of Commerce, and comprises an area 
including 5 counties in Illinois and 1 county in Indiana. In this area are 
included, in addition to Chicago, approximately 180 suburban or satellite com- 
munities, among them such important industrial towns and cities as Gary, 
Hammond, Aurora, Elgin, Cicero, Skokie, and Waukegan. 

Within this area are located 14,000 manufacturing establishments, in which 
a total of about three million people are employed. The population of the area 
is approximately 6,400,000. The Chicago metropolitan area is comprised of 
3,617 square miles, an area larger than the combined States of Delaware, Rhode 
Island, and the District of Columbia. 

The Chicago Association of Commerce and Industry endeavors to promote 
the growth and stability of business in the Chicago metropolitan area and im- 
proved legislation that forms the framework within which the area’s business 
operates. 

The association was founded in 1904. Funds to carry on its operations come 
from voluntary membership dues paid by Chicago business firms and professional 
men and women. About 1,600 members serve on a wide variety of permanent 
or special committees. Each committee is composed of persons chosen for their 
standing in the community and for their wide knowledge in some particular 
field of business or civic endeavor. Specific examples of this committee activity 
are the work of the world trade committee, the Canadian-American trade and 
industry commitee, the transportation committee, the harbors and waterways 
committee, and the aviation committee. 

As set forth in the 1957-58 annual report, committee directory submitted with 
my written statement, the committees, officers, and directors of the association 
represent a broad cross section of the area’s commerce, industry, and civie or- 
ganizations. 

The association has supported the reciprocal trade agreements program since 
its inception, being among the first two chambers of commerce in the United 
States to record that support. Upon the occasion of each previous renewal of 
the Reciprocal Trade Agreements Act, the association committee concerned, 
and the association’s board of directors, have considered the legislation proposed 
and have reaffirmed support of the program. 

In arriving at our decision to support the Reciprocal Trade Agreements Act, 
due consideration is given to the widely varied and sometimes conflicting inter- 
ests of our membership. The consistency of the actions of our committees and 
boards of directors, representing widely divergent interests, over the period of 
the last 25 years, demonstrates, I believe, that our support of this legislation is 
sound and reflects the thinking of the majority of the association’s membership. 
The most recent reaffirmation of this association’s approval of the reciprocal 
trade agreements program was by the unanimous vote of our board of directors. 

The Chicago Association of Commerce and Industry makes the following 
recommendations with respect to H. R. 12591, which would extend the Reciprocal 
Trade Agreements Act: 

1. That the act be renewed for the period of 5 years proposed in the bill before 
you. It is our considered opinion that 5 years is the minimum time necessary 
for the United States to develop a policy and carry out negotiations with the 
important new European Common Market. 

2. That the President be granted authority to reduce tariffs on a gradual and 
Ey _ in return for concessions by other countries, as provided for in 

. R. 12591. 
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Foreign trade is vital to the expanding economy of the Chicago area and all 
of Mid-America. Although it is not possible to determine the exact extent of the 
total exports of this area under methods used to compile foreign trade statistics, 
various studies give some indication of its volume. According to the 1954 Census 
of Manufactures, the Chicago metropolitan area ranked first among metropoli- 
tan areas in the production of primary metals, fabricated metals, and non- 
electrical machinery; second in foods, electrical machinery, chemicals, printing 
and publishing, furniture and fixtures, and paper. 

The Department of Commerce, conducting an exhaustive research into the im- 
pact of foreign trade on various geographical areas of the United States, reports 
that in Cook County, 1 of the 6 counties in the Chicago metropolitan area, about 
461,000 workers participate in the benefit of such trade. About 60 percent of all 
those employed in manufacturing in Cook County are in firms falling into 5 
major manufacturing classifications: fabricated metal products, nonelectrical 
machinery, printing and publishing, food and kindred products, and electrical 
machinery. The county’s proportionate share in United States exports of these 
5 groups amounted to over $400 million in 1956. Cook County establishments 
in these industry groups engage directly in foreign trade, but this is only part 
of the picture. Many of the county’s products are exported as component parts. 

According to the 1954 Census of Manufactures, there are over 1,000 estab- 
lishments in Cook County engaged in producing food and kindred products, em- 
ploying about 95,000 people. Food and kindred products accounted for more 
than $1 billion worth of exports nationally in 1956. Cook County’s share of 
these exports is estimated at $60 million. 

Approximately 112,000 persons were employed by 581 Cook County firms in 
the production of electrical machinery at the time of the Commerce Department 
survey. In 1956 total United States exports of electrical machinery exceeded 
$921 million. Computed on a per employee basis, Cook County’s proportionate 
share of these exports is an impressive $102.8 million. The county was re- 
sponsible for more than one-tenth of the exports of electrical machinery in 1956, 
on a proportionate share basis. 

The Commerce Department survey also shows that 1,571 firms in Cook County 
producing nonelectrical machinery employ a total of more than 106,000 persons. 
In 1956 the national total for exports of nonelectrical machinery was nearly 
$3 billion. Cook County’s share, computed on a proportionate basis, is better 
than $194 million. 

In printing and publishing, better than 75,000 persons are employed in Cook 
County. Nationally, the United States exports printed and published materials 
valued at close to $100 million. In this field the most important _considera- 
tion is not export, but import. These industries in Cook County have a large 
stake in foreign commerce because approximately 80 percent of the news- 
print consumed in the United States is imported. These printing and publish- 
ing houses are also using inks manufactured with imported dyes and type fac- 
ings made of imported alloys. 

In fabricated metal products there were in 1956, 1,751 firms in Cook County 
employing about 83,000 persons. The national total for exports of fabricated 
metal products that year was $443 million. Computed on a per employee basis, 
this would give Cook County a proportionate share of exports in this classi- 
fication of nearly $34 million. It is estimated that there are in the Chicago 
metropolitan area more than 2,000 firms engaged in exporting, including close 
to 200 export sales organizations, which handle the foreign sales of manufac- 
turers not having their own export divisions. 

The Middle West is the source of an estimated 40 percent or more of United 
States exports, agricultural and manufactured. In an exhaustive export sur- 
vey which the association is now completing, we mailed approximately 6,000 
questionnaires to firms in the States of Illinois, Indiana, Iowa, Nebraska, and 
Kansas, and parts of Minnesota, Wisconsin, Michigan, Kentucky, Tennessee, 
Arkansas, Colorado, South Dakota, and Wyoming, believed to be actively en- 
gaged or interested in export activity. The geographical area covered in this 
survey is shown on the questionnaire which is submitted as part of this state- 
ment. 

Up to the present time, 557 firms have completed or partially filled in and 
returned the questionnaire. On the basis of such returns, it would appear 
that 4,500 to 5,000 companies in the area shown are actively engaged in ex- 
porting. Of the 557 firms that furnished information, 521 reported exports 
in 1956 of 2,967,223 tons, of which 1,766,116 tons were manufactured goods 
anc 1,201,107 tons, agricultural products, coal, minerals, cotton, ete. 
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Dollar value totaling $873,255,000 was reported by 429 of the 557 firms. If 
all 557 companies had reported both tonnage and dollar value figures, it is con- 
servatively estimated that the total tonnage and dollar value of the 1956 
exports of these firms would be 3,172,226 tons and $1,133,800,000. 

A recent survey completed by the United States-Japan Trade Council re- 
ports that the 5 States of Illinois, Indiana, Ohio, Michigan, and Wisconsin 
accounted for $309 million of sales to Japan in 1957. This surpassed all other 
regions of the United States. 

The growth of import activity in the Chicago metropolitan area in recent 
years is reflected by the increase in the number of importers, import agents 
and brokers in the area. The records of our World Trade Division disclose 
that in 1950 there were 483 such firms and individuals; in 1954, 8283; and 
currently more than 1,200. These include manufacturers that import raw ma- 
terials and component parts used in the fabrication of their products, whole- 
salers which distribute throughout the area, and retailers such as our major 
department stores, which sell through their own outlets. 

Forecasts by responsible governmental and private institutions as to the vol- 
ume of waterborne commerce, foreign and domestic, expected to move by the 
St. Lawrence seaway when the project and connecting channels are completed 
range from 37 to 46 million tons. In metropolitan Chicago, two additional 
waterway projects—port development in the Lake Calumet area by the Chi- 
cago Regional Port District, and at the mouth of the Chicago River by the 
city, and the widening of the Sag Channel connecting Lake Calumet with the 
Chicago Sanitary and Ship Canal and the Illinois River—are underway. With- 
in 1 year after completion of the various projects, scheduled for 1962, it is 
estimated that overseas cargo of all types moving through the port of Chicago 
should increase to at least 1,500,000 tons. 

We have estimated that within 15 years after the completion of the three 
projects mentioned, new investment in industrial-plant facilities will reach $10 
billion. Within this same period it is anticipated these new industries will pro- 
vide jobs directly and indirectly for several hundred thousand workers, includ- 
ing 49.000 jobs directly connected with water transportation. The estimate, 
therefore, of 1.5 million tons within 5 years after the seaway is completed is 
believed to be conservative. 

All of the present facts and future projections make it clear that the already 
important international commerce of Chicago and the Middle West requires the 
continuance and extension of a foreign economic policy that will result in the 
maintenance and expansion of world trade. The United States consistently 
exports more than it imports. If we are to continue to have an export busi- 
ness that provides jobs for millions of United States workers without under- 
writing indefinitely, through foreign aid, the difference between our foreign 
sales and our imports; if we want to bring back to this country, in dollars, 
the earnings on investment abroad; we must make it possible for other nations 
to market in this country raw materials and finished products which we need 
and want. 

Preceding witnesses have presented in detail testimony that renewal of the 
Reciprocal Trade Agreements Act in an effective manner is essential to our 
national economic and political interests, that the jobs provided by our exports, 
and imports of needed commodities, far outnumber those adversely affected by 
the importation of a comparatively small amount of competitive foreign goods. 

The reciprocal trade agreements program is a basic cornerstone of our for- 
eign economic policy. The Chicago Association of Commerce and Industry, 
therefore, strongly urges that the act be extended in an effective form. H. R. 
12591, providing for a period of 5 years and negotiated, reciprocal duty reduc- 
tions but with provisions for defense essentiality protection and relief from 
undue import competition, should be passed without amendment. This, we be- 
lieve, is in the best interest of not only our members and area but of the entire 
United States. 


Senator Frear. Mr. Bernard Weitzer, Jewish War Veterans of the 
United States of America. 
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STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES 
OF AMERICA 


Mr. Werrzer. I have a brief statement here, and I think I can save 
the committee’s time by reading it rapidly rather than to try to com- 
ment on it. 

Senator Frear. All right, sir. 

Mr. Werrzer. As you see from the text of the statement, we are 
strongly in favor of the passage of the bill you are considering here 
before your committee. 

On behalf of the Jewish War Veterans of the United States of 
America, I am happy, once again, to express appreciation for the 
opportunity to present to your important committee our views on the 
Trade Agreements Extension Act which you are now considering. 

This time, as on previous occasions, I appear before this committee 
by the authority of the strongly worded resolution passed by our na- 
tional convention. The following resolution was passed at our 62d 
annual national convention : 


Whereas, the Reciprocal Trade Agreements Act comes before the Congress 
for renewal in the 2d session of the 85th Congress; and 

Whereas in its functioning through the General Agreement on Tariffs and 
Trade, this act has proved notably successful in promoting American exports 
and our foreign trade as a whole and minimizing the frictions and restrictions 
which occasionally develop in the course of trade; and 

Whereas we have long recognized that the exchange of imports and exports 
with our friendly world neighbors is an important factor in our own economic 
and political well-being as well as theirs and moreover contributes to our joint 
national security, and 

Whereas we have regularly supported the reenactment of the Trade Agree- 
ments Act as a practical means of facilitating imports which produce the dollar 
exchange to pay for American exports to these foreign countries, and 

Whereas the proposed Organization for Trade Cooperation will make even 
more productive, the objectives of the reciprocal trade agreements program and 
the General Agreement on Tariffs and Trade: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d Annual National Convention assembled at Boston, Mass., August 12-18, 
1957, do commend the administration for the manner in which it has conducted 
the operations of the Reciprocal Trade Agreements Act of 1955 and the nego- 
tiations conducted under the General Agreement on Tariffs and Trade, and be it 
further 

Resolved, That we urge the 85th Congress to authorize a renewal of the Trade 
Agreements Act for a period of not less than 3 years, to include in the legisla- 
tion authorization for the Organization for Trade Cooperation and to refrain 
from tariff legislation which interferes with the functioning of the Reciprocal 
Trade Agreements Act. 


The membership of our organization made up of men and women 
who have served in our Nation’s Armed Forces, principally, as citizen- 
soldiers, sailors, and airmen, having largely returned to their civilian 
pursuits, « continue their keen interest in our national security. 

They recognize the importance of maintaining our own military 
strength and ‘that of our allies in deterri ing war against us by a strong, 
shrewd, potential enemy—Soviet Russia and its Communist. satel- 
lites. Our membership is equally aware that the military deterrent 
must be matched in strength by a sound productive economy in our 
own land and in all those lands which have not been sucked into the 
Communist orbit. 
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To maintain that strong productive economy and to complete our 
national security, the continuation of the reciprocal trade agreements 
program is more imperative, today, than ever. 

The activities of the states in the Soviet bloc, under Kremlin lead- 
ership, in pushing for expansion of their foreign trade and their 
economic penetration in the free world, evidence their determination 
to compete in that area. Failure to continue our foreign trade policies 
as exemplified in the reciprocal trade agreements program would 
serve admirably to advance the Communists’ trade diifectives and to 
undermine our own strength. 

As one looks over the figures of our export and import trade dur- 
ing the years 1950 through 1957, the flow of products back and forth 
is powerful evidence of the profitable returns to ourselves and to the 
nations with whom we have traded. During 1957, our exports 
mounted to a rate of more than $21 billion, and our imports were in 
the neighborhood of $13 billion. 

Roughly, for every $2 of import, there were $3 of exports. From 
their natural resources and other materials plus productive powers 
of their working people, these foreign lands fashioned the products 
which they shipped to us and thereby obtained the dollar exchange 
which went far to permit them to pay for American products which 
required the work of approximately 414 million American citizens. 

We, in our country, secured goods which in many cases are vital to 
our industry and to our national defense, and which are lacking or 
extremely scarce in our own country. Other items in our imports 
enabled our people to enjoy some extra satisfaction in their daily living 
and to secure more economically what they wanted. 

Our own exports provided in other lands, even more importantly, 
needed goods and materials which are essential to daily life and which 
stimulated their industries. Thus our own Nation and all the na- 
tions with whom we traded as a consequence of our reciprocal trade 
agreements program enjoyed the benefits of the type of partnership 
from which all benefited and which strengthened all. 

This has been particularly important to many of the newly inde- 
pendent nations striving for a sound economy in order that their so- 
cial and political systems may be stable, and that the pressures of a 
low per capita income will not make their people easy targets for 
Communist propaganda. This factor is weighty, as well, even in the 
industrialized nations of Europe. 

The continuing momentous forces promoting our full national se- 
curity, and our world security, generated by the Reciprocal Trade 
Agreements Act must be maintained. It cannot be expected that in 
this effort for strength, we will not find in the wide expanse of our 
industries, occasional small pockets of weakness which are exposed 
in world trade competition just as the free competitive system in our 
own country has exposed them throughout history during our ad- 
vances in technology, in development of new products, and in the 
changing desires of the consuming public. 

The Reciprocal Trade Agreements Act of 1955 broadened the es- 
cape clause procedure to take care of these weaknesses. Yet I want 
you to consider the record of what has happened for, as reported 
by the 9th edition of the United States Tariff Commission, Investi- 
gations Under the Escape Clause of Trade Agreements, reports as 
of February 1958, 86 applications for escape clause action were filed 
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with the Commission ever since such investigations were provided, 
as compared with the 59 applications which I discussed with you in 
January 1955. 

Thus, the average number of applications per year during the last 
3 years has scarcely changed from those filed in previous years. Some 
of these investigations have been applied for time and again, and in 

the past 3 years ‘the Tariff Commission has recommended escape clause 

action somewhat more frequently than previously, and the President 
has invoked the escape clause 4 times in the last 3 years as against 5 
times in the 6 years prior to 1955. 

It is apparent from these figures that provable harm has been 
done to very few industries under the reciprocal trade agreements 

rogram. 

H. R. 9505 has been introduced to provide for aid to workers, indus- 
trial enterprises, and communities who are injured or threatened with 
serious injury as the result of imports into the United States. I am 
confident that your committee, if such a bill is within your province, 
ean work out adequate legislation to take care of real injury. 

This would be far better , where necessary, than to sacrifice our na- 
tional security to the clamor which has been evolved from these very 
few and relatively insignificant situations. You should not permit 
such situations to swerve you from continuing the demonstrated bene- 
fits which the reciprocal trade agreements program has produced. 
We should not surrender the world, piece by piece, to economic aggres- 
sion or subversion to any greater degree than we would yield supinely 
to Soviet military aggression. 

In the first case, the stakes would be dollars alone; but in the sec- 
ond, it would be millions of precious lives as well as many, many times 
more dollars. 

I just want to interject here. During wartime, men are called up 
for service in the armed ser vices and, as you know, millions of men 
have suffered death and injury in the defense of our country. 

We did not hesitate to do that because the national security of the 
country was involved, and I think the national security of our country 
is involved today just as much in this trade fight as it ever has been 
in wartime. 

And what the veterans who lost their lives and suffered inju 
underwent for the security of their country, I think is not too much 
for some of these industries which may not be able to meet the situa- 
tion but which, as I have indicated can be provided for through legis- 
lation; that ought not to be counted as an obstacle to the continuation 
of the reciprocal trade agreements program. 

There is, presently, a further reason for the passage of H. R. 12591 
as & minimum in the extension of the reciprocal trade agreements pro- 
gram as it has been functioning. Our foreign trade should not be 
hampered in any way at a time when there are recessionary forces at 
work in our economy. Not only would such a curtailment damage 
our own economy, but it would signal to the world that we were ob- 
sessed by fear, and fear is frightfully contagious. 

Extension of the reciprocal trade agr eements program for 5 years 
would be a signal of courage and a proof of our conviction that as a 
world leader, our Nation is determined to march ahead. 

Your approval of H. R. 12591 will strengthen our national security 
in the broadest terms, in our domestic well- being, in a productive 
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economy in our own land, and in the improved stability of all the 
countries on our side of the Communist [ron Curtain. 

Thank you very much. 

Senator Frear. Senator Bennett ? 

Senator Bennerr. No questions. 

Senator Frear. Thank you very much, sir, for your testimony. 


Mr. Otis H. Ellis, National Oil Jobbers Council. 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL 


Mr. Ex1is. My name is Otis H. Ellis. I am engaged in the general 
practice of law in Washington, D. C., maintaining offices at 1001 Con- 
necticut Avenue, and am appearing here today on behalf of the Na- 
tional Oil Jobbers Council in my capacity as general counsel for that 
organization. 

I would like to state at this time, Mr. Chairman, I will read excerpts 
from my statement in order to stay within the time limits, with the 
request that the whole statement be carried in the record in its con- 
tinuity form. 

Senator Frear. Without objection, your complete statement will 
be made a part of the record. 

Mr. Exxis. The National Oil Jobbers Council is a trade group com- 
posed of 30 State and regional associations of independent jobbers 
and distributors of petroleum products. These associations, covering 
37 States, represent the greater majority of the thousands of bona fide 
independent petroleum jobbers in the United States. Following is 
a list of the member associations : 


Alabama Petroleum Association, Inc. 

Arkansas Independent Oil Marketers Association 
California Petroleum Marketers Council (jobber division) 
Colorado Petroleum Association 

Connecticut Petroleum Association 

Empire State Petroleum Association 

Florida Petroleum Marketers Association, Ine. 

Georgia Oil Jobbers Association 

Illinois Petroleum Marketers Association 

Independent Oilmen’s Association of New England 
Indiana Independent Petroleum Association, Inc. 
Intermountain Oil Jobbers Association 

Iowa Independent Oil Jobbers Association 

Kentucky Petroleum Marketers Association (jobber division) 
Michigan Petroleum Association 

Mississippi Oil Jobbers Association 

Missouri Petroleum Association 

Petroleum Marketers Association of New Mexico (jobber division) 
Nebraska Petroleum Marketers, Inc. 

North Carolina Oil Jobbers Association 

Northwest Petroleum Association 

Oklahoma Oil Jobbers Association 

Pennsylvania Petroleum Association 

South Carolina Oil Jobbers Association 

South Dakota Independent Oil Men’s Association 
Tennessee Oil Men’s Association 

Texas Oil Jobbers Association 

Virginia Petroleum Jobbers Association 

Wisconsin Petroleum Association 

Wyoming Oil Jobbers Association 
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THE JOBBERS’ POSITION IN THE PETROLEUM INDUSTRY 


Independent jobbers distribute approximately 85 percent of the 
household burning oil consumed in-the United States; 35 percent of 
the gasoline sold and delivered to the service stations; well over 50 
percent of all petroleum products delivered to farm tanks; and ap- 
proximately 60 percent of the residual oil imported into this country. 
In order to participate to this extent in the sale and distribution of 
petroleum products, it is necessary that jobbers own millions of barrels 
of storage capacity and thousands of trucks. Fortunately for the 
security of the Nation, these storage and distribution facilities are 
widely dispersed and form our final tributaries of distribution. It 
is equally fortunate from an economic standpoint that this widespread 
group of truly independent businessmen still exists and actively com- 
petes for the consumers’ business. This degree of participation fur- 
ther shows that the jobber is a real party at interest in the outcome 
of any legislation which would affect the price or supply of petroleum 
products. 


THE JOBBERS’ POSITION ON CUSTOMS AND TARIFFS 


The National Oil Jobbers Council has never attempted to take a 
position with reference to the broad aspects of international trade. 
They have, however, traditionally opposed legislation or proposed 
amendments to existing legislation which would specifically restrict 
imports of either crude oil or products or which could directly or 
indirectly be used for that purpose. The only exception is the 
existing escape clause provisions which we feel are adequate to afford 
all protection necessary to insure a healthy domestic industry while 
at a same time affording the President ample means of maintaining 
and improving reciprocity of trade with other nations. 

In 1955 we opposed the so-called national security amendment to 
the Trade Agreements Act. While the jobber is just as interested in 
national security as any other citizen or businessman, we opposed this 
amendment because we believed that the proponents were merely using 
national security as sex appeal language to obtain support for an 
amendment which could be used to camouflage their real intentions 
which were directed to the end of erecting artificial barriers for their 
competition, thus enabling the proponents to sell more of their prod- 
ucts or production at higher prices to the American consumer. Our 
fears appear to have been justified. While this amendment has not 
as yet been officially invoked, it has been used like a pistol to force 
importers into complying with a so-called voluntary plan of import 
quotas. 

It is, therefore, our recommendation that the national security 
amendment to the Trade Agreements Act either be eliminated or 
modified in such a way as to insure that the discretionary authority 
granted thereunder be used only to preserve our national security, and 
that findings in regard to national security are not in reality an excuse 
for yielding to pressure groups who have for years sought to have 
import restrictions imposed on competing commodities or products. 

Since witnesses representing certain domestic producer groups will 
not be heard by this committee until a subsequent date, I can only 
assume that some, if not all, of them will again propose to this com- 
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mittee the same amendments to restrict oil imports as they proposed 
to the Ways and Means Committee in the House. 

I might add, it is my information that there is a long list of wit- 
nesses who will appear on the last day of these hearings to propose 
restrictions on oil imports. Those of us who oppose that position are 
placed in a very bad position here, because we have to anticipate what 
their proposals will be. And at this time, Mr. Chairman, I would like 
to ask the privilege of submitting a statement subsequent to their 
testimony, for the record, in response to their proposals. 

Senator Frear. I will inform the witness there has been a closing 
date for the record, and I will inform the witness—— 

Mr. Exx1s. I do not ask any extension of the closing date for what- 
ever statement I would have, but it would be within that time, which 
I understand is July 4. 

Senator Bennett. It is interesting that we have a witness who in- 
sists on having the last word. 

Senator Frear. Rebuttal is not always concurred in here, but we 
want to have your testimony in relation to the bill and not in rebuttal 
of others’ testimony. 

Mr. Extis. You understand my position, Mr. Chairman. Usually 
the complainant in a lawsuit appears first and the defendant. has an 
opportunity to hear him. In this instance the complainants who seek 
change are given the position of a defendant. 

Senator Frear. I am sure the chairman of the committee will at- 
tempt to be as fair as he can within the rules of the committee. 

Mr. Exuis. Thank you, sir. 

This is a reasonable assumption in view of the fact that representa- 
tives of some of these groups have stated for publication that, despite 
their failure in the House, they would renew their request for restric- 
tions on oil imports in the Senate. 


7. THE PROPONENTS OF OIL IMPORT RESTRICTIONS 


Since the amendments proposed by the coal producers and the so- 
called independent oil producers in the House were identical, it it ob- 
vious that these two groups are again in bed together. This, of 
course, is nothing new, since the two groups have been besieging the 
Congress, and everyone else who would listen, with their pleas for 
restrictions on imports of crude oil and residual oil since 1929. 

I have listened to and read their arguments so much and so often 
that they have long since taken on the aspect of a broken record. I, 
in turn, find myself in much the same position in responding to their 
arguments. It becomes embarrassing to me to have to repeat to this 
committee the false prophecies which spokesmen for these groups have 
made to the Congress for the past 29 years, and to again remind the 
Congress that their prophecies have proven to be generally erroneous. 

As early as July of 1929, Mr. George W. Lewis, legislative agent 
of the United Mine Workers of America, in a brief filed with this 
committee, recommended a prohibitive excise tax on fuel-oil imports. 
Mr. Lewis at that time stated, in substance, that to permit the con- 
tinued free entry of millions of barrels of foreign oil would simply 
mean the wrecking of the great coal industry. Of course, Mr. Lewis 
failed to tell the committee that the cause of the increase in residual 
oil imports was principally attributable to the great coal strike in 
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1927. It was during that year that industrial users of coal were caused 
great and undue hardship because they did not have an adequate 
supply due to the strike. As a result, they began to look for a new 
form of fuel that could be supplied with some degree of certainty, 
and they found it in residual oil, both domestic and imported. It 
may be recalled that this strike lasted for several months, and as a 
result the coal industry had 23 million man-hours idle for the year 
1927. The coal producers also failed to tell you that at spasmodic 
intervals thereafter there has been strike after strike. As a result, 
industrial users of coal, as well as the operators of large heating fa- 
cilities, found that coal was not a dependable fuel. Over the years, 
facilities for the use of so-called residual oil were duraioned and 
expanded. In brief, the coal industry itself set in motion a chain 
of events which brought about a necessary competitor. Now they 
would have you take that competitor from the market place, regard- 
less of the impact it would have on the thousands of companies and 
persons whose heating units can only be run on residual oil. 

On January 31, 1955, a representative of the bituminous coal in- 
dustry testified before the House Ways and Means Committee as 
follows: 

* * * The increasing flood of oil displaces coal and destroys its market, 
causes mines to close, impairs the capital investment of the coal industry; 
retards domestic exploration and development of new oilfields ; decreases poten- 
tial traffic for American railroads; reduces opportunity for livelihood for 
thousands of coal mine and railroad workers; threatens the existence of 
thousands of small-business men; and imperils the Nation’s security by building 
up unwise dependence on foreign oil sources. 


At that time this same representative advocated : 


* * * Restrictions on the total quantity of crude petroleum and products, 
including residual fuel oil, which may be imported for consumption within 
the United States to not more than 10 percent of the annual domestic require- 
ments. 

Despite the fact that no significant restraints have been imposed 
on residual oil imports, the coal industry in the years following that 
presentation saw enormous increase in productivity. Instead of the 
mine fields being littered with the bodies of starving miners, the sit- 
uation became quite the reverse and the mines were again full of 
miners with full bellies who were digging coal] with all their might to 
meet unprecedented demands. It is true there has in recent months 
been a ine from this peak of productivity in the same manner as 
our total business economy has douypek: The point I am making is 
that the record for more than 29 years does not reflect that restric- 
tions on residual oil imports are necessary for this country to main- 


_ tain a healthy domestic coal industry. 


The record of the prophecies of the independent producers is 
equally as bad, although it is admitted that at the present time our 
domestic crude oil-producing segment is suffering temporary pains 
which we believe will be alleviated by the natural course of events 
in the same manner as the temporary pains complained of by the coal 
industry in 1953 and 1954 were remedied. 

The independent producers, for the past 29 years, have also been 
predicting doom and destruction for the domestic industry and the 
Nation as a whole if oil imports were not restricted. Their campaign 
for restrictions has been even more consistent and persistent since 
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1948. In the years 1948-49, a subcommittee of the House Small 
Business Committee held exhaustive hearings on the “Effect of Oil 
Imports on Independent Domestic Producers.” During these hear- 
ings, represesntatives of the stripper well producers repeated their 
traditional prophecies that unless imports were restricted, they would. 
be forced out of business and billions of barrels of oil would be 
wasted, since such quantities still existed to be milked from the earth 
in relatively small dribbles. We also heard about drilling rigs being 
stacked and rusting; we heard of the unemployment which was ram- 
pant in the oilfields; we heard of tax losses in the various oil-produc- 
ing States because of reduced production allowables; we heard of the 
depleted number of geophysical and seismograph crews; we heard 
about the inability to obtain capital to continue with an aggressive 
program of exploration and development of oil and gas properties; 
we heard about the giant international oil companies who were flood- 
ing this Nation with oil—all of which would result in economic chaos 
in the producing segment of the industry and, of more significance, 
the drastic predictions of the impact of these conditions on our na- 
tional security. The lamentations and wails of the independent. pro- 
ducers that were committed to the record were enough to melt the 
hardest heart and to force the most liberal freetrader to copious tears. 
Again in 1953 and 1955, when the Trade Agreements Act was be- 
fore you for consideration, substantially the same groups were back, 
again pleading for important restrictions in order to save the Na- 
tion from economic chaos and military insecurity. Let us look for 
a moment at the cold, hard record between 1948 and the present. I 
cite no other authority than the general counsel for the Independent 
Petroleum Association of America, who has stated on page 1070 of 
the Compendium of Papers on United States Foreign Trade Policy, 
recently collected and published by the staff of the Subcommittee on 
Foreign Trade Policy, Ways and Means Committee, as follows: 
For example, during the period from 1948 to 1957, the domestic oil-producing 
industry found and developed more than 35 billion barrels of oil in the United 
States, or 50 percent more than the amount produced during that period. The 
capacity to produce oil in the United States was expanded from less than 6 
million barrels daily in 1948 to an estimated 10,150,000 barrels daily in 1957, 


an increase of about 70 percent. This expansion of capacity exceeded the in- 
crease of 60 percent in consumption of oil in the United States. 





In the face of dire predictions to the contrary, the producing seg- 
ment of our domestic industry has this fantastic growth record for 
the period referred to. What other industry in the United States 
can point to a similar record of achievement and growth, much less 
one that persisted that it was in the throes of a struggle for survival ? 
Not only did those years produce fantastic profits for the producing 
segment but, in addition, it provided the funds which enabled the 
industry to achieve new records in drilling activities every year 
with the exception of 1957. In addition, it also provided the funds 
that enabled many of the small-and middle-sized companies to ven- 
ture into exploration and development of crude oil and gas properties 
in Canada, South America, and the Middle East. 

As I reflect on the verbiage which has been expended on this issue 
over the years, there comes to mind a portion of a statement made to 
the Ways and Means Committee in May of 1953 by a small oil jobber 
from Pine Bluff, Ark. This jobber, who began his existence in the 
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oil industry with borrowed money and a leased service station, had 
this to say: 


Let’s take a look at what these boys are after. The coal crowd wants to cut 
off residual imports because they figure that it will force some residual oil 
consumers to burn coal. In my opinion, the reason these people quit using coal 
and started using residual oil was because John L. Lewis called so many strikes 
and holidays they didn’t know when or whether they were going to get any fuel. 
Now, he comes along and wants these same consumers forced to use his product 
after he’s run them off. Apparently, the consumer, as usual, is caught in the 
middle. 

Now we come to the crowd that I really cry over—the independent producers. 
It looks to me like they are eating pretty high on the hog already. The price 
of crude oil today is more than double what it was during the war years, 
whereas most of the jobbers are making the same amount of cents, and frac- 
tions thereof, per gallon gross that they were making in 1940 while our net has 
decreased tremendously. Now what do these boys want? They want imports 
on residual oil curbed so that a shortage will be created and the price pushed 
up some more. When the price of residual oil goes up, they will then push up 
the price of crude oil. When the price of crude oil goes up, every consumer of 
petroleum products in this country will have to foot the bill in some form or 
another. 

* * * Of course, they want to get crude-oil imports cut off so that they can 
produce some more at a new higher price which will be brought about by cut- 
ting the residual oil imports. 

Now mind you, these independents never do these things for themselves—it is 
done in the name of national defense. I have been reading their stuff for 
years, and if I believed everything I read I could figure that they are not in 
business to make money but are solely interested in the security of the United 
States. I think they are as patriotic as the average American businessman, but 
I seriously doubt there has ever been a purely patriotic oil well drilled in the 
history of the world. They are in business to make money just like I am, and if 
having a good supply of oil is to the benefit of the United States as a whole, it 
is a byproduct of their real objective. I don’t object to them making money 
but I do get sick and tired of seeing people cover up their greedy desires with 
the American flag. I have to work hard to sell petroleum products. The in- 
dependent producer is guaranteed a fair share of the crude-oil market by pro- 
ration laws. The only way I can get a fair share is by hard work. On top 
of this proration protection they get what is known as a depletion allowance 
which, in my judgment, is about equivalent to a license to steal. Asa matter of 
fact, I believe I would rather have the depletion allowance. 

Now I’m not trying to be hard on these fellows, but I think it is high time 
that the businessmen of this country—and that includes the coal people and the 
independent producers—quit looking to the Federal Government for aid at 
somebody else’s expense every time business takes a dip. 


THE CURRENT SITUATION 


The fact that the principal proponents of restrictions on oil im- 
ports have a bad record as prophets is not in and of itself sufficient 
reason to ignore their current petition for restrictions—to the con- 
trary, we must examine the situation, giving due regard to all factors 
and aspects, before making permanent decisions to cure temporary 
ailments. It is quite true that domestic production of crue oil in this 
country has been cut back, a situation faced also by our good Western 
Hemisphere neighbors, Canada and Venezuela. It is equally true that 
current indications point to a definite trend toward increased domestic 
production. 

Now what are the reasons for the current situation? There would 
probably be as many answers to that question as there are people at- 
tempting to give an answer. In my judgment the principal reasons 
are as follows: 
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1. The productive capacity of the domestic crude industry has been 
increased at such a rapid rate—as was pointed out by Mr. Russell 
Brown—as related to demand, that we simply have an excess of capac- 
ity, with all participants desiring to produce at maximum. 

2. This situation of domestic oversupply has been in existence for 
some time and despite this fact we have continued to produce oil and 
products to a point where one of two things must happen—either 
erude-oil production is cut back or the price of crude oil will dras- 
tically break. 

3. Natural gas—produced by the same segment—has made severe 
inroads into fuel-oil and coal markets. 

4. The petroleum industry, like every other industry in the United 
States, is in the midst of a recession or business drop and as a result 
there is a decline in demand. 

5. Imports of crude oil had become slightly excessive prior to the 
instigation of the voluntary quota plan, as related to the other fac- 
tors mentioned above. 

In brief, while crude oil imports have undoubtedly made some con- 
tribution to the current situation, they are not the prime provoking 
cause and have not, in our judgment, been excessive to such an extent 
as to warrant the necessity for mandatory restrictions. The question 
at issue is: Should we take the stringent measures recommended by 
the coal and independent oil producer groups to relieve the existing 
temporary situation? It is the jobbers’ view that we should not. It 
is our belief that the domestic petroleum industry will work itself 
out of this situation in the same manner that it has done so for the 
past 30 years, and that any action to restrict oil imports would be in 
disregard of the historical flexibility of the domestic industry and 
would be born more of panic than necessity to preserve our national 
security. 

Certainly no discussion of the present situation could ignore the 
actions of the President’s Cabinet Committee and the Office of De- 
fense Mobilization since 1955. It was early in 1955 when the Presi- 
dent’s Cabinet Committee made the finding that imports of crude 
and residual oil were excessive and should be limited to the ratios pre- 
vailing in 1954. This finding was coupled with a request that the 
importers adhere to this ratio. The importers did not adhere to the 
ratio, and subsequent studies were made with the result that the Com- 
mittee found that while crude-oil imports continued to be excessive, 
the same did not apply to residual imports. This latter position has 
not been changed to this date. Later the Cabinet Committee recom- 
mended a new formula for the east coast, and subsequently another : 
formula for the west coast, both of which called for significant re- 
ductions in crude-oil imports. The importing companies were called 
in and quota allocations were made for each. 

Subsequently, the provisions of the Buy-American Act were applied 
to Government oil purchases and, in addition, the voluntary quota | 
plan was extended to cover unfinished gasoline and other unfinished 
petroleum products. Thus far this so-called voluntary plan of import 
restrictions has on an overall basis worked well. 

The jobbers have consistently been of the opinion that the action | 
of the Cabinet Committee—I am referring now to the voluntary im- 
ports plan and the other methods taken to restrict oil imports on a 
so-called voluntary basis—that the action of the Cabinet Committee 
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was born more of political expediency than necessity. If, however, 
the importing companies saw fit to concur in this “pistol point” plan 
of restrictions, that, of course, was their business. Whether the action 
of the Cabinet Committee and ODM was justified or not, the fact 
remains that imports were restricted and still are restricted—all with- 
out the necessity of legislative mandate. Unfortunately, however, this 
does not appear to be enough for the independent producers. 


THE PROPOSED AMENDMENTS 


Let us examine briefly the amendments proposed by the inde- 

endent producers and the coal producers before the Ways and Means 

ommittee, bearing in mind their allegations that these amendments 
are necessary to achieve two basic purposes—(1) the economic stabil- 
ity of the domestic industry, and (2) our national security. In their 
first amendment they proposed that whenever the President has de- 
termined that imports of a commodity shall not exceed specified 
levels, then any importing company whose imports exceed such levels 
shall be subject to a duty amounting to 30 percent of the value of the 
cargo and, in addition, shall be emia to damages and confiscation 
of cargo. At no place in this amendment was any regard given for 
foreign source of origin of the imported oil on a basis that would be 
advantageous to our Nation from the standpoint of economics and 
availability of supply in the event of national emergency. The 
amendment suggested no provisions that would give preferential 
consideration for imports from such countries as Canada and Ven- 
ezuela—two of our best cash customers—the countries whose oil we 
would need the most in time of national emergency. How could 
such an amendment be placed in a trade law, designed to promote 
trade reciprocity, without being inconsistent eveh with the basic 
purpose of the law itself? This amendment is inconsistent even with 
the policies of the independent oil producers, who have time and time 
again indicated that preferential consideration should be given to 
crude oil imported from Western Hemisphere sources. 

Their second proposed amendment would limit imports of crude 
oil and petroleum products, respectively, to the ratios obtaining in 
1954. This is premised on the conclusive presumption that imports 
in excess of these ratios automatically endanger national security. 
Even the President’s Cabinet. Committee, on whose determinations 
the proponents rely so heavily, has already determined that. this 
relationship is no longer applicable to both crude oil and residual 
oil. Neither does this amendment permit preferential consideration 
for oil imports from those sources best suited for national defense, nor 
does it give any consideration to economic impacts. In brief, neither 
of these amendments provides any means for escalation or changes 
that would be necessary to achieve the desired ends—economic sta- 
bility and national security. 


CONCLUSION 


It is the jobbers’ firm belief that the current situation of oversupply 
in the domestic market place will ultimately — itself without the 
necessity of either Executive or legislative mandate. These same job- 
bers are more familiar with depressed markets and stiff competition 
than the independent producer has ever known or will ever know. 
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For more than 2 years jobbers have been faced and plagued with gas- 
oline price wars, loss of business to their major company competitors, 
a rapidly diminishing percentage of petroleum product markets, and 
all of the other problems that beset a marketer when supply exceeds 
demand. The jobber has no proration laws to assist him in getting 
his share of such markets as are available. He has no depletion al- 
lowance or intangible drilling cost allowance to partially compensate 
him for his losses due to selection of bad service station sites. Despite 
these differences in the position of the jobber and the independent pro- 
ducer, the jobbing segment, which I represent, has the distinction of 
being the only group within the petroleum industry that has never 
come to this Congress asking for laws which stifle their competition or 
give them preferential consideration over anyone else within the in- 
dustry. Surely if these small jobbers can stand up in the toughest 
competitive arena known to American industry, the independent pro- 
ducer with all the tax benefits and preferential laws that work in his 
favor could be willing to take a few jolts without running to the 
Congress every time crude production takes a drop. 

It is that same producer who on the one hand wants freedom from 
Federal control of his gas production—a position with which oil job- 
bers unanimously concur—but who on the other hand solicits Federal 
control of his crude-oil competitor. Is this not rather inconsistent ? 
The only thing more inconsistent that I can conceive of would be for 
this Congress to pass a so-called Trade Agreements Act which con- 
tains emasculating provisions that would defeat the very purpose of 
the act. If we are to have a program of trade reciprocity, then let’s 
have it, and carry it out on a businesslike basis, giving preferential 
consideration to those who give us preferential consideration. 

If we are going to have a Trade Agreements Act in name only, I 
suggest it would be better to have no act at all. For us to pass a Trade 
Agreements Extension Act containing provisions which are incon- 
sistent with the very purposes of the act would, in my judgment, leave 
our great Nation subject to the very valid charge that “the voice is 
Jacob’s voice, but the hands are the hands of Esau.” 

Senator Frear. Questions, Senator Bennett ? 

Senator Bennerr. I have just one comment, Mr. Chairman. 

The statement on page 8 that the lamentations and wails of the inde- 
pendent producers were enough to melt the hardest heart and force the 
most liberal free traders to copious tears apparently is not completely 
accurate, because the witness’ heart has not been melted, and we see 
no tears. 

Mr. Extts. I am not the most liberal freetrader. 

Senator Bennerr. So that takes me out of the category I am re- 
ferring to. I am an “Old Deal” Democrat, and a little bit removed 
from maybe some of the liberal policies on so-called free trade. 

But I think in this particular instance, we have a situation where 
for 29 years we have been listening to a bunch of false prophecies that 
have never proven to be correct. We have seen an industry grow 
healthy, wealthy, and strong. 

And how, under those circumstances, those people are entitled to 
bellyache and want protection is a little bit beyond me. 

Senator Frear. Thank you, sir. 

Mr. Exits. Yes, sir. 

Senator Frear. Mr. B. Orchard Lisle, the Oil Forum, Inc. 
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STATEMENT OF B. ORCHARD LISLE, PRESIDENT, THE OIL 
FORUM, INC. 


Mr. Laste. Mr. Chairman and gentlemen, my name is Brian 
Orchard Lisle, and I am president and principal stockholder of a 
small, family-owned enterprise known as the Oil Forum, Inc. Our 
sole business is the publication of a monthly petroleum periodical 
and some oil maps. 

No member of my family, nor myself, own, or have owned in recent 
decades, shares of stock in any other international enterprise. This 
testimony, therefore, is presented in my capacity of a private citizen 
who views the country’s economy in general—and the petroleum in- 
dustry in particular—from a tower of observation taking in most 
scenes visible this side of the horizon. 

During the past 11 years we have published many discussions in 
our magazine—the viewpoints of anti-import groups, the opposite 
convictions of importers, and independent expressions of public 
interest in terms of supply, prices, and national defense. In fact, on 
quite a number of occasions we have had the privilege of giving 
audience through our pages to the thinking of two persons not pres- 
ent—the honorable Senator from Nevada and, also, 1f memory serves 
me correctly, the remarks of the distinguished gentleman from Okla- 
homa, who has some modest connection with our industry. 

Thus, in my capacity of publisher, enhanced by experience as an 
economic research analyst in Federal service, it has been possible for 
me to keep a relatively open mind concerning the ramified problems 
of an outstanding example of free industrial enterprise. 

This appearance, my first before any United States legislative or 
governmental body, is morally incumbent on me because so much dis- 
tored data has been presented at these congressional hearings. I be- 
lieve such to be misunderstandings of the true situation by well-mean- 
ing persons whose thinking, unfortunately, is subjective rather than 
objective in nature. 

My own testimony originally had been drafted directly in relation 
to the commodity group produced by the industry I serve. In com- 
pliance with the desires of this committee, however, this oral state- 
ment is limited to general aspects of the trade program as proposed 
in the House-passed bill. 

Because the previously prepared material, introducing for the first 
time the results of some original and enlightening research into oil 
industry economics, has pertinence to points which soon will be ar- 
gued on the Senate floor, I trust you will agree to my citing its nine 
main points and to its inclusion entirely into the written record. 

Senator Frear. What are you asking to be included ? 

Mr. Listx. What would be the seventh page here, what would be 
my supplementary statement, the nine points which are single-spaced 
in the supplementary statement. 

Senator Frear. Without objection, it will be included. 

Mr. Lastx. The nine points are: 

1. The decline in oil well drilling activity, about which you have 
heard so much, is an economic reality that began not recently but 20 
years ago, before imports became a significant factor. Thus, which 
United States drilling is at its lowest ratio to producers’ gross income 
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in over 2 decades, the curve has formed a vertical plateau for the past 
10 years. 

2 By any economic yardstick—barrels per producing well, barrels 
per hole drilled, or barrels per foot drilled—the United States dis- 
covery trends show that less new oil can be found for any intensity of 
drilling effort. 

3. The law of diminishing returns cannot be repealed, and we are 
faced by the fact that the United States has for ages met 65 percent 
of the world’s petroleum requirements from about 15 percent of the 
world’s proven reserves. This cannot be continued. Meanwhile, his- 
toric and current levels of oil imports have not been detrimental to the 
search for and discovery of new domestic oil reserves—but the incen- 
tives for such capital risk are reduced. 

4. The effect of oil imports on the parlous condition of many do- 
mestic producers has been overstated. Their outcry, their panic, has 
been induced by fear and injury that might be, rather than significant 
loss of business. What actually has happened is that their percentage 
share of a growing hydrocarbon energy market has been reduced. 
Their volumetric sales are not adversely affected, and their actual 
gross income is rising. Since their costs are rising even more rapidly, 
however, they seek by all means to ease the pressure of this economic 
vise in which they are gripped. 

5. The constant stress on the dramatic reductions in allowable pro- 
duction days in Texas has not been conducive to clear endanhiniing 
of the picture in that State. United States Bureau of Mines sta- 
tistics on overall oil output in Texas over the past half-dozen years— 
during which, as you were shown, the allowables themselves have been 
reduced—record a continued maintenance of actual levels of produc- 
tion up to recent months. In fact, last year’s production was the 
second highest in the history of the State’s petroleum industry. 

6. The charge that voluntary controls of oil imports have failed is 
wholly unfounded. 

7. The rate of expansion of the domestic oil producing business has 
slackened not solely due to imports, as has been alleged; rather it re- 
sults from the overall business recession which has reduced the de- 
mand for all fuels below expectations, and primarily due to impact of 
competitive fuels from domestic sources. 

8. If all oil imports were totally excluded from the United States— 
and had been excluded from the very beginning when the IPAA op- 
posed them 30 years ago—the resultant additions to the sale of 
domestic crude would not have been sufficient to alter the fact that to- 
day petroleum is losing ground to other fuels—as coal did, before it. 
Oil’s chief competition is from natural gas and gas liquids. Tomor- 
row, nuclear power may prove a significant factor. 

9. The domestic petroleum industry’s need is new incentives to en- 
courage it in the economic race, not crutches in the form of imports 
controls that in the long run will slow it down. 

The high-powered drive to restrict our international trade by erec- 
tion of protective tariff barriers and quotas is engined and super- 
charged by domestic producers of all sorts of commodities who en- 
deavor to promote their short-term, special interests against the long- 
term national interest. 
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Anybody wading through the 2,935 pages of the House Ways and 
Means Committee hearings on this subject cannot help but be de- 
pressed by the ridiculous lengths to which some self-centered mi- 
nority groups have gone to fabricate a wobbly halo of being a “neces- 
sity for national security” threatened with destruction by imports in 
their respective lines. 

Behind the anti-imports drive almost invariably is an understand- 
able reaction against competition, especially in these times of eco- 
nomic readjustment; an age-old need to find a scapegoat, rather than 
to probe for the root of one’s own problems; and a human impulse to 
protect prices and profits. But it is imperative we should defeat such 
shortsighted efforts. 

I do not mean that we must have a condition of anarchy in our 
international trade, with no governmental restraints. I am aware that 
there must be a measure of protection for some industries, so long as 
this is in the long-term national interest. 

At the same time, increasing imports provide competition that can 
stimulate improvement of our domestic industries, which also is in the 
national interest. Our antitrust laws were created with a view to in- 
suring Maximum competition. Our tariff laws, by the same token, 
should have a parallel effect. They should help competition to stim- 
ulate domestic industries. 

American industrialists in general have successfully withstood the 
impact of foreign competition, subject to reasonable safeguards, in all 
major fields. As long as our economy remains dynamic, they will con- 
tinue to do so. Our technology, our methods of production, are such 
as to give us actual and potential advantages which ought not to be 
adversely affected by foreign competition. 

Some protection can be given to the import-competing industries 
that does not conflict with the national interest. But this should not 
halt the growth of imports, or save domestic commodities from for- 
eign competition, because Congress has established the principle that 
competition is in the national interest. 

Such protection as domestic industries are entitled should be no 
more that a breakwater that guards against a sudden and dangerous 
tidal surge in imports that does not allow sufficient time to adjust 
to the new competitive circumstances. 

A fine example of such a guaranty of gradualism is the highly 
successful voluntary oil-imports-control program administered by 
Captain Carson under the direction of a special Presidential Cabinet 
Committee. 

Since 1934, our President has been given, through democratic 
processes, the right to negotiate reciprocal trade agreements. Con- 

ress, as is right, always has retained the power to impose legislative 

imitations. But this is no time to revoke these agreements, to become 
less liberal. 

It would be unfortunate if Congress should enact a bill basically 
changing that which has been in effect for the past 23 years. Our 
national security as well as our domestic economy demand that we 
should not fall into the error of using the present recession to impose 
crippling amendments to the act. 
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Furthermore, this great Nation of ours has carried the flag of free 
trade to all points of the compass. Every schoolchild knows—or did 
in my day—that historically we have gone so far as to force other 
nations at the point of a gun to open their trade barriers to us; as 
was the case when Admiral Perry persuaded the isolationist Japanese. 

It ill-behooves us now to add fresh import-restricting devices and 
flexible escape clauses to our reciprocal trade agreements. Apart from 
a matter of bad grace, a high-tariff protectionist policy now, in the 
face of the Soviet economic offensive, not to mention the European 
Common Market and like developments, would destroy a million or 
more jobs in this country within the next 5 years. 

This committee no doubt is aware that some 414 million of our 
work force depend upon exports for their livelihood. Badly conceived 
foreign-trade policy can a irrevocable harm to this aspect of our 
economy, and add greatly to unemployment. 

In fact, during this period of economic readjustment there are 
quite a substantial number of firms who have indicated that the 
growth of their export sales has compensated in whole or in part for 
the reduction in domestic demand. But we cannot have exports unless 
we import, because it is only by America buying abroad that foreign 
nations can earn the dollars to pay us for their needs. 

I might interject at this point that there are those who allege that 
some of the countries overseas into which flow many millions of dol- 
lars do not buy much from America. That is quibbling, because all 
dollars that leave this country come back to us in trade, even though 
they may pass through the hands of several other countries en route. 

At times it may be to the advantage of one foreign nation to re- 
lease some of its dollars to a second country abroad, by virtue of a 
special trade deal; but that second country spends its dollars here. 
Proof of this fact is evident from our governmental trade statistics. 
In 1957 our exports exceeded our imports by about $8 billion. We 
spent $12 billion, and got paid $20 billion—not an inconsequential 
figure to swell American payrolls. 

Not only is the United States the world’s largest exporter, but the 
potential in growth for our export trade is fantastic, if only we don’t 
choke off the dollar-earning competition of imports, And, although 
we have been generously endowed with natural resources, there are 
many which we have in inadequate supply to meet all our present 
or foreseeable needs of the future. We must be prepared to import 
them in growing quantities, 

I have endeavored to bring out in these remarks that the interna- 
tional aspect of our Reciprocal Trade Act cannot be divorced from 
the domestic economic factors. I believe it is equally true that the 
international implications of its continuation are tremendously im- 
portant politically, because the policies of nations are so greatly 
influenced by economics. 

Here we are, faced with the political competition of the Soviet 
colonial empire—the greatest threat to the Western World since the 
Golden Horde streamed out from the steppes of central Asia to shake 
the very portals of Europe. 

That spirit of ruthless conquest survives today, but now it is cloaked 
in the guise of friendly commerce. Soviet missions roam around the 
world, not giving away billions, as does Uncle Sam, but offering trade. 
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Self-respecting people prefer to earn their way in this world, and 
that is true of nations. When they are forced by circumstances to 
accept charity—and some nations have refused our offers—their pride 
suffers; resentment and envy tend to destroy their regard for the 
giver. The wily Soviets give little, promise much—but, above all, 
they offer trade. This has tremendous appeal. 

Many of our friends seek trade where they can, because they de- 
pend upon trade for their very existence. The Soviet colonial empire 
opens its import doors invitingly to these nations. 

If our doors are closed, or begrudgingly parted a mere slit, this 
trade will flow to the East. Therefore e, as our direct aid is reduced, 
the slack needs to be taken up by increased trade. 

To summarize, in our general self-interest and in the broad field 
of national policy, it is important that the Members of the Senate 
should decide in favor of a liberal trade policy, providing for— 

Vital raw materials for our factories; 

Lower cost of living for our consumers; : 

Markets for our exporters—machinery and farm products; 
Strength for our free-world allies; and 

Hope ‘for the uncommitted nations of the world. 

Khrushchev has openly challenged this country to an economic 
battle to the death, saying he will ‘bury us, and he rather expects us 
to dig our own grave, too. It is time we seize the initiative, and 
turn to victory his prediction of our defeat. 

To do this we must make ourselves worthy of world leadership. To 
re to the short-term special interest of our minority groups 

gainst the national interest, and against the needs of other nations 
of the free world, is to head down a road leading to disunity and 
eventual defeat. 

An extension of our Reciprocal Trade Act for at least 5 years not 
only would morally and economically strengthen our natural allies, 
but also would favorably influence the attitudes of many so-called 
neutralist countries. Such evidence of a cooperative and helpful 
attitude on the part of the United States is greatly needed to help us 
win the cold war. 

Gentlemen, your consideration of this statement and supporting 
evidence is armly appreciated. I only regret the departure of Mr. 
Long and Mr. Flanders, because I was hoping for some spirited 
debate. 

Senator Bennerr. While you are regretting, you had better regret 
also the absence of the Senator from Nevada. He could have a lot 
of fun with your statement. 

Mr. Listx. I am sure of it. We have had some correspondence, 
sir. 

Senator Bennerrt. I have no questions or comments, Mr, Chairman. 

Senator Frear. Thank you, Mr. Lisle. 

(Mr. Lisle’s supplemental statement follows :) 


SUPPLEMENTARY STATEMENT OF BRIAN ORCHARD LISLE, PRESIDENT OF THE OIL 
Forum, INC. 


Professional viewers with alarm have sold the domestic oil operators on im- 
ports being the cause of all their troubles. For 30 years they have tried in vain 
to convince successive Congresses of the “urgent need” for imposing controls on 
imports of foreign oil. They have failed, because the record proved no such 
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need. Currently they are trying to persuade this committee it is necessary to 
impose mandatory legislative limitations on petroleum imports—through quotas, 
tariffs, or both. 

They base their arguments on three main premises: (1) Volume of imports 
injures the domestic producer; (2) voluntary controls have failed; (3) the do- 
mestic producer is threatened with ruin. As I see it, none of these allegations 
is true. The domestic producer is having a tough time of it, but the cause comes 
from internal economics and United States Government statistics will prove 
this contention. My testimony to this committee will show that continued impor- 
tation of petroleum at flexible levels is essential to our economic welfare and 
to our national defense. Supporting evidence will not be in terms of transitory 
fluctuations but in long-term trends, so that the matter may be viewed in its 
proper perspective. I shall make the following points: 

1. The decline in oil well drilling activity, about which you have heard 
so much, is an economic reality that began not recently but 20 years ago, 
before imports became a significant factor. Thus, which United States 
drilling is at its lowest ratio to producers’ gross income in over two decades, 
the curve has formed a vertical plateau for the past 10 years. 

2. By any economic yardstick—barrels per producing well, barrels per 
hole drilled, or barrels per foot drilled—the United States discovery trend 
shows that less new oil can be found for any intensity of drilling effort. 

8. The law of diminishing returns cannot be repealed, and we are faced 
by the fact the United States has for ages met 65 percent of the world’s 
petroleum requirements from about 15 percent of the world’s proven re- 
serves. This cannot be continued. Meanwhile, historic and current levels of 
oil imports have not been detrimental to the search for and discovery of 
new domestic oil reserves—but the incentives for such capital risk are 
reduced. 

4. The effect of oil imports on the parlous condition of many domestic 
producers has been overstated. Their outcry, their panic, has been induced 
by fear of injury that might be, rather than significant loss of business. 
What actually has happened is that their percentage share of a growing 
hydrocarbon energy market has been reduced. Their volumetric sales are 
not adversely affected, and their actual gross income is rising. Since their 
costs are rising even more rapidly, however, they seek by all means to ease 
the pressure of this economic vise in which they are gripped. 

5. The constant stress on the dramatic reductions in “allowable production 
days” in Texas has not been conducive to clear understanding of the picture 
in that State. United States Bureau of Mines statistics on overall oil output 
in Texas over the past half-dozen years—during which, as you were shown, 
the allowables themselves have been reduced—record a continued mainte- 
nance of actual levels of production up to recent months. In fact, last year’s 
production was the second highest in the history of the State’s petroleum 
industry. 

6. The charge that voluntary controls of oil imports have failed is wholly 
unfounded. 

7. The rate of expansion of the domestic oil-producing business has slack- 
ened not solely due to imports, as has been alleged; rather, it results from 
the overall business recession which has reduced the demand for all fuels 
below expectations, and primarily due to impact of competitive fuels from 
domestic sources. 

8. If all oil imports were totally excluded from the United States—and 
had been excluded from the very beginning when the IPAA opposed them 
30 years ago—the resultant additions to the sale of domestic crude would 
not have been sufficient to alter the fact that today petroleum is losing 
ground to other fuels (as coal did, before it). Oil’s chief competition is 
from natural gas and gas liquids. Tomorrow, nuclear power may prove a 
significant factor. 

9. The domestic petroleum industry’s need is new incentives to encourage 
it in the economie race, not crutches in the form of imports controls that 
in the long run will slow it down. 
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THE MODEST DECLINE IN DOMESTIC DRILLING, AND ITS CAUSES 


It is unfortunate that a few single-minded people have been encouraged to 
broadcast their condemnation of imports as being solely to blame for today’s 
problems of the United States oil producer. In so doing—in seeking to sacrifice 
this scapegoat they turn their eyes away from the real underlying factors in the 
producers’ dilemma. If these factors are only recognized, remedial action might 
be possible—but curtailment or even complete cessation of oil imports will no 
more eliminate their handicaps than were the sins of our Biblical forbears 
washed away by the blood of sacrificial goats. 

The domestic producers real problems lie in the narrowing margins between 
revenues and costs, resulting in part from general inflation of the price of equip- 
ment, materials and services, as well as rising wage levels; in part by the in- 
vasion of oil markets by domestic natural gas and gas liquids;* and mostly be- 
cause of the steady decline of the physical returns on his investment of time, 
money and discovery genius. Fortunately, the poorer rate of oil discovery has 
been mitigated by improved value of the accompanying natural gas products. 

Vast strides have been made in the technique of oil discovery, but with every 
oilfield found by the drill there is one less remaining to be found. Statistics 
covering the past decade, especially, make it quite clear the law of diminishing 
returns is fast enforcing its mandate. The opening up of the promising po- 
tential of the offshore Continental Shelf submarine lands for prospecting a 
number of years ago can slow down but not halt this trend. 

Here, if you will, is a most serious problem. It is a disenheartening thought 
to realize that whereas each foot of hole drilled 10 years ago added 31.2 
barrels of oil to our reserves, today the returns per foot amount to only 11 
barrels, or about one-third as much. Our discovery rate per hole drilled is not 
quite so bad, although it still makes poor showing at somewhat better than 
45,000 barrels of new reserves per hole drilled last year, compared with more 
than double that figure, at 108,000 barrels, in 1948. Similarly, taking only into 
consideration the successfu! oil wells, 10 years ago the average producer pro- 
vided us with over 192,000 barrels of new reserves, but in 1957 the average dis- 
covery was equivalent to substantially less than 89,000 barrels. It is self- 
evident that these adverse factors are pyramiding—trilling costs and overheads 
have gone up, wells have to be drilled deeper, and the returns on investment are 
diminishing. 


Crude oil reserves developed in the United States in relationship to drilling effort 


= ae - — : — - 7 . ———_—_—__—_-— 
| | 





| | | 
|Gross additions to} | Barrels of| | Barrels of Barrels of 
| crude oil re- Feet of hole; oil dis- | Number | oil discov- | Number of | oil discov- 
Year | serves ! (thou- | drilled covered, | of holes | ered, per | producing | ered, per 
| sand barrels) j|(thousands)| per foot | drilled ? | hole wells drilled) producing 
| | | well 
| | j | 
1948 __ _. 4, 265, 764 136, 709 31.2} 39,477 | 108, 057 192, 177 
BMEh de<0n 3, 574, 621 | 138, 617 25. 8 | 38, 962 91, 746 | 166, 921 
1950... 2, 562, 685 159, 762 16. 0 43, 307 59, 175 107, 789 
1951-_... 4, 413, 954 | 176, 757 25. 0 45, 996 95, 964 187, 572 
1952. ... 2, 749, 288 | 188, 393 | 14. 6 46, 509 59, 113 117, 637 
1953 _. 3, 296, 130 | 198, 432 16. 6 49, 480 | 66, 615 | 130, 535 
Wrekin .+- 2, 873, 037 | 211, 296 | 13.6 | 52,197 55, 042 102, 378 
1955... . 2, 870, 724 228, 530 12. 6 | 55, 879 51, 374 | 94, 202 
Ee wip oe 2, 974, 800 235, 386 12. 6 58, 418 50, 915 97, 070 
i 2, 424, 800 | 219, 404 11.0 53, 350 45, 451 88, 613 





1 Additions to reserves resulting from discovery of new oilfields, new pools in old fields, extensions of 
known fields, and revisions of previous estimates. Data compiled under the auspices of the American 
Petroleum Institute. 

2 Includes oil wells, gas wells, distillate wells, water-flood wells, other service wells, and all dry holes, 


1With which I dealt in great detail in a letter reproduced in the record of the recent 
House Ways and Means Committee hearings on this bill, and which is herewith summarized 
by exhibits V through VII. 
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TREND SHOWS LESS NEW OIL 
RESERVES CAN BE FOUND FOR 


ANY_ INTENSITY OF EFFORT 
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EXHIBIT I 


It has been alleged by spokesmen for the domestic producers that rising levels 
of oil imports are the direct cause of current drilling effort being at a lower 
level than they have been for several years. There may have been some psy- 
chological influence along such lines, but the poor discovery rate has been the 
primary factor—not imports. Some 50 congressional investigations in the past 
30 years have absolved oil imports from having any harmful effect on our 
domestic industry, and it is only this past 18 months that the Government has 
considered it desirable to put so much as a restraining hand on the importers. 
Yet, analysis of the record shows that domestic producers’ enthusiasm for 
reinvesting in new wells actually went on the skids over 20 years ago, and leveled 
off on a plateau for the past decade. 
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Exuistr II 


Domestic producers have charged that imports are reducing their income, so 
they no longer can afford to drill more wells. This does not jibe with the fact 
that United States drilling is at its lowest ratio to producers gross income of 
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any time since 1937, and its precipitate descent to this 10-year plateau pre- 
ceded the significant rise in imports. Therefore, imports cannot be held eco- 
nomically responsible for the reduced drilling rate in this country. The pre- 
viously mentioned aspect of poorer returns on investment is more logically a 
primary factor. 

The decline actually has been short-lived, and is one of those temporary dips 
which inevitably occurs in any phase of the economy of a nation. Comparable 
or greater dips have occurred in other peacetime years—in 1938 and 1939, for 
example, and in 1949—and have been followed by climbs to new peak levels. 
This is history repeating itself, for when the number of wells drilled and the 
growth in United States reserves are charted against imports over the past 
33 years (exhibit III), it is self-evident that rising imports have not adversely 
affected these growth curves. 
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Exugsir III 


The reduced incentive to invest the larger sums now necessary for domestic 
oil exploration, due to poorer returns on such investment, is a primary factor for 
such decline in our drilling rates as has taken place. Wipe out imports entirely, 
and you still are faced by the law of diminishing returns from drilling within 
our borders. I might go so far as to say that the rising trend of imports has 
been the resuit of diminishing intensity of domestic oil operations, rather than 
the other way around as has been alleged. 


WHERE THEIR INCOME HAS BEEN GOING 


The fact that domestic drillers are drilling fewer wells per million dollars 
of income should not be mistaken for an indication of excessive profits being 
made on their crude oil sales. In the first place, I specified gross income and 
I previously have made the point that their wells are costing them much more 
today than they did in the past, as well as other higher costs of operation. In 
the second place, many of them are spending just as much as ever on explora- 
tion—perhaps even more—but it is not all spent in the United States. Even 
some of the most vocal of the anti-imports group are hedging their bets by 
undertaking costly exploration programs in foreign lands. This is as it should 
be. In fact, we have urged them to do so for the past 11 years, for the United 
States cannot long continue to supply more than 60 percent of the world’s pe- 
troleum requirements from only 15 percent of the world’s proven reserves. 

It has been our conviction that if they make good profits abroad, they can 
afford to take bigger investment risks at home than otherwise would be the 
case. We have argued against their opposition to the importers, “You can’t 
beat ’em, so join ’em.” For a long time they closed their ears to the gospel, 
but today they are getting religion on a gratifying scale. It is the initial suc- 
cesses of a number of these independents who have gone abroad and has served 











732 TRADE AGREEMENTS ACT EXTENSION 


to swell the ranks of the importers whom their fellow independents oppose in 
traditional fashion—until they, too, have foreign oil to import. 

Two or three years ago there were hardly more than 2 dozen independent 
United States oil producers operating outside the North American Continent. 
Today the picture is far different. Some 9 months ago we compiled and pub- 
lished a list of 223 independent American oil operators engaged in exploration 
and development programs in 51 countries outside the United States (exhibit 
IV, Trends survey, “How the Rapid Spread of Independents Into Foreign Op- 
erations Affects the Global Oil Industry—And Who Are the New International 
Operators”). Already this number has grown well past the 250 mark, and 
there is no letup in sight. 

This sudden enthusiasm for overseas operations has stemmed directly from 
the poor discovery potential in the United States. As yet there is no survey 
as to just how much these companies are spending abroad—but, I assure you, 
foreign operations are far more costly than domestic. But, since the risks are 
far less in virgin and semiproven territory than in our lands that have been 
worked over and over again, these operators have conciuded that they stand 
to get a much better return on their risk-capital abroad than they will if they 
restrict themselves to prospecting at home in depleted areas. As stated before, 
profitable foreign operations will enable them to do more at home, paradoxical 
as it may seem. 

This thought is a sound one, and there is a measure of proof that it works 
out. Traditionally most of our drilling has been done by the independent 
producer—and most of the production, too. But the major companies have 
been assuming an increased burden in this regard. They are doing most of the 
geophysical exploration in this country today—and by major companies, I mean 
the principal importers. As is traditional, a large part of their exploration 
acreage they farm out to independents for prospecting with the drill, but even 
so their own share of the drilling activity is rising. According to an esteemed 
contemporary,” the 22 largest producing companies (15 of which are important 
importers) drilled 11,709 wells in 1955, or 21 percent of the total that year, 
were credited with 21.7 percent of the 1956 holes, and last year they accounted 
for 12,028 wells, or 22.5 percent of the Nation’s total. So much for the argu- 
ment that growing imports result in the importers drilling fewer wells in the 
United States. Instead, their economies with imported oil to supplement their 
domestic sources has enabled them to do a better job at home. 

So it should prove to be with regard to the two hundred-fifty-odd independ- 
ent domestic producers who now have branched out into the field of foreign 
operations. 

Not only is the development of United States-operated petroleum resources 
abroad good business, but it is a sound step for the United States national 
economy. Our resources have been depleted at a pace that could not. and should 
not, be maintained. Something must be kept by for abnormal conditions, such 
as when hostilities or political factors might cut off some other sources of 
supply. 

You have, of course, been told with great intensity of conviction that ‘There 
is no defense in foreign oil,” and how so many tankers carrying oil were sunk 
off our shores during World War II. Perhaps you were not told, however, 
that most of those oil-carrying ships were not bound for the United States 
they were carrying oil to our fighting forces overseas. Yes, the traffic was in 
the other direction! Nine out of every ten tons of supplies sent to our Armed 
Forces in Europe during the war comprised petroleum products. With the 
stupendous consumption of jet aircraft, this ratio may be worse in the event 
of World War III—which nobody but a defeatist would expect to fight on our 
own shores. : 

Fleet Adm. Chester W. Nimitz said that World War IT was won with “bullets, 
beans, and oil.” Who would deny that this will be even truer of the next war? 
In this connection, we observed in an editorial commentary in the February 
issue of our journal that— 

“Defense of our shores is now extended to a widespread perimeter which will 
require enormous oil resources to maintain, all of which must be moved by 
tanker. The slogan ‘there is no defense in foreign oil,’ based on the vulnerabil- 
ity of tankers bringing oil to our shores in time of war, loses its validity when 
it is realized that oil will have to be shipped by tanker in any event to maintain 
cur foreign military bases. Whether the tanker is headed north, south, east or 


* World Oil. 
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west, whether to this country or from this country, it is still liable to attack 
from the enemy. This fact makes it all the more important that our foreig 
oil interests are maintained in good shape, for in many cases they will be closer 
to the scene of operations, shortening the tanker haul, and so decreasing their 
vulnerability.” 

And we referred to the already imposed voluntary imports curbs sacrificing 
the national interest and the wider interests of defense and our responsibilities 
to NATO, to the sectional interest of the domestic oil producer. 

Far more highly trained logistical minds than our own believe this same thing, 
for shortly we received a letter from Admiral Nimitz saying: 

“T have read your editorial, and agree with your thesis that it is highly im- 
portant to our national defense and security that our allies abroad and neu- 
trals—-who, if not on our side, are, at least, not against us—maintain a healthy 
petroleum industry. Oil purchases from abroad which will accomplish this ob- 
jective are fully justified.” 

It is my sincere belief that your committee's conclusion, after reviewing all 
the facts and evidence presented to it during these hearings, will be that im- 
position of legislative controls on oil imports, by quota or tariff, not only is 
unnecessary but would be a potential threat to our national welfare. 

The petroleum industry has been bred on free enterprise. Federal control of 
imports with a view to affecting the development of the producing industry could 
backfire. A bureaucratic organization resulting therefrom could end by dictating 
terms to the entire industry, including the domestic producer. Continued rec- 
ognition of the dictates of the market place is the soundest approach. The oil 
business has proven its resiliency, and its ability to absorb current levels of 
imperts without harm to domestic enterprise. The addition of restrictions on 
oil imports beyond those already imposed under the voluntary system currently 
in effect would deal a severe blow to the United States economy and to our rich 
international trade. 

Factors of national defense, too, indicate the importance of maintaining of 
freedom of imports. Our defense rests not solely upon the healthy domestic oil 
industry we enjoy, despite its handicaps, but also upon the retention of our strong 
hold on overseas petroleum supplies at a growing number of strategic points 
abroad where they will be most needed in the event of a global conflict. 


Relative market position of oil and natural gas showing percentage relationships 
of oil and gas demand, crude production, and imports 
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Source: U. S. Bureau of Mines Petroleum and Natural Gas Reports. 
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Exuisit IV 


TreNDS: How THE RApiIp SPREAD OF INDEPENDENTS INTO FOREIGN OPERATIONS 
AFFECTS THE GLOBAL Or. INDUSTRY —AND WHO ARE THE NEW INTERNATIONAL 


OPERATORS 


Traditionally, the field of foreign oil operations has been considered the pre- 
serve of a relatively limited group of large international oil companies. A 
fairly substantial number of small concerns, both American and British, en- 
deavored to compete in the search for and development of oil abroad—especially 
during the first 30 years of the century. But most of them floundered for lack 
of adequate capitalization to meet the exorbitant costs involved. Some became 
discouraged in the face of unexpected and difficult problems. Others had their 
properties expropriated, or just tired of trying to cope with unreasonable po- 
litical and legal handicaps. They chose to return to the less spectacular but 
more profitable profits obtainable from development of domestic United States 
reserves. Even the successful few subsequently sold their holdings to the majors. 

Today, however, there is an entirely unprecedented interest and activity 
abroad by independent American operators—and, to a lesser extent, by others 
from such countries as Belgium, France, Germany, Italy, and even Japan. In 
each instance, the stimulation has been the relatively poor discovery rates at 
home—and the prospect of strengthening their competitive status by discovery 
and development of relatively low-cost crude supplies in more prolific foreign oil 
lands. While the cost of overseas operations today is greater than ever, the 
relative risk has been reduced substantially by improved oil exploration tech- 
nology. Furthermore, the investment has been made more attractive by the 
faster rate at which positive results are obtained with modern survey techniques 
and high-speed portable drilling equipment. This reduces the time factor on 
dead-rent payments. The economy of house-trailer camps and mobile workshops 
is another redeeming feature of the new era, whereas in the old days little could 
be salvaged from an unsuccessful venture. 

This entry of new blood into the international oil fraternity is becoming rec- 
ognized as a healthy trend by traditionalists as well as the more liberal-minded, 
although some have viewed the development with trepidation. There is little 
need for undue alarm on the part of the vested interests, however, because 
predictable growth of oil consumption indicates the future demand for petroleum 
will be so great as to leave plenty of scope for expansion by all. 

A British Petroleum Co., Ltd., official, D. C. Ion (exploration manager of 
BP’s Canadian subsidiary, Triad Oil Co., Ltd.), not long ago called the attention 
of the Institute of Petroleum in England to the important expansion of Ameri- 
can oil interests outside of the United States, not only by majors but by many 
independents. He said that the activity is important because— 

(1) These independents do not carry the cartel stigma by which the ma- 
jors have been labeled. 

(2) There will inevitably result an added awareness of the responsible 
role of the petroleum industry in underdeveloped nations. 

(3) The necessary role of wildcatters will progressively be taken over by 
independents (as is the case in the United States of America) while the 
majors will develop their concessions. 


Global oil output by producing regions 


{Figures in thousand barrels per day] 


1955 1965 1975 
Middle East : 3, 180 8, 000 18, 000 
United States.................. 6, 560 9, 000 9, 000 
Caribbean Side 2, 380 3, 800 4, 500 
Canada 7 340 | 1, 000 1, 300 
Mexico_-___- ; 260 | 500 600 
Europe sive Sud sees 180 400 600 
Africa : | Shak | 10 | 200 | 400 
Other Western Hemisphere 160 700 | 1, 000 
Other Eastern Hemisphere ; 360 1, 000 1, 600 
Natural gasoline, shale oil, and synthetic fuels S 620 1, 400 3, 700 


Total free world 14, 050 | 26, 000 | 40, 700 
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Mr. Ion foresees a virtual doubling of free world demand in 1965 at 26 mil- 
lion barrels per day (11,400,000 barrels per day in the United States alone)— 
outstripping last year’s optimistic forecast of Chase Manhattan Bank by 
1,200,000 barrels per day. He sees demand climbing to 40,700,000 barrels per day 
(15 million barrels per day in the United States) by 1975. 

Assuming political conditions are no less stable in the future than they have 
been in recent years, his forecast as to the geographical pattern that produc- 
tion growth is likely to follow in coming decades conforms to the general con- 
census of industry economists. Mr. Ion anticipates that by 1975 Middle 
Eastern output will reach almost 3 times the present United States rate of pro- 
duction, compared currently with little more than half the American level. This 
would require the drilling of 3,200 to 7,000 additional wells in that area during 
the next 20 years, at the rate of perhaps about 2 million feet of hole yearly. 
Second most-important area for expansion would be the Caribbean region of 
South America, while Canada would continue to play a part of growing sig- 
nificance. He anticipated United States output would level off in 1965 at a plateau 
of 9 million barrels per day, less than 50 percent more than current levels. 


223 UNITED STATES OPERATORS NOW ACTIVE IN 51 COUNTRIES 


A new worldwide survey being developed by International Oilman reveals an 
astoundingly active and broadened interest in overseas oil operations by a 
lengthening list of United States independent oilmen. Returns, which are still 
coming in, reveal already that some 223 independent oil operators are engaged 
in, or actively launching, exploration and development programs in 51 countries 
outside of the United States. 

Latin American countries are attracting the largest following among the 
independents, followed by the Middle East, other North America, West Europe 
and the Far East. Approximately 88 percent of all independents represented 
in these worldwide operations are relatively small operators, while 12 percent 
are in the category of semimajor companies. The survey does not include the 
major, integrated companies. 

Until a few years ago, international oil operations were confined primarily 
to a handful of large, integrated oil companies. Today, however, the capital 
risks involved in the search for oil and gas in every part of the world are eagerly 
being shared by the independents as well as the so-called majors. Underlying 
this anomaly is the growing conviction of many governments that the encourage- 
ment of private capital offers the most satisfactory means of converting un- 
tapped natural resources into tangible assets. 

Revisions of petroleum laws, which previously discouraged investments of 
outside, private capital, are opening new international horizons that spell eco- 
nomic and social progress for millions of people in many parts of the world. 
The entry of United States independent oilmen into many other countries may 
perhaps be a golden key that will Open many more doors to improved interna- 
tional relationships. Furthermore, these changing developments may bring 
about a more universal understanding of the fundamental principles of democ- 
racy and freedom in the pursuit of private initiative and individual enterprise. 

The accompanying list of United States oil operators, and the respective coun- 
tries in which they are active, is presented here to show how extensively inde- 
pendent oilmen are engaging in international operations. Names of far-off coun- 
tries, that were legendary a few years ago, are today becoming as familiar to in- 
dependent oil operators as Texas, Louisiana, and California. Prospective oil 
lands in the frozen wastes of Alaska, the deserts of the Middle East, or the 
steaming jungles of Central and South America, are identified with names of 
United States oil operators. United States independents are no longer strangers 
in the capitals of Europe, South America, the Middle East, or even in the Far 
fast. As new concessions are offered in various countries, more and more in- 
dependent oil operators are reportedly successful in obtaining such rights. 

Canada has at least 62 representative United States independents, followed 
by Venezuela with 55, Cuba with 24, Guatemala and Panama with 18 each, 
Honduras and Iran with 17 each, Bolivia with 13, and Colombia and the neutral 
zone with 11 each. Independent oil operators are also reported active in Alaska 
and Mexico, and have entered 19 Central and South American countries, 22 
countries of the Middle East and Africa, 4 west European countries and 3 Far 
Eastern areas. Quite a few small as well as large independents have extended 
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their interests and investments to embrace several countries, some of which 
are widely separated geographically. 

More than 65 percent of the world’s oil production is presently controlled by 
United States oil interests, both major companies and independent operators. 
As the benefits of oil discovery and development are realized by a growing 
number of nations, there appears to be more universal approval of the American 
system of free enterprise and the encouragement of private capital investments. 
This is indeed a hopeful sign, which must ultimately improve the economic and 
social welfare of a growing number of the world’s underprivileged people. 


INDEPENDENT O1L COMPANIES 


J.S. Abercrombie, Houston, Tex.—Mexico, Iran, neutral zone 

Aluminum Corporation of America, Pittsburgh, Pa.—Panama 

American Greek Oil Co., St. Louis, Mo.—Greece. 

American Independent Oil Co., San Francisco, Calif—Mexico, Venezuela, Iran, 
neutral zone 

American Maracaibo Oil Co., New York, N. Y.—Canada, Colombia. Honduras, 
Venezuela 

American Northland Oil Co., San Francisco, Calif—Canada 

Americuba Corp.—Cuba 

Amurex Oil Co., El Dorado, Ark.—Canada 

Anchorage Oil & Gas Co., Houston, Tex.—Alaska 

Mark E. Andrews, Houston, Tex.—Haiti 

An-Son Petroleum Corp., Oklahoma City, Okla.—Colombia 

Argus Petroleum Corp., Cody, Wyo.—Guatemala 

Atlas Corp., New York, N. Y.—Dominican Republic 

Bahama National Oil Co., Los Angeles, Calif.—Bahamas 

Bandini Petroleum Corp., Los Angeles, Calif.—Guatemala 

Barium Steel Co.—Bolivia 

Barnwell Offshore, Inc., Shreveport, La.—Honduras 

Barry & Reiner, Inc., Tulsa, Okla.—Bolivia 

Bay Petroleum Corp., Houston, Tex.—Canada 

Bear Sterns & Co., New York, N. Y.—Spain 

Benedum & Trees, Pittsburgh, Pa.—Canada, Colombia, Cuba 

Bishop Oil Co., San Francisco, Calif.—Canada 

John H. Blaffer, Houston, Tex.—Haiti 

Boger Oil Co., Houston, Tex.—-Venezuela 

Bolsa Chica Oil Co., Los Angeles, Calif.—Turkey 

Britalta Petroleum, Ltd., New York, N. Y.—Canada 

Brooks-Scanlon Oil Co.—Alask: 

J.T. Buckley Estate, Houston, Tex.—Canada, Ecuador, Guatemala 

D. Harold Byrd, Dallas, Tex.—Honduras 

Caracas Petroleum Co., New York, N. Y.—Venezuela 

Caribbean American Petroleum Corp. of Panama, Midland, Tex.—Panama 

Cataract Mining Corp., New York, N. Y.—Panama 

Central American Oil and Mining Co.—-Guatemala 

Champlin Oil & Refining Co., Fort Worth, Tex.—Canada 

Ernest Cockrell, Houston, Tex.—Honduras 

Colorado Oil & Gas Corp., Colorado Springs, Colo.—Alaska, Canada 

Columbus Texall Co., Long Beach, Calif.—Panama, Venezuela 

Commerce Corp., New York, N. Y.—Panama 

Cia Petrolera del Golfo del Darien, New York, N. Y.—Panama 

W. B. Cleary, Inc.—Canada 

Climax Molybdenum Co., New York, N. Y.—Canada 

Cole, Howard S., Houston, Tex.—Dominican Republic 

Commonwealth Oil Co., Houston, Tex.—Haiti 

Consolidated American Industries, Inc—Panama 

Consolidated Cuban Oil Co.—Cuba 

Coro Petroleum Co.—Venezuela 

Frank H. Crerie, Houston, Tex.—Puerto Rico 

Crosby Oil Corp.—Canada 

Cuban American Oil Co., Dallas, Tex.—Cuba 

Cuban Canadian Oil Co.—Cuba 

Dade Petroleum Co., Houston, Tex.—Venezuela 
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Ralph K. Davies, San Francisco, Calif.—Iran, Mexico, neutral zone 

Deep Rock Oil Co., Chicago, Ill.—Canada, Iran, Mexico, neutral zone 

DeGolyer & MacNaughton, Dallas, Tex.—Spain 

Delhi-Taylor Oil Co., Dallas, Tex.—Texas—Canada, Panama 

H. L. Dillon and Co., New York, N. Y.—Syria 

Douglas Oil Co., Los Angeles, Calif.—Peru 

W. B. Duce, Beverly Hills, Calif.—Cuba 

Drilling & Exploration Co., Dallas, Tex.--Canada, Bolivia, France 

El Paso Natural Gas Co., El Paso, Tex.—Venezuela 

Empire Trust Co., New York, N. Y.—Canada 

Dsperanza Petroleum Corp., New York—Venezuela 

Ralph E. Fair, Inc., San Antonio, Tex.—Egypt 

Faleon Petroleum Corp., Houston, Tex.—Venezuela 

Fargo Oils, Ine., Dallas, Tex.—Canada 

Fay, Albert Bell, Houston, Tex.—Dominican Republic 

D. D. Feldman, Dallas, Tex.—France, Turkey 

Felmont Oil Corp., New York, N. Y.—Canada 

E. E. Fogelson, Dallas, Tex.—Spain 

Lester Foran and Lyrn 8. Holmes, Corpus Christi, Tex.—Honduras 

Forest Oil Corp., Bradford, Pa.—Colombia, Cyprus 

Franco Wyoming Oil Co., Cheyenne, Wyo.—France 

Frankfort Oil Co.—Alaska 

General American Oil Co., Dallas, Tex.—Canada, Spain, West Africa 

Georesearch, Jnc., Dallas, Tex.—Honduras 

Getty Oil Co, Los Angeles, Calif.—Iran, Kuwait neutral zone, Canada 

Gilliland Oil Co., Los Angeles, Calif.—Peru, Turkey 

Globe Oil & Gas Corp., Owensboro, Ky.—Mexico 

Globe Oil & Refining Co., Wichita, Kans.—Canada, Mexico, Iran 

Haddock Oil Co., Los Angeles, Calif.—Venezuela 

Hancock Oil Company of California, Long Beach, Calif.—Bolivia, Venezuela, 
Iran, Kuwait neutral zone 

Havenstrite Oil Co., Los Angeles, Calif.—Alaska 

Heathman-Seeligson Drilling Co., Wichita, Kans. (Molasse Oil Explorations )— 
France 

Lynn 8S. Holmes, Corpus Christi, Tex.—Honduras 

Honolulu Oil Corp., San Francisco, Calif —Canada 

Hudson Oil & Gas Co., Shreveport, La.—Cuba 

Hunt International Petroleum, Dallas, Tex.—Pakistan 

Nelson Bunker Hunt, Dallas, Tex.—Libya 

Husky Oil Co., Cody, Wyo.—Canada, Guatemala, Israel, Turkey 

Harvey H. Hutchins, Jackson, Miss.—Jordan 

Hydroil of Houston, Houston, Tex.—Panama 

Illinois-Wyoming Oil Co., Chicago, Ifl.—Canada 

Independent Exploration Co., Los Angeles, Calif.—Mexico 

Iniskin Unit Operators—Canada 

International Oil & Metals Corp., San Francisco, Calif—Panama 

International Oi! & Minerals Corp., Seattle, Wash.—Panama 

International Products Corp., New York, N. Y.—Bolivia 

israel-Mediterranean Petroleum—Canada, Ecuador, Guatemala, Israel 

Story Jones, Houston, Tex.—Guatemala 

Jupiter Oils, Ltd., New York, N. Y.—Canada 

Justiss-Mears Oil Co., Dallas, Tex.—Honduras 

Keljikan Commercial Corp., New York, N. Y.—Bolivia 

Kerr-McGee Oil Industries, Inc., Oklahoma City, Okla.—Cuba, Panama 

Kewanee Oil Co., Philadelphia, Pa.—Cuba 

Kimberley Oil Exploration Syndicate, Philadelphia, Pa.—Australia 

King-Mill Oil Co.—Venezuela 

Kirby Production Co., Houston, Tex.—Canada, Venezuela 

Kirkwood Drilling Co., Dallas, Tex.—Haiti 

Lapidoth-Israel Petroleum Co., Ltd., New York, N. Y.—Israel 

Lario Oil & Gas Co., Wichita, Kans.—Mexico, Iran, Neutral Zone 

Lee Oil Co., Tulsa, Okla.—Cuba 

Lehman Corp., New York, N. Y.—Canada 

Lion Oil Co., El Dorado, Ark.—Venezuela, Sicily, Spain 
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Los Nietos Co., Los Angeles, Calif.—Canada 

MacMillan Petroleum Co., Los Angeles, Calif.—Sicily 

Maracaibo Oil Exploration Co., Dallas, Tex.—Venezuela 

Marmora Petroleum Corp., Cody, Wyo.—Turkey 

Marts Oil Co., Bartlesville, Okla.—Surinam 

C. H. Maury—Venezuela 

Mayflower Properties, Inc., (Societe De Forage Mayflower Texas Pour Le 
Maroc )—Morocco 

McBride Oil & Gas Corp., San Antonio, Tex.—British Guiana 

McCarty & Coleman, Wichita Falls, Tex.—Canada 

David C. McCord, Dallas, Tex.—Honduras 

McDermott, J. Ray & Co., Houston, Tex.—Nicaragua 

McRae Oil & Gas Corp., Denver, Colo.—Honduras 

John W. Mecom, Houston, Tex.—Colombia, Haiti, Honduras 

J. W. MenHall, MenHall Exploration Co., Benton, I1l.—Syria 

Middle Petroleum Co., Houston, Tex.—lIsrael 

Mountain Valley Oil Corp., Denver, Colo.—Cuba 

Murmac Oil Co., Dallas, Tex.—Venezuela 

Murphy Corp.—Venezuela 

Nadel and Gussman, Tulsa, Okla.—Israel 

National Petroleum Corporation of Cuba—Cuba 

Newmont Mining Corp., New York, N. Y.—Algeria 

Northern Natural Gas Co., Omaha, Neb.—Canada 

Oil & Gas Property Management, Inc., Dallas, Tex.—Honduras, Yemen 

Pantepec Oil, C. A., Houston, Tex.—Ecuador 

Edwin W. Pauley, Los Angeles, Calif—Dominican Republic, Mexico, Jordan 

Petrolex of Panama Corp., Houston, Tex.—-Panama 

Placid Oil Co., Shreveport, La.—Canada 

Plymouth Oil Co., Pittsburgh, Pa.—Guatemala, West Africa 

Pyramid Oil Co., New York, N. Y.—Israel 

Reiter-Foster Oil Co., New York, N. Y.—Cuba, Venezuela 

Rimrock Tidelands, Inc., Shreveport, La.—Israel 

San Jacinto Petroleum Corp., Houston, Tex.—Venezuela, Iran 

San Jose Oil Co.—Philippines 

San Juan Exploration Co., Dallas, Tex.—Canada 

Santa Fe Oil Co., Miami, Fla.—Cuba 

Santiago Petroleum Corp., Houston, Tex.—Canada, Ecuador, Guatemala 

Scurry-Rainbow Oil, Ltd., Cleveland, Ohio—Canada 

Seaboard Oil Co., Dallas, Tex.—Canada, Venezuela 

O. R. Seagraves, Dallas, Tex.—Honduras 

Seismograph Service Corp., Tulsa, Okla.—Bolivia 

Sharples Oil Co., Denver, Colo.—Mexico, Venezuela 

Siboney-Caribbean Petroleum Co., Tulsa, Okla.—Cuba 

C. J. Simpson—Cuba 

Skiles Oil Corp., Mt. Carmel, I1l.—Peru. 

Sloane Exploration Co., Houston, Tex.—Guatemala 

L. Sonneborn & Sons, New York, N. Y.—Israel 

Southern California Petroleum Corp., Los Angeles, Calif—Venezuela, Egypt 

Southern Products Co., Fort Worth, Tex.—Canada 

Southland Royalty Co., Fort Worth, Tex.—Panama 

Star Oil Co., Dallas, Tex.—Venezuela 

Sullivan & Garnett, Corpus Christi, Tex.—Honduras 

Sunray Mid-Continent Petroleum Corp., Tulsa, Okla.—Alaska, Canada, Vene- 
zuela, Iran 

Sunset International, Los Angeles, Calif.—Canada 

Talon Petroleum Co., Houston, Tex.—Venezuela 

Tennessee Gas Transmission Co., Houston, Tex.—Canada, Bolivia, Venezuela 

Texas Alberta Oil Corp., Midland, Tex.—Canada 

Texas American Oil Co., Midland, Tex.—Panama 

Texas Calgary Co., Abilene, Tex.—Canada 

Texas Gulf Producing Co., Houston, Tex.—Ecuador, Peru, Venezuela, Libya 

Texota Oil Co.—Alaska, Liberia 

Transcontinental Oil Corp., Dallas, Tex.—Cuba 

Robert W. Tyson, Jackson, Miss.—Jordan 
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Union Oil & Gas Corporation of Louisiana, Houston, Tex.—Venezuela 
United Carbon Co., Charleston, W. Va.—Colombia 

United Cuban Oil Co., Inc., Los Angeles, Calif—Cuba 

United Fruit Co., New York, N. Y.—Panama 

United States Smelting, Refining & Mining Co., Boston, Mass.—Canada 
Utah Construction Co., Salt Lake City, Utah—Panama 

Venezuela Independent Oil & Refining Co.,— Venezuela 

Venezuelan Leasholds, S. A., Houston, Tex.—Venezuela 

Venezuela Oil, RFO, S. A.—Cuba, Venezuela 

Venezuela Syndicate, Inec., Houston, Tex.—Venezuela 

Vimex Oil Co., Houston, Tex.—Venezuela 

Waterford Oil Co., New Orleans, La.—Nicaragua 

Western Hemisphere Petroleum Corp.,—Canada, Cuba, Colombia, Honduras 
Western Natural Gas Co., Houston, Tex.—Venezuela 

White Eagle Oil Co., Tulsa, Okla.—Bolivia, Venezuela, Philippines 
Wichita River Oil Corp., New York, N. Y.—Mexico 

Woodley Petroleum Co., Houston, Tex.—Canada 

Charles B. Wrightsman, Houston, Tex.—Sicily 

Yemen Development Corp., Washington, D. C._—Yemen 

Zimeri Jordanian Oil Co. (J. W. Sparks), Jackson, Miss.—Jordan. 


SEMIMAJORS AND THEIR SUBSIDIARIES 


Amerada Petroleum Corp., New York, N. Y.—Canada, Guatemala, Peru, Vene- 
zuela, Egypt, Iran, Libya, Somalia, Somaliland 

Ashland Oil & Refining Co., Ashland, Ky.—Canada, Guatemala, Venezuela, 
Neutral Zone 

Atlantic Refining Co., Philadelphia, Pa.—Canada, Cuba, Guatemala, Venezuela, 
Iran, Saudi Arabia, Syria, Turkey 

Canadian Superior Oil Company of California—Canada 

Cities Service Oil Co., New York, N. Y.—Canada, Colombia, Peru, Venezuela, 
Algeria, Dhofar, Egypt, Iran, Oman, Sahara 

Conorada Petroleum Co., New York, N. Y.—Peru, British Somaliland, Iran 

Continental Oil Co., Houston, Tex.—Canada, Guatemala, Peru, Venezuela, Egypt, 
Iran, Libya, Somalia, Somaliland 

Ohio Oil Co., Findlay, Ohio.—Alaska, Canada, Bolivia, Guatemala, Venezuela, 
Egypt, Libya, Somalia, Somoliland 

Oasis Oil Co., Findlay, Ohio.—Egypt, Libya 

Phillips Oil Co., Ltd.—Canada 

Phillips Petroleum Co., Bartlesville, Okla.—Alaska, Canada, Mexico, Venezuela, 
Neutral Zone, Jordan 

Pure Oil Co., Chicago, Ill—Bolivia, Colombia, Paraguay, Venezuela 

Richfield Oil Co., Los Angeles, Culif.—Alaska, Canada, Bolivia, Peru, Venezuela, 
Dhofar, Egypt 

Signal Exploration Co., Los Angeles, Calif—Guatemala, Venezuela 

Signal Oil & Gas Co., Los Angeles, Calif—Canada, Guatemala, Venezuela, Iran, 
Neutral Zone 

Sinclair Oil Corp., New York, N. Y.—Cuba, Venezuela, Algeria 

Sinclair Oil Corporation of Canada.—Canada 

Sinclair Petroleum Co., New York, N. Y.—Cuba, Somalia 

Sun Oil Co., Philadelphia, Pa.—Canada, Bahamas, Colombia, Guatemala, Vene- 
zuela, Australia, Pakistan 

Superior Oil Company of Venezuela, Los Angeles, Calif—Canada, Venezuela 

Sahara Petroleum Oil Co., Houston, Tex.—Egypt 

Tidewater Oil Co., San Francisco, Calif.—Canada, Bolivia, Guatemala, Iran 

Union Oil Company of California, Los Angeles, Calif—Alaska, Canada, Colom- 
bia, Costa Rica, Cuba, Guatemala, Panama, Paraguay, Peru 

Venezuelan Petroleum Co., New York, N. Y.—Venezuela 

Zulia Petroleum Corp.—Venezuela 
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Income from oil wells—Vatlue of oil and gas from oil wells and gross revenue per 
f f I 


well 
| Average | Market | Value of | 
| number | value of | Oil reve- | marketed; Percent | gas from 
Year produc- | crude oil | nue per | gas pro- | from oil 
ing oil (in | well | duced | wells 
| wells! | millions) | (in 
millions) | 
| | 
| 
1940. | 384,700 | $1,385 | $3, 601 | $120 | 40 
1941. _. 394, 485 1, 602 4, 061 | 138 39 
1942_ | 402, 400 1, 643 | 4, 083 | 154 35 
1943... . -.--| 406,005 | 1, 809 | 4,455 | 177 35 
1944. ; |} 406,695 | 2, 033 | 4, 999 | 190 34 
1945. . | 413, 985 2, 094 5, 058 | 191 34 
1946_- | 418,605 | 2,443 | 5,836 | 212 38 
1947 _ . 423, 870 3, 578 | 8, 441 | 275 44 
1948 . | 432, 085 5, 245 | 12, 139 | 333 36 
1949 443, 280 | 4, 675 | 10, 546 341 34 
1950. - . 457, 275 4, 963 10, 853 409 34 
1951 . . - 470, 430 | 5, 690 | 12, 095 | 543 33 
1952. - | 481, 755 5, 785 12, 008 624 33 
1953 _ - 493, 730 | 6, 317 12, 794 775 33 
1954. _ - 505, 070 | 6, 425 12, 721 883 32 
1955. - . 517, 605 | 6, 870 13, 272 978 33 
1956 | 537, 590 | 7, 263 13, 512 1, O89 33 
1957 2 | 556, 585 | 8,119 14, 587 1, 182 33 


1 Average of wells reported at beginning and end of year. 


? Preliminary estimates based upon partial data reported by Bureau 


Association. 


of Mines and 


Gas rev- 
enue per 
well 


304 
380 


519 
560 
624 
hob 
701 


Total 
gross 
revenue 
per well 


3}, 281 
5, 806 
, 178 
5, 288 


American Gas 
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AS HELD BY U.S. AND IMPORTED OIL 
COMBINED SHOWS DECREASE DUE TO 
COMPETING DOMESTIC ALTERNATIVE 
FUELS FROM NATURAL GAS —— 
NOT COMPETITION OF IMPORTS 


J as HEL SHARE OF MARKET DEMAND 


a] 
o 


HOW DOMESTIC CRUDE'S 


sot SHARE WOULD STILL HAVE 
DECLINED HAD THERE BEEN NO OIL IMPORTS! 


| 1935 ‘a0 ‘45 ‘50 ‘55 ‘56 '57 


Exnuisit VI 


ERCENT OF MARKET DEMAND 
a 
a 


Pp 


It thus becomes evident that drastic curtailment of petroleum imports could 
not have much influence on these inescapable market trends, because natural 
gas is underpriced and therefore more economical to use (costing about one- 
fifth as much per British thermal unit) as oil. 


ANNUAL GROSS REVENUE 


PER PRODUCTIVE OIL WELL, 
FROM OIL & GAS 


ANNUAL INCOME PER U.S. OiL WELL 
FROM SALE OF OIL & GAS PRODUCED 


Extent of production decline cited as 
proof of a domestic oil industry 
economically “injured” by off imports 
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ANNUAL CRUDE OIL PRODUCTION PER WELL 
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Exuisit VII 


Fortunately for the oil producer, despite the fact it is underpriced in terms 
of its fuel value, the natural gas he formerly burned in flares for lack of mar- 
kets now provides valuable supplementary income. 








TRADE AGREEMENTS ACT EXTENSION 743 





a 
2 | RISING PETROLEUM IMPORTS a 
wi HAVE NOT UNDERMINED PRICES 4.00% 
a a al en ene Sedat a pe eae aee ia 
®| OF DOMESTIC CRUDE OIL ~ 
a « 
3 PRICES 3.008 
3 8 
2,00 2.00 
Pi 
5 
1,00 $ 4004 
IMPORTS 200 
° (925 ‘30 '35 ‘40 ‘45 ‘50 ‘55 a bia 
id Exuisit VIII 
al The additional income derived from growing sales of natural gas products has 
_ combined with an almost uninterrupted increase in the value of crude to help 
the producer, for imports have not caused damage to price structures. 
VOLUMETRIC GROWTH OF 
DOMESTIC Oil OUTPUT 
HAS NOT BEEN RETARDED 
BY RISING IMPORTS 
lt 4 
ae 000 
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ExHIsBIT IX 


Anti-imports spokesmen deal in percentage growth of imports to obscure the 
fact that actual volumetric growth of domestic petroleum production has con- 
tinued to be much more rapid than rise in import levels. They have not lost 
any of their sales volume; they have failed to gain as much as they want. 
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CRUDE OIL OUTPUT IN TEXAS o 
x HAS RISEN DESPITE THE CUTS | 4 
L IN "ALLOWABLE PRODUCING z 
40 p08 


DAYS" BY RR. COMMISSION 


7 


oO 


ACTUAL PRODUCTION 


a 
R.R. COMMISSION ALLOWABLE PROD 


AVERAGE IN " OF BARRELS 


°o 


1952 ‘53 ‘54 ‘55 ‘56 ‘57 


ExHIBIT X 


In their eagerness to put the blame on imports for all their problems, the 
producers and State officials of Texas have put too much stress on the statistical 
yardstick known as allowable production days. This formula relates to the 
absolute maximum wells can produce without irreparably harming the reser- 
voir—a production level permitted only in wartime emergency. A 19-day 
allowable is fairly normal. Furthermore, not all oil wells are subject to these 
allowables. Thus statistics show that even when the allowables are reduced, 
the many wells exempted from these restrictions can result in the actual level 
of production continuing to rise, and current output with a 9-day allowable 
is not far below production at 21 days in 1952. 


Crude oil production in Texas during recent years 


Allowable Annual A verage 
production | output of production 
Year days per crude oil | per calendar 
month (thousands | day (barrels 
average) of barrels) per day) 
1952_ 21.0 1, 022, 139 2, 792, 700 
1953. on 19.0 1, 019, 164 2, 792, 230 
1954_. 16.0 974, 275 2, 669, 250 
1955. 16.0 1, 053, 297 2, 885, 740 
1956. 15.8 1, 107, 808 3, 026, 750 
1957. j 14.2 1, 084, 733 2, 971, 840 
1958 to date... _- nhac | 9.4 2, 453, 540 


Representations that the State has suffered great loss of actual revenue from 
curtailed allowable production days has given rise to rumors of Texas having 
a deficit of $100 million. But on June 19, Gov. Price Daniel denied such deficit; 
said Texas is operating on a balanced budget with $12,392,000 in the general 
fund and a further $250 million in special funds. 
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Senator Frear. Mr. John Gallagher, American Chamber of Com- 
merce of Venezuela. 

Mr. Ex.ts. I have received a communication from Mr. Gallagher 
in Caracas, Mr. Chairman. Mr. Gallagher is involved in working 
out some labor disputes, and is unable to be here, and has asked that 
the statement of the chamber be included in the record at this point. 

Senator Frear. Thank you, Mr. Ellis. It will be included in the 
record at this point. 

(The statement of Mr. John Gallagher in behalf of the American 
Chamber of Commerce of Venezuela follows: ) 


STATEMENT ON AMERICAN CHAMBER OF COMMERCE OF VENEZUELA 


The American Chamber of Commerce of Venezuela has more than 200 mem- 
bers, the majority of whom are American citizens. The membership of the 
chamber, together with their affiliates, represents hundreds of United States 
citizens and corporations whose products, services and facilities are sold 
throughout Venezuela. A listing of the companies and organizations represented 
by our membership reads like a Who’s Who of United States financial, indus- 
trial, and commercial enterprise. 

None of the American oil companies doing business in Venezuela are members 
of the chamber. Although we do not speak for nor purport to represent their 
interests, it would be impossible to discuss trade and commerce between the 
United States and Venezuela without discussing Venezuelan oil exports since oil 
is in reality the principal medium of exchange used to support the commerce 
between the two nations. 

We recognize that the Congress, as well as the executive branch, is under 
considerable pressure to change our present laws and policies with reference to 
trade reciprocity to the end of either specifically restricting imports of some 
commodities, such as oil, or to change the Trade Agreements Act in such a 
manner as would permit or require other branches of our Government to impose 
more restrictive measures on imports. 

The possibility of such changes is of concern to all Americans engaged in the 
highly competitive field of foreign trade as it exists today. It is particularly 
alarming to those of us who are in the foreign-trade “front lines” engaged in 
trying to not only maintain but expand American interests in Venezuela. Vene- 
zuela is one of our best foreign markets and the reciprocal-trade relationship 
existing between the two countries is in effect a model example of the real 
benefits of free enterprise and trade reciprocity working at its best. 

We strongly recommend that the Congress extend the Trade Agreements Act 
in a form that will not impair our present advantageous trade relations with 
Venezuela and by example encourage the expansion of similar trade relation- 
ships with other nations throughout the Western Hemisphere. As American 
citizens we believe that such trade relationships are to the best interest of the 
greatest number of Americans. As American businessmen we are interested in 
preserving a business climate in which we have invested a substantial portion 
of our working life, our capital, and our future business security. 

Let us review the growth of the trade relationship between the two countries 
and attempt to appraise the basis, implications, and potentials of this relation- 
Ship from the standpoint of economics, national security, and furtherance of 
international trade and frieudship throughout the Western Hemisphere. 


BASIS OF UNITED STATES-VENEZUELAN TRADE RELATIONS 


Venezuela is our closest South American neighbor, being 1,800 miles from 
Florida and within 8 hours’ flying time from New York. Venezuela has been a 
friend and ally of the United States in times of peace as well as conflict since 
her liberation in 1821 under the leadership of the patriot Simon Bolivar. Oil 
was discovered in Venezuela in 1914 and by the late 1930’s Venezuela began to 
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be an important market for American products. As will be noted from the 
following table, United States exports of goods and commodities to Venezuela 
have increased from $19 million in 1935 to approximately $1 billion in 1957: 


Growth of merchandise exports from the United States to Venezuela, 1935-57 
(includes reexports) 


————— — ee Part —_ ee 
| 


Index Index 
Year | Value of | numbers Year | Value of numbers 
exports (1935-39 = |} exports | (1935-39= 
100) 100) 

Millions Millions | 
1935 _ $19 1952_. $500 1, 220 
1935-39 average 41 100 || 1953... 513 1, 251 
1940___. 69 168 || 1954__ 531 1, 295 
1945_ _ . 137 334 1955... 554 1, 351 
1949___- 518 1, 263 1956... 652 1, 590 
1950... 400 | 976 || 1957... 1 1, 028 2, 507 
1951_ __. 456 1,112 


! Estimated on basis of 11 months’ data. 


_Source: U. S. Department of Commerce Reports No. FT 420, United States Exports of Domestic and 
Foreign Merchandise, Country of Destination by Subgroup 


It should be noted that these figures do not include the value of invisible or 
intangible exports and benefits which in 1957 are estimated to be between 
$500 million and $600 million, making a grand total for that year of approxi- 
mately $1,500 million to $1,600 million. This contrasts to our purchases from 
Venezuela for the same year amounting to approximately $900 million. 

Your attention is specifically directed to the significant increase in American 
exports to Venezuela after the two countries entered into a bilateral trade 
agreement in 1939, within the framework of our Trade Agreements Act of 1934. 
Under the terms of that agreement the United States granted concessions on 
only 2 commodities of consequence, crude petroleum and fuel oil, and in return 
Venezuela granted concessions on approximately 100 items of various types.’ 
This is a working example of a bilateral trade agreement wherein the United 
States received beneficial concessions in return for beneficial concessions granted. 
This, gentlemen, we understand is the true intent of the Trade Agreements Act. 

This trade agreement with Venezuela was renegotiated in 1952 at which time 
the United States received concessions on approximately 100 items in return 
for further concessions on imports of crude oil and fuel oil from Venezuela. It 
is noteworthy that since that time commodity exports to Venezuela increased 
from $500 million to $1 billion. 

Probably very few Americans are aware of the existence of this agreement 
which has been the basis for the expansion of trade between our two countries, 
but we can assure you the great majority of Venezuelans are aware of it and 
vitally concerned. 

If our Nation in its wisdom finds that oil imports from Venezuela should be 
restricted, surely we should proceed to this end not by unilateral action but in 
accordance with the terms and provisions of this contract which is so mutually 
advantageous. If we must retreat from our international commitments, let 
us do so with caution and in accordance with the provisions of those com- 
mitments. 

THE ECONOMIC ASPECTS 


The people of every State in the Union benefit directly or indirectly from our 
trade with Venezuela. The 10 leading States in order of importance of com- 
modity exports are: New York, Michigan, Ohio, New Jersey, Pennsylvania, Illi- 
nois, California, Indiana, Wisconsin, and Texas, 

When it comes to changing laws and governmental regulations it is quite 
normal for people to ask, “How does this affect me?’ We presume that Con- 
gressmen are concerned with the question, “How does this affect my constitu- 
ents?” We submit to you information which will answer some of those ques- 





1We are advised that the major portion of oil exports to the United States consists of 
heavy commercial fuel oil, residual, and heavy crude oil, which supplements but does not 
supplant domestic oil production. 
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tions. We refer you to exhibit 1 to our testimony which shows the United 
States exports of domestic merchandise to Venezuela for the year 1957 by 
categories and amounts. Those familiar with the various agricultural products, 
goods, and commodities produced in their States can from this report get some 
idea as to what Venezuela is using that is produced in their home section. A 
study was completed in 1955 by Econometric Specialties, Inc., of New York, 
N. Y., wherein they traced 60 percent of American exports to Venezuela to their 
source of origin. Their findings, as reflected by exhibit 2, show by city and 
State some of the various commodities exported to Venezuela. You can well 
imagine how much greater this showing would be if the 100 percent of our 
exports to Venezuela were traced to their source for the year 1957 when our 
market expanded to more than $1 billion. 

We think it is further noteworthy that Venezuela is our second largest world 
customer on a per capita basis; this ranks Venezuela ahead of other important 
eustomers, such as the United Kingdom, France, Western Germany, and Japan— 
second only to Canada among all nations. 

In addition to those who benefit directly from exports of commodities, there 
are the millions of American stockholders who hold an interest in companies 
that either engage in business in Venezuela or sell products to Venezuela. 
Added to this are the thousands of people who participate in shipping and 
transportation of these commodities, as well as being employed in insurance 
companies, banks, and service organizations that finance, insure, and service this 
trade. When we review the specifics of this particular export market—as 
distinguished from generalized figures—we soon see the widespread nature of 
the benefits to the citizens of our country from this advantageous market in 
Venezuela. 

Now let us examine how Venezuela benefits from exports to the United States. 
Since oil is the principal export some would infer that Only the persons em- 
ployed by the oil companies are the beneficiaries. This is far from the truth. 
Since Venezuela is primarily a one crop country, that crop being oil, oil pro- 
duction and refining is the backbone of its economy and this industry directly 
and indirectly accounts for a substantial portion of the jobs in Venezuela. Such 
is not the Case in the United States with our highly diversified economy wherein 
the oil industry is only one segment. 

If oil imports from Venezuela were restricted the principal beneficiaries in the 
United States would be a part of the independent producing segment of the do- 
mestic oil and coal industry, and those who incidentally benefit therefrom. 
These benefits could at the most only be in proportion to the amount of oil 
imports restricted. 

Certainly we can conceive of no one in Venezuela benefiting from restrictions 
on Venezuelan oil imports into the United States. Without this oil export 
market and the dollar return therefrom, Venezuela would necessarily have to 
curb its purchases from the United States, thus affecting thousands of producers 
and laborers throughout our country. The only possible foreign beneficiary of 
restrictions on our trade with Venezuela would be those other nations of the 
world with whom Venezuela may be forced to trade because of curtailment of 
its American markets. 

After a cold analysis of these facts and factors it appears to our chamber that 
from the standpoint of economics any action which would place undue or un- 
reasonable restraint on Venezuelan exports to the United States would in turn 
decrease our exports to that country and discourage further investment with 
the result of imposing adverse effects on more Americans, not to mention 
Venezuelans, than would ever be benefited. 

The United States has set itself up as the champion of trade reciprocity, 
increased and liberalized international trade, and private investment, free en- 
terprise development of our neighbors in the Western Hemisphere. Private 
American investment in Venezuela is some $3,500 million, second only to our 
investments in Canada. 

Our experience in Venezuela, where this private capital has operated within 
a climate of free enterprise and equitable treatment, provides a classic example 
of the mutual benefits that can be derived from a common sense utilization of 
foreign capital by a country gifted with great natural resources. The facts and 
figures amply confirm this. Furthermore, this has all been done within the 
framework of private initiative, with absolutely no government aid from abroad 
and in turn no burden to the American taxpayer. Even today Venezuela asks 
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nothing from us other than that we buy from them in order that they may buy 
from us—in other words, they want to do business with us in accordance with 
the spirit and letter of the trade agreement which exists between the two na- 
tions. This is not an unreasonable request. 


THE NATIONAL SECURITY 


Apparently most domestic groups who seek protection against foreign imports 
sooner or later seek to show that such restrictions are not only necessary from 
an economic standpoint but are also vital to the national security. Most pro- 
ponents for oil import restrictions are no exception to this rule—as a matter of 
fact it is the basis for their principal argument and likewise is the basis on 
which the current system of voluntary quotas is predicated. 

Let us examine the situation as to national defense or national security as 
related to oil imports. It is consistently stated that, “there is no security in 
foreign oil.” Apparently those who make these observations are unaware of 
the historical facts that refute this, in the case of Venezuelan oil, since we have 
depended upon this oil in the past, during World War II, during the postwar 
fuel shortage along the Atlantic seaboard, during the Korean war and the recent 
Suez crisis. 

Furthermore, we have had the assurance that we could depend upon this oil 
because of the geographical and historically friendly ties uniting us to Venez- 
uela. At the outbreak of the Formosa crisis, the Venezuelan Foreign Minister 
stated his country’s position: “In view of the problem faced by the free world 
and in particular the United States of America as a result of the tension 
created by the situation in Formosa, I would like to reaffirm to our sister 
nation to the north, in the name of the Government and the Venezuelan people. 
our sentiments of sincere and traditional friendship, our firm moral support 
and assure them that the natural and strategic resources of Venezuela, espe- 
cially the petroleum and iron ore, will be available to the clause which has 
obliged President Eisenhower to solicit from Congress special powers for 
safeguarding the ideals of liberty and justice.” 

In spite of historical refutation, if we still assume there is no security in 
foreign oil, are we also to assume there is no security in foreign bauxite, 
manganese, tin, tungsten and many other strategic materials which we under- 
stand the United States does not possess in enough abundance to wage an 
all-out war? Should we ignore that Venezuelan iron ore, mined by American 
companies, is combined with Pennsylvania coal to produce steel in Pennsyl- 
vania mills, and would be vital to a future war effort? If we carry their argu- 
ment that strategic materials from foreign sources will be unavailable in time 
of war to its logical conclusion, does this mean that we should gracefully 
surrender now, or does it mean that perhaps we should reasonably conserve our 
own inadequate resources and supplement them more heavily in normal times 
from foreign sources? Let us not through legislative mandate jeopardize or 
in any manner impair the availability of these necessary raw materials from 
whatever source they must come. 


WHAT IS THE SOLUTION? 


This committee is faced with the problem of trying to find a solution or 
solutions to this problem of how we can balance imports and domestic produc- 
tivity in such a way as to insure our domestic economic stability as well as 
our national security. In the process of doing this we are sure that the com- 
mittee is also concerned with achieving these solutions in such a manner as 
will minimize, or eliminate if possible, impairment of our foreign trade. This 
is not an easy task. Admittedly those of us who present our positions to you 
do so with viewpoints that are flavored in one degree or another by our own 
interests. Each witness feels that his viewpoint or position is equitable and 
we are no exception. We recognize that this committee has a difficult task 
in reconciling self-interest with that which is for the greatest good of our 
people. We have tried to demonstrate with facts plus conclusions drawn from 
those facts that a continuation of our previous policies on reciprocal trade 
have definitely worked, in the case of our relationship with Venezuela, for 
the greatest good of the most people. We do not profess to be experts on the 
results of this program as it applies to other nations in the world: however, 
we definitely have seen its benefits in the Western Hemisphere. We believe 
that if those policies are continued the ultimate result will be a further 
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expansion of our trade everywhere, and particularly in the Western Hemis- 

phere. We are equally convinced that a deviation from this policy which 

, | would produce undue or unreasonable restrictions on the exports from our 

: friends in the Western Hemisphere will not only jeopardize our economy and 
impair our nationai security, but of more consequence could set in motion a 
chain of events that would seriously damage our economic, social and political 
relations with our foreign friends. 


~ SS 


° By way of specific suggestion on the oil imports issue, we submit the following 
a for your consideration: First, we believe that before any action is taken on oil 
B imports, either by the legislative or executive branch of the Government, con- 
f ferences should be held with representatives of those countries from which 
a our foreign oil supplies come, with a view toward working out with them amiable 
and mutual understandings on this problem. We believe that the principal 
. nations involved are sufficiently aware of our domestic problems and we of 
a theirs that we can reach better solutions in this way than if the United States 
f imposes restrictions by unilateral action. 
; Secondly, we recommend that any modification of our trade relationship 


with Venezuela be made under the terms and provisions of the agreement now 
Ls existing between the two nations. 
Thirdly, that in the administration of our trade agreements program the 


1 maximum possible consideration should be given to the interdependence of the 

b nations of the Western Hemisphere. 

r We believe that within the framework of these recommendations and sug- 

d gestions, this nation of ours can continue its expansion of world trade while at 

n the same time preserving for itself and friends abroad economic stability and 

r military security. 

Pp. In closing, gentlemen, we would like to digress from the more specific refer- 

t ences to our trade relations and direct your attention to our social, economic, 

~ and political relations with the other countries of the free world. At this very 

8 moment some of our friends and neighbors are at a crossroads in their struggle to 

r establish a more democratic way of life in both their political and economic 
: affairs. The United States has declared itself a champion of such principles 

n throughout the world and we have dedicated both our economic and human 

, resources to this end. At this critical moment in world affairs we must not 

“7 foster the interests of those opposed to such principles, which would certainly 

n be the case should our legislative action damage the trade relationship with 

. | and in turn the economies of our friends. 

I- ExHIBIT No. 1 

e j 

y United States exports of domestic merchandise to Venezuela in 1957? 

: {Thousands of dollars] 

r 00. Animals and annual products, edible: 

" Animals, edible BsscEosensess ep iy! MOL! $2, 039 
Meat and meat products__ Ss cteDR aaa Meee ee ; 3, 497 
Animal oils and fats, edible eae eee eee 281 
Dairy products________~-_- =e ee OES ed 20, 156 

r Fish and fish products____-~-~_- ae can eee 595 

Other edible animal products Joa seenntcacinadiinaiingiagical 9, 275 

. deciaonimsaieicladen 

. a, eases. Ch eee eC ee a 35, 855 

Ss . / . e tas 

3 0. Animal and animal products, inedible: 

y Fides and sitina; ‘raw: except Tare.) ES Te 32 

n Reet st: Sees: eset Wess: sszezanaS lei ses ko SE 5&7 

d Leather manufactures : er ee ee ee 745 

k Puts tid manetattures. 3. ee ee 99 

r Animal and fish oils and greases, inedible sisi that ait aea 735 

n Other inedible animals and animal products_________________ 304 

e ———— 

r Total = wise ike aia heehee —_ 2, 606 

e aaa —_—_— 

, Se footnotes at end of table 

e 

‘T ' 
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United States exports of domestic merchandise to Venezuela in 1957 '—Continued 


{Thousands of dollars] 


1. Vegetables food products and beverages : 


” 


3. 


Grains and preparations —--_-_. x Pen Sp thins Lene 
Foddersiand feetia; Rn@re@r aces neds cicsnis~ nes ree 
Vegetables and preparations, edible___._--.._--_~- ‘4 
Fruits and preparations--_-..._..-.._.---._--~-- ease 
Nate and preparatinuéisc. i... -.20546-.~..~....-.5- atpale ianlee 


Vegetable oils, fats, and waxes, refined______-_- chile wide 


Sugar and related products_____-------~- bebe. i 
Beverages and related products___--._-~-------. 3 


WotR iiicid - aisewick bien 


Vegetable products, inedible, except fibers and wood: 


20, 019 
1, 375 
5, 456 
8, 686 

924 
3, 047 
300 


2, 965 


42, 867 


Rubber and allied gums and manufactures, except special 


eo 


CRORES * Basil use— bani, ccti ted cntiasuiius bet e ado 


Naval stores, gums and resins__-_- 
ON) neeGasciusacins ~tb asd ale Se suaisnsinicvis - 2 
Vegetable oils, fats, waxes, crude_______-__~- tb. 4 
Vegetable dyeing and tanning extracts_______-_-__-__- 
Seeds, except oil seeds______-_-_-------- 


Miscellaneous vegetable products, inedible__ 


Teteleses. eile ie DOGS. Rl Bde. aden dee 


Textile fibers and manufactures : 


Cotton, unmanufactured_____ __~- basis Sath tisilienidd 
Cotton, semimanufactured_______- Sulctiped. wihebenehis 


Cotton manufactures_________- pi tated aite hiatal 


Vegetable fibers and manufactures. cbse week elses 
Wool semimanufactures________ iS eed od Jes ee ol 
Ven nett oie ib i tei. ces an 
Hair and manufactures, n. e. ¢.?_..---_____--___- ’ 
Sik and manwiacttres...i.._sbeewelinuucu lr 
Synthetic fibers and manufactures_ 
Miscellaneous textile products____._-__----~-- 


4. Wood and paper: 


>. 


Wood, Wimanafatttred.. 10. os a biden 
wan: POOR UCeN. 22S LS ce 
Wood manufactures______- 


Cork and manufactures____________.-._-- I tai El 


Paper base stocks, except rags 
Paper, related products, and manufac tures. ha ite a 


PN a seein oan rales Phd tale peel mate 


Nonmetallic minerals: 


Petroleum and products, except special category 2 *_ 


Stone, hydraulic cement, and lime_____---~-------_-~-~_-- 


il i ee Pa RAS, tie til RIES 
Clay and products___—- sls acnaiesaeaees eimai oat ae : 
Other nonmetallic minerals, including precious____--~~~ 


ma LR de rl alse eae i Wil sel seinaiitiae din iain ten 


See footnotes at end of table. 


Tobacco and manufactures____.......---...._.-------- 


11, 369 
433 

37 

112 
160 
170 
10, 169 
611 


--. 23,251 


823 
3, 895 


tint 15, 157 


550 

11 

671 

51 

145 

9, 636 

3, 767 

34, 806 

341 

1, 608 
2,117 
311 
331 
21, 754 
26, 535 
4, 305 
1, 297 
7, 342 
5, 188 
4, 997 


23, 265 





TRADE AGREEMENTS ACT EXTENSION 751 
ed United States exports of domestic merchandise to Venezuela in 1957 ‘—Continued 


(Thousands of dollars] 


6. Metals and manufactures, except machinery and vehicles: 





19 Iron bars, skelp, and pipe. : Bow. ee Ur aah 2, 414 
= Steel mill products, rolled and finished __ stipes hin ee nt TE 132, 037 
6 Castings and forgings- : ; ue 2 762 
86 Railway car and locomotive wheels, tires and axles ‘(rolled 
24 and forged) ____ i Ups re Laat 37 
47 Metal manufactures, exe lusive of spec ial category RinuLis 77, 255 
00 Aluminum ores, concentrates, scrap and semifabricated forms- 1, 779 
65 Copper ores, concentrates, scrap, and semifabricated forms__ 1, 667 
re Copper-base alloys US Le 168 
67 Lead and semifabricated forms__- Dod. sae: 275 
at Nickel and semifabricated forms__ ast satin iets ae 148 
Tin and semifabricated forms caietnddieaeabielel 11 
5 Zine and semifabricated forms eet 17 
6D Nonferrous ores and semifabricated forms ; ee 133 
33 Precious metals and plated ware, n. e. ¢.?_--_---------------- 25 
od ee 
12 Total Lk oi ules os se to 
60 ——————— 
70 7. Machinery : * 
69 Electrical machinery and apparatus, excluding special cate- 
11 gories * : ee eee : 67, 050 
7 Engines, turbines, and parts, 6. os. 2; eS otae 16, 831 
51 Construction, excavating, we and oilfield mac hiner Pil cvisbt= 125, 566 
— Metalworking machines, n. e. ¢.°, parts and accessories______ 2, 785 
: Textile, sewing and shoe neue: é esc 2,143 
23 Other industrial machines and parts eased 83, 682 
95 Office machines and parts er 3, O-4 
4 Printing and bookbinding machinery . ee 698 
a Agricultural machines, implements, and parts____--------~-~- 2, 885 
71 Total ae |= 
51 i ——_— 
45 8. Vehicles: * 
36 i Tractors, parts and accessories, except special category 2 *__- 16, 843 
67 | Automobiles, trucks, buses, trailers, parts, and accessories, 
oe excluding special category 2 ~_- ae = 106, 789 
106 Aircraft, parts and accessories, exe luding ‘Spec ial category a 13, 281 
_ Watercraft, excluding special category 1 *__ 42 ae 38, 349 
Railway transportation equipment ae aera San ee 11, 491 
41 Other vehicles and parts_- ss 5 665 
08 = shes 
17 Total Sete 187, 418 
x11 Oe 
31 9. Chemicals and related products : 
4 Coal-tar products, excluding specia! category 2° 947 
ae | Medicinal and pharmaceutical preparations__-—-~__- i 17, 382 
We) Chemical specialties. __—- ba emia seat 22, 921 
— Industrial chemicals, exc luding spec iz il categor ies 1 and 2 °__- 5, 066 
a Pigments, paints and varnishes__--- ace diubalccamanaee wate 4, 211 
05 | Fertilizers and fertilizer materials ila er inate 1, 746 
97 Black powder and dynamite ‘ ih sis otvenistnsaeles 2, 72: 
42 Soap and toilet preparations___- staal innit 1, 930 
88 nancial 
97 I et ke eee etite tee ae a 56, 951 
65 See footnotes at end of table. 
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752 TRADE AGREEMENTS ACT EXTENSION 


United States exports of domestic merchandise to Venezuela in 1957 '—Continued 
[Thousands of dollars] 
10. Miscellaneous : 
Photographic and _ projection goods, excluding special 


ee Ol. oe. ale, det ahoblangeasicMenpend ka dee 4, 604 
Scientific and professional instruments, n. e. c., excluding 


NES: GRORRNO 1B iliets. ccknaditanciionpensi nna goeaucyoweNs 7, 783 
Musical instruments, parts and accessories__...--..--- i abeanes 5, 790 
Biscstiancous eGo PRPINOR. be ekki oh en - cnc dcnrescssdisua 4, 259 
Ordance and pyrotechnics, excluding special categories 1 

OU a xctis ida a tes wo none ne seeaatitacapiaiene apatite 94 
Books, maps, pictures, and other printed matter, n. e. ¢.’ 3, 202 
Miscellaneous commodities, n. e. c.°, excluding = special 

category 1° seitiah tcmcenitnabe , 20, 181 

i A ee dh eae i ‘ sous 49, 147 
Total exports__ Si ie tas ™ — ‘ ‘ 1, 005, 012 


‘From U. 8S. Department of Commerce Monthly Reports No. FT 420, United States 
Exports of Domestic and Foreign Merchandise, Country of Destination by Subgroup. All 
totals are estimated from 11 months data. 

2 Not elsewhere classified. 

* Special categories include commodities for which export figures are not published sepa 
rately, for security reasons. 

*In this tabulation, the subgroup, machinery and vehicles, has been divided further into 
two groups. 


Nore.—The sum of the items in each subgroup will not equal the subgroup total because 
many small items are included in the total but not listed in this breakdown 
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EXHIBIT NO. 2 
To Testimony of 
American Chamber of Commerce 


June 26, 1958 
Senate Finance Committee 


EXPORTS TO VENEZUELA 


WHAT THEY ARE 
AND 


WHERE THEY COME FROM 


(Representing 60% Sample) 


Prepared by ECONOMETRIC SPECIALISTS INC., New York, N.Y. 
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New England States 


MAINE NEW HAMPSHIRE VERMONT 







VERMONT 
@sT. ALBANS 









HAMPSHIRE) @bUCKSPORT 







BUCKFIELO 
* 





SOUTH 


e 
ST. JOHNSBURY PARIS @ 







@LEWwiSTON 











@VERGENNES 






* 
POLAND SPRING 








ASHLAND 
* 






LACONIA BRUNSWICK 


e 
CLAREMONT 






RUTLAND 
es 







@f BioDEFORD 


PORTSMOUTH 






Sageeceres 
JAFFREY 






EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 





| 
| 
| 
| 
| 


Cities 


Biddeford 
Brunswick 
Buckfield 

Bucksport 


Ashland 
Berlin 
Claremont 
Hinsdale 
Jaffrey 


Brattieboro 
Rutland 
St. Albans 


Attleboro 
Ayer 
Beverly 


Boston 


Bridgewater 


Cambridge 


Canton 


TRADE AGREEMENTS ACT EXTENSION 


New England States 


MAINE 


Commodities 


Cotton textiles 
Paper products 
Shoe findings and machinery 
Paper products 


Cities 


Lewiston 
Poland Springs 
Portland 

South Paris 


NEW HAMPSHIRE 


Napkins, paper towels, toilet paper 
Paper products 

Construction machinery 

Napkins, paper towels, toilet paper 
Shoe findings and machinery 


Laconia 
Manchester 
Nashua 


Portsmouth 


VERMONT 


Musical instruments 
Cotton textiles, weighing equipment 


Batteries, carbons, electrodes 


St. Johnsbury 
Vergennes 
Other 


MASSACHUSETTS 


Cordage 

Leather tanning and finishing 

Shoe findings and machinery 

Auto parts, centrifuges, electronic 
products, industrial chemicals, labora- 
tory apparatus, leather manufactures, 
safety razors and blades, shoe fab- 
rics, textile sewing machinery, water 
distilling equipment 

Nails 

Cameras, carbon paper, films, indus- 
trial chemicals, ink, insulated cable, 
office supplies, shoe fabrics, shoe find- 
ings and machinery, textiles, wire and 
cable 

Leather tanning and finishing, rubber 
products 


Chicopee Falls 
Dighton 
Everett 
Fairhaven 
Fall River 
Fitchburg 
Framingham 
Franklin 
Gardner 
Gloucester 
Greenfield 
Holbrook 


Holyoke 


Hopedale 
Indian Orchard 
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Commodities 
Cotton piece goods 
Mineral water 
Industrial hardware 
Garden furniture 


Knitting machinery, textile machinery 
Cotton textiles, leather 

Cotton piece goods, plastic toys, shoe 
findings and machinery 

Deep-sea cable 


Industrial scales 
Aircraft parts 
Paper products 


Rubber products 

Chemical products 

Duplication machines 

Iron and steel products 

Cotton textiles 

Paper and paperboard, saws and knives 
Paper tags, labels, seals 

Felt 

Furniture, time-recording clocks 
Glue, mucilages 

Iron and steel products, tools 
Chemicals 

Mining and well machinery, paper and 
paper products, plumbing fixtures, 
technical papers 

Textile machinery 

Water valves 
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Cities 


Lawrence 
Leominster 
Lowell 
lynn 
Maiden 
Millbury 


New Bedford 


North Adams 
Palmer 
Peabody 
Pittsfield 
Rockland 


South Braintree 


Southbridge 


Springfield 


TRADE AGREEMENTS 


ACT EXTENSION 


New England States 


MASSACHUSETTS (continued) 


Commodities Cities 
Plastic products. shoe fabrics Walpole 
Chemicals Waltham 
Leather, shoe fabrics Warren 
Chemical specialties, shoe blacking 
Paints and pigments Watertown 
Felt vibration pads 
Aluminum furniture, cotton textiles, Westboro 
rayon piece fabrics, shoe findings and 
machinery Westfield 
Electric machinery Weymouth 
Cotton textiles Whitman 
Leather Woburn 
Paper products 
Rubber products 
Auto fabrics 
Optical implements, scientific equip- Worcester 
ment 
Fuel injection systems, hair prepara- 
tions, oil-burning equipment, paper 
and paper products, revolvers, service Other 
station equipment, tools 

MASSACHUSETTS 


EXPORTS TO VENEZUELA ORIGINATE 


IN THE TOWNS AND CITIES SHOWN 


*worTH ADAMS 


® NFIELO e 
wane GAROWER 


o 
PITTSFIELD 


a 
worcester® 
MULLOURTS 


WOLTORE 
wanren® 
INDIAN ORCHARO @ @ePacmer 
WESTFIELD @  OCHiCOPEE FALLS 
@spaincrieco 


gitcreurs 


wesTeoroe 


@soutnenr0G€ 





LOWELLe 


eaver 
* cominsTEeR 
wosurn® 


waloEene@ 






wacPote 
@rorPeOaLe 


OFRANKLIN 


LAWRENCE 


LYN, 


eran Tree © 


WHOL BROOK® WEYMOUTH 


anor 
woitwen 


@art ao @ 
ATTLEBORO OT ocewaTeR 


eG TON 


Commodities 


Cotton goods 

Electronic equipment 

Pumping machinery 

Fountain equipment, material-handling 
equipment, meat products, pipe valves, 
rubber footwear 

Coffee and plantation machinery, 
grinding wheels 

Textile machinery 

Liquid household cement 

Tacks and nails 

Leather 

Grinding machines, grinding wheels 
and abrasive grain, industrial ma- 
chinery, leather manufactures, plastic 
molding machinery and dye casting, 
padding presses, punch card filing of- 
fice equipment, textile sewing and shoe 
machinery 

Canned fish, chemicals, iron and steel 
products, paper products 












GLOUCESTER 





peasooy *CSEVERLY 
° 




















@nocn 









j 
| 





Citi 


An: 


Bri 








dling 
alves, 


nery, 


heels 
lastic 


sting, 
g of- 


steel 
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New England States 


CONNECTICUT 


Cities Commodities 


Manicure specialties, metal products 
Aerosol bombs, cables, casters, chains, 
dictating and recording equipment, 
electric equipment, fountain pens, 
metal products, office machinery and 
equipment, safety razors and blades, 
steel castings, typewriters 

Bristol! Auto parts, trucks and coaches 


Ansonia 


Bridgeport 


Collinsville Axes, machetes, picks 
Danbury Dyes 
Danielson Motor controls, wiring devices 
Fairfield Fabrics and finishes, storage batteries 
Georgetown Metal fencing, wirecloth poultry net- 
tin 
Glastonbury samp and toilet preparations 
Greenwich Books, magazines, stationery 
Groton Textile products 
Aircraft parts, electric motors, electric 
wiring devices, electronic control 
Hartford equipment, household brushes, kero 
sene stoves, office appliances, type 
writers 
Ivoryton Piastic products 
Kensington Paper products, textiles 
Manchester Cleansers, paper and paperboard 
Middletown Brake lining and clutch facings 
Milldale Bottling machinery, pumps, steel tanks 
RHODE 
Bristol Rubber goods 


Central Falls Laundry and dry cleaning equipment 
Cotton goods, rubber products, textile 


Pawtucket machinery, textile mill supplies and 


accessories 







e somens 


Simseury 
. 










TORRINGTON COLLINSVILLE 9 MANCHESTER 
. . ® 


@ “ARTFORO 
@ GLASTONBURY 

ONE ORI TAIN 

@ KENSINGTON 


eaTeRtTOwn 
© oaavuce » MOOLETOWN 

® ewiiome 

TATER BURY 


© ANSONIA 


wew HAVEN 





EORGE TOWN 
o* 


OF 0GEPORT 


STWaTe 
SPRINGOALE at FORO 
. 






DANIELSON. 


© WL Liman TiC 


Cities Commodities 


Moodus Textiles, twine 
Mystic Marine engines, turbines and parts 
Coffee percoiators, hardware, irons, 

New Britain mechanics’ hand tools, textile machin- 
< ery, waffle irons 

Cameras, educational toys, electric 

drills, film, mixers, model trains, plas- 

tic materials, threading and cutting 

machinery, toys 


New Haven 


Oakville Iron and steel manufactures 

Simsbury Blasting supply accessories 

Somers Insecticide sprayers 

Springdale X-ray equipment 
Aircraft parts and accessories, camel- 
back, construciion equipment, electric 

Stamford shavers, engines, on Sane makers, 
locks, office appliances, pumps 

Stratford Gauges and miscellaneous instruments, 
machinery, safety valves 

Torrington Non-ferrous rods, sheets, tubes and 
wire 

Wallingford Silverware 

Waterbury Brass and copper products, metal 
trimmings 

Watertown Plastic ware 

Willimantic Textile products 

Other Chemicals 


ISLAND 


Atomizer equipment, auto parts, hu- 
midifiers, industrial machinery, iron 

Providence and steel products, machine tools, 
medical rubber goods, water meters 
and repair parts 


EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 


AHODE 1SL AMO 


s 
EMTRAL FALL *s) 
PawTucnet 




















provioence® 


CONNECTICUT 
and RHODE ISLAND 
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Middle Atlantic States 


NEW YORK 


@ MASSENA 

















TUPPER 
LAKE 


@EVANS MILLS 


OSWEGO 















ULTON 






etoc 











NIAGARA FALLS ~~ @ wre raaree euTica GREENWICH ® 
prONAWANOA ROCHESTER gc SENECA FALLS oneina @ILION @BALLSTON 
UFFALO @BATAVIA SPA 
ACKAWANNA LE ‘Roy FeO UN Lo aaua MARIAVILLE @ 9 1 
@PERRY SCHENECTADY of 
@CINCINNATUS a, 
DUNKIRK SaRcane @ PENN YAN RENSSELAER 
NUNDA 
@iTHaca 
@LITTLE VALLEY PAINTED @PAINBRIOGE cCopaxe 
CORNING g° @PENCER @JOHNSON CITY 


wgMestown ELyina e@ @B8INGHAMTON KINGSTON 


wetencecl ENOICOTT 
























POUGHKEEPS: 

MONZICELLO 
WALDEN @nEw- 
BURGH 


MIDOL§ TOWN 


EXPORTS TO VENEZUELA ORIGINATE PEEK SKILL 


IN THE TOWNS AND CITIES SHOWN 


PEARL RIVER 
Yonxers]® 


NEW YORK 


ROSLYN 








Citi 


Alb 


Arc 


eee 


Sa eel eee ee 


Cities 


Albany 


Arcade 
Bainbridge 
Baldwinsville 
Ballston Spa 
Batavia 
Binghamton 


Buffalo 


Caledonia 
Canandaigua 
Cincinnatus 
Copake 
Corning 


Dobbs Ferry 
Dunkirk 
Elmira 


Endicott 
Evans Mills 
Fulton 
Geneva 
Greenwich 
lion 

ithaca 
Jamestown 
Johnson City 
Kingston 
Lackawanna 
le Roy 

Little Valley 
Lockport 
Mariaville 
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Middle Atlantic States 


NEW YORK 
Commodities Cities 
Cleansers, detergents, lye and caustic Massena 
soda, napkins, paper towels, toilet Middletown 
paper Monticello 
Powdered milk products Newburgh 


Chemical products 

Wheat flour 

Leather 

Agricultural sprayers 

Paper products, photographic products 
Ceramic supplies and equipment, con- 
crete admixtures and coloring agents, 
dental gold and supplies, fibreboard, 
flour and cereals, iron and steel manu- 
factures, liquid meters, medicines, 
metal hospital furniture, mining ma- 
chinery, office appliances, packaging 
machines, pumps, rubber products, 
sugar cane machinery, television sets, 
wallboards, welding equipment 

Liquid chlorine 

Enamelware, galvanized wire 
Powdered milk products 

Safety equipment 

Glass products, laboratory apparatus, 
laboratory glassware 

Flavoring extracts, medicines 
Locomotives 

Auto parts, office appliances, oil pur- 
ifiers, television tubes, typewriters, 
valves 

Business machines 

Powdered milk products 

Facial and toilet tissue 

Kitchenware 

Textiles 

Office appliances 

Office appliances 

Metal office furniture 

Office equipment and supplies 

Rock crushing equipment 

Iron and steel 

Tools 

Powdered milk products 

Autos and parts 

Glassware 


New Hyde Park 


New York 


759 


Commodities 


Aluminum products 

Tools 

Synthetic oils 

Felt, lighting fixtures 

Electronic products 

Abrasives, adhesives, aircraft, aircraft 
parts and accessories, artificial leather, 
artist supplies, asphalt roofing ma- 
terial, auto parts and service equip- 
ment, belt and chain conveyors, belts, 
books, bottling equipment, bourbon, 
buttons, canned foods, cardboard 
wardrobes, carpets and rugs, cement 
making machinery and parts, ceramic 
supplies and equipment, chemical 
products, chewing gum, church equip- 
ment, cleansers, coated fabrics and 
papers, compressors, conduits, con- 
struction machinery, construction ma- 
terials, cosmetics, cotton manufac- 
tures, cotton thread, dairy products, 
dental alloys and products, display 
equipment, doughnuts, dresser sets, 
elastic tape, electric products for auto- 
motive vehicles, electric machines and 
apphances, electric utility equipment, 
electronic products, engines, filing 
supplies, filters, firearms, fire-fighting 
equipment, floor coverings, flour, food 
and food products, fresh fruit, frozen 
fish, fuel pumps for autos and trucks, 
garment manufacturing machinery, 
gifts, glass bottles, handkerchiefs, hard- 
ware, hops, hydraulic vulcanizers, in- 
dustrial adhesives, industrial glass con- 
tainers, industrial machines, inks, insu- 
lators, iron and steel products, jewelry, 
kraft boards, laboratory apparatus and 
materials, ladies wear and undergar- 
ments, lead products, leather manufac- 
tures, lithographic supplies, machinery 
and parts, magazines, magnetic record- 
ing equipment, maps, marking devices, 
meat products, medical instruments, 
metal cortainers, metallic stearates, 
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Cities 


New York 
(con't) 


Niagara Falls 


Nunda 
Olean 


Oneida 


Oswego 


AGREEMENTS ACT EXTENSION 


Middle Atlantic States 


NEW YORK (continued) 


Commodities 


metal products, motion picture and 
communications equipment, motion 
pictures, motorcycles, newsprint, non- 
metallic minerals, nuts, nylon goods, 
office machines and equipment, olives, 


optical goods, paint brushes, paints, 
paper and paper products, paper cups, 
paper liquid food containers, pencils, 
petroleum products, pharmaceutical 
chemicals and products, phonograph 
records, photo and projection goods, 
pianos, pictures, pigments, pipe, plas- 
tic hoses, plastics and products, ply- 
wood products, pneumatic riveting 
equipment, potatoes, precision cast- 
ings, prefabricated shower cabinets 
and glass shower doors, printing ma- 
chinery, prints, radios, television and 
parts, razors and razor blades, refrig- 
erators, rubber products, safes, scales, 
scientific and professional instruments, 
sewing machines, shaving brushes, 
show cases, silk products, silverware, 
skirts, soap and toilet preparations, 
soft drinks and concentrates, solder 
and babbitt, soy bean lecithin, specialty 
chemicals, sporting goods, stationery 
supplies, steel products for concrete 
construction, sugar mill machinery, 
supermarket refrigeration equipment, 
synthetic fibres, television receivers, 
textile machinery, textiles, toys, type- 
setting machines and supplies, vac- 
uum cleaners, valves, vegetable fats, 
vehicles and parts, vending machines, 
vinyl sheeting, wire cable, x-ray equip- 
ment 

Abrasives, auto parts and accessories, 
ceramic supplies and equipment, chem- 
icals, cotton products, paper products 
Steel products 

Compressors, electric utility equip- 
ment, engines 

Plated and sterling silverware, stainless 
steel flatware 

Boilers 


Cities Commodities 

Painted Post Compressors, gas engines 

Pear! River Industrial chemicals 

Peekskill Electric machinery 

Penn Yon Flour 

Perry Powdered milk products 

Poughkeepsie Bearings, dairy equipment, elevators 
and doors, office appliances 

Rensselaer Drugs and toilet preparations, dye- 
stuffs and chemicals 

| Air compressors and paint spray 

equipment, autos and parts, chemicals 
and chemical specialties, children’s 
furniture, industrial machinery, men’s 
furnishings, movie cameras, musical 

Rochester instruments, optical equipment and 
products, pet supplies, pharmaceu- 
ticals, photo and projection goods, 
residential heating equipment, service 
Station equipment, spices and dress- 
ings. tape recorders 

Roslyn Toilet preparations 

Schenectady Insulators, locomotives 

Seneca Falls Pumps 

Sidney Aircraft magnetos, auto parts 

Spencer Dairy products 
Agricultural machinery, autos and 
parts, chemicals and products, dyes, 
electric equipment, industrial machin- 

Syrasne ery, lanterns and lighting equipment, 
locomotives, office appliances, rubber 
products 

Tonawanda Musical instruments, office appliances 

Troy Auto parts, coated abrasives, industrial 
tapes 

Tupper Lake Wood products 

Utica Electric equipment, pneumatic tools 
and drills 

Walden Tables, toys 

Westbury Glass frames, machinery 

White Plains Welding rods 

Yonkers Elevators, vitamin tablets 
Autos and parts, canned food, chem- 

Other icals, cosmetics, electrical supplies, 


paper products, pens, plastics, road 
building machinery 











re em 





spray 
ricals 
iren’s 
nen's 


aceu- 


rvice 
iress- 


and 
dyes, 
chin- 
nent, 


bber 
inces 


strial 


tools 


yem- 
ilies, 
road 


Cities 


Atlantic City 
Bayonne 


belleville 
Bloomfield 


Bound Brook 
Burlington 
Butler 
Camden 


Carneys Point 
Carteret 
Clifton 


Dover 


Dunellen 
East Orange 
East Rutherford 


Edgewater 
Elizabeth 


Fairlawn 
Gibbsboro 
Gloucester City 


Harrison 


Hillside 
Hoboken 


Jersey City 


Kearny 
Kenilworth 
lakewood 
linden 

Lodi 
Lyndhurst 
Mahwah 
Metuchen 
Millville 
Montville 
Morris Plains 
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Middle Atlantic States 


NEW JERSEY 
Commodities Cities 
Glass-working machinery Morristown 


Bolts, dehydrated castor oil, petro- 
leum products, table dressing 

Aute fabrics, expansion joints for 
highway construction, television sets 
Lamps, pharmaceuticals, toilet prep- 
arations 

Industrial chemicals, textile products 
Cast-iron pipe 

Rubber products 

Chemical products, leather for shoe 
uppers 

Refrigeration gases 

Ceramic chemicals 

Automatic weighing equipment, con- 
veyors, railroad freight cars, rayon 
manufactures, toiletries and fine soap 
Gasoline and oil hose, precision cast- 
ings, sportswear and foundations 
Iron and steel, printing machinery 
Pipe 

Asphalt emulsions and cutbacks, as- 
phalt-saturated felt, mineral surfaced 
roll roofing 

Automobiles, linseed oi! 

Pigments, paints and varnishes, type- 
writer ribbons 

Auto parts 

Paints 

Asbestos roofing materials, industrial 
chemicais 

Elevators, mining and well machinery, 
trucks and coach parts 

Bottling equipment 

Paper products, tank coating mate- 
rials 

Botanical drugs, castor oil, chemical 
products, detergents, elevator equip- 
ment, essential oils, lead pencils, 
magazines, books and _ stationery, 
medicinal and pharmaceutical prepa- 
rations, soap, tobacco and manufac- 
tures, toilet articles and components 
Floor coverings 

Pharmaceuticals 

Eggs 

Chemicals, dyestuffs 

Pigments, paints and varnishes 
Botanical derivatives 

Brake shoes 

Automobiles, radio and television 
Glass products 

Essential oils 

Cosmetics, pharmaceuticals 


Newark 


New Brunswick 


North Bergen 


Nutley 
Parlin 
Passaic 
Paterson 


Perth Amboy 
Phillipsburg 


Plainfield 


Rahway 
Red Bank 


Ridgefield 


Ridgewood 

South Bound 
Brook 

South Plainfield 

Teterboro 

Toms River 

Trenton 


Union 


Vineland 
Warners 
Wharton 
Whippany 


f 
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Commodities 


Brassieres 

Auto seat covers, cement-making ma- 
chinery and parts, chemicals, chemical 
cleaning compounds, chemicals for 
rubber industry, chewing gum, ciga- 
rette lighters, erasers, filters for food, 
drug and cosmetic industry, fire fight- 
ing equipment, glass products, indus- 
trial chemicals, leather manufactures, 
medicinal products, metal beds, meters 
and instruments, paints and pigments, 
photo-flash bulbs, plate glass, solder, 
spices, toilet preparations, water treat- 
ing equipment, welding products 
Cable, drug products, steel conduits, 
surgica! dressings, toilet goods, trucks, 
wire 

Fluorescent and incandescent lamps, 
paper products 

Lettering equipment 

Cellulose products 

Neckwear, slacks 

Cesmetics, metal mouldings, rayon 
manufactures, woven labels 

Asphalt, brassieres, ceramic and 
enameling equipment 

Chemicals, compressors, diesel en- 
gines, pumps, rock drills 

Engines, light machine tools, rosin, 
transmissions, wood-and metal-work- 
ing machinery 

Auto parts 

Aircraft inverters 

Asphalt roofing materials, paper and 
paperboard, stoves 

Well, mining and pump machinery 


Roofing materials 

Chemicals 

Aircraft instruments and accessories 
Eggs 

Cables, refrigerators, steel and steel 
mill products, store fixtures 

Industrial cutting and welding equip- 
ment, watch bracelets 

Laboratory glassware 

Roofing asphalt 

Pipe 

Rubber products 

Building materials, chemicals, electri- 
cal supplies, industrial and pharma- 
ceutical chemicals, paper products, 
petroleum products, pipe, plastics, 
trucks and coaches 
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NEW JERSEY 


EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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Cities 


Aliquippa 

Allenport 

Allentown 
Ambler 


Athens 
Barrett 
Beaver Falls 


Beavertown 
Berwick 
Bethlehem 


Blandburg 
Bristol 
Brockway 
Chester 
Clearfield 
Coatesville 
Conshohocken 


Coraopolis 


Corry 

Easton 

East Stroudsburg 
Eddystone 
Emmaus 

Emmons 


Erie 


Fairless 
Franklin 


Greensburg 
Greenville 
Grove City 
Harrisburg 
Hatboro 


Jeannette 
Johnstown 
Lancaster 


Latrobe 
Lebanon 
Lewistown 


TRADE 


AGREEMENTS ACT EXTENSION 


Middle Atlantic States 


PENNSYLVANIA 


Commodities 


Steel products 

Steel products 

Sugar machinery, trucks 

Agricultural and metal-working chem- 
icals 

Pneumatic tools 

Clay products 

Seamless and welded tubes, steam 
boilers 

Synthetic textile fabrics 

Steei_ products 

Iron and steel products, structural 
steel 

Clay products 

Industrial chemicals, paper 

Glass products 

Paper products 

Clay products 

Carbon steel plate 

Glassine, rigid steel conduits, rubber 
products, service station equipment 
Automobile service equipment, but- 
terfly control valves 

Office appliances 

Paints, pigments, welded products 
Galvanized hardware 

Structural steel 

Electric wiring devices 

Lighting fixtures 

Chemical specialties, commercial re- 
frigerators, construction machinery, 
gasoline pumps, hand pipe tools, hand 
trucks, machinists’ vises, permanent 
magnets, plastic tableware, pneumatic 
pumps, printing paper, sterilizers 
Steel and steel mill products 

Air compressors, construction ma- 
chinery, diesel engines 

Lamps 

Storage tanks 

Diesel engines and compressors 
Concrete carts 

Chlorination equipment, hospital 
equipment, industrial equipment 
Glassware 

Iron and steel 

Closures and crowns, floor tiles, lino- 
leum and felt base, water purification 
equipment, water systems 

Tungsten carbide products 

Iron and steel 

Rayon yarn 


Cities 


Malvern 
Marietta 
Meadville 
Middleburg 
Monessen 
Monongahela 


Mt. Holly Springs 
Mt. Union 
Natrona 

New Brighton 
New Castle 
New Holland 
New Kensington 
North Wales 
Oaks 


Philadelphia 
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Commodities 


Hypodermic needles, syringes 
Biologicals 

Rayon yarns 

Synthetic textile fabrics 

Steel products 

Automatic stokers, fuel feeding de- 
vices 

Laboratory filter paper 

Clay products 

Agricultural chemicals 

Iron and steel manufactures 
Plumbing fixtures 

Electric machinery 

Aluminum and manufactures 

Wicks 

Paper products, rubber products 
Agricultural implements, alcoholic 
beverages, artificial teeth, automobiles 
and auto parts, awnings, ball bear- 
ings, books. chemicals, chemical 
pumps, confections, cotton tape, cot- 
ton yarn, dental supplies, diesel en- 
gines, electrical resistors, electric 
equipment, electric meters, filing cabi- 
nets, flow gauges and controllers, 
fountain equipment, hats, hose coup- 
lings and parts, hosiery, hydrometers, 
industrial chemicals, industrial con- 
trols, industrial tools, iron and steel 
products, kitchen equipment, lamps, 
lead products, leather manufactures, 
locomotives, looseleaf devices, maga- 
zines, materials handling equipment, 
mechanical and rubber products, 
medical books, medicines, metal 
products, mustard, office supplies, 
paint grinding velicles, panels, pa- 
perboard, paper products, paper tubes, 
petroleum products, pharmaceutical 
specialties, photo binders, pigments, 
paints and varnishes, pet supplies, 
plumbing equipment, power trans- 
mission drives, presses, pumping units, 
pumps, radio . sets, refrigerators, 
scientific instruments, smokestands, 
spices and dressings, sportswear and 
foundations, stationery, steam plant 
equipment, structural steel, sugar ma- 
chinery, television receivers, textiles, 
thermometers, tobacco manufactures, 
turbines, water heaters, water treating 
systems 
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Middle Atlantic States 


PENNSYLVANIA (continued) 


Aircraft parts, beverages, ceramic 
colors, chemicals, construction ma- 
chinery, electric machinery, glass 
products, industrial chemicals, indus- 
trial machinery, irrigation pipe, lab- 
oratory apparatus, medicine droppers, 
metal containers, mine safety appli- 
ances, oil tanks, petroleum and prod- 
ucts, pole line hardware, salt, steel and 
steel mill products, steel pipe, steel 
plants and equipment, vegetables and 
vegetable preparations, ventilators, 
water tanks 
Port Kennedy Clay products 
Pottstown Axle shafts, boilers and tanks, rubber 
Aircraft batteries, auto parts and ac- 
cessories, hosiery machine parts, iron 
Reading és steel manufactures, plumbing fix- 
tures 
Structural steel 


Royersford 
Bathroom sets, kitchen equipment 


Scranton 


PENNSYLVANIA 
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Selinsgrove 
Steelton 


Synthetic textile fabrics 

Regulators, transformers 

Iron and steel products 

Dynamite and blasting supplies 
Photo products 

Railway car parts 

Clay products 

Industrial machinery 

Air compressors for ccnstruction 
work, antibiotics, fire protection equip- 
ment and chemicals 

Dynamite and blasting supplies 

Iron and steel 

Air conditioners, refrigeration equip- 
ment, steel office equipment, welding 
equipment 

Diesel controls, thermostats 
Chemicals, dynamite and blasting sup- 
plies, paper products, plastics, rayon 
fabrics, wearing apparel 


EXPORTS TO VENEZUELA ORIGINATE 
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South Atlantic States 


DELAWARE, MARYLAND, VIRGINIA 
and 
WEST VIRGINIA 
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Cities 
Dover 
Smyrna 


Washington 


Danville 
Fredericksburg 
Front Royal 
Hopewell 
Marion 
Petersburg 


Clarksburg 
Dunbar 


Martinsburg 
Nitro 
Parkersburg 
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South Atlantic States 


DELAWARE 
Commodities Cities 
Baby needs, girdles, pillows Wilmington 
Milk coolers Other 
MARYLAND 


Beverages, bottling equipment, cement 
making machinery and parts, chemi- 
cals, chemical specialties and dyes, 


cotton manufactures, electric machin- Bladensburg 
ery, food, galvanized ware, gas ranges, Geahenstend 
industrial cuemicals, industrial plumb- 

ing equipment, kitchen cabinets, lead 

products, metal containers, metal cul- Salisbury 

verts, meteorological equipment, pen- Sperrows Point 
cils, paints, petroleum products, Towson 


pigments, plumbing fixtures, steel 


DISTRICT OF COLUMBIA 


Paper products 


VIRGINIA 
Cotton textiles Richmond 
Rayon yarn 
Rayon yarn — 
Cellulose products, petroleum products West Norfolk 
Billiard tables, bowling alleys Winchester 
Tobacco and manufactures Other 


WEST VIRGINIA 


Brassieres Wheeling 
Enamelware 

Brassieres, chemical products, plumb- 

ing fittings Willow Island 


Fabric manufactures, stockings Other 
Rayon yarns 


Oil field equipment, rayon yarns 


Commodities 


Chemical supplies, dental products 
Chemicals 


strapping and equipment, tinware, 
vegetables, meat and fruit, x-ray equip- 
ment 

Anesthesia gases, welding equipment 
Rubber products 

Metal containers 

Pumps 

Iron and steel 

Aircraft radios, radio equipment, tele- 
vision receivers | 


Aluminum and manufactures, tobacco 
and manufactures 

Rayon yarns 

Tobacco and cigarette machine parts 
Industrial chemicals 

Apples 

Chemicals 


Electric machinery, glassware, galvan- 
ized ware, metal products, tobacco 
products 

Industrial chemicals 

Alloys, batteries, carbons, chemicals, 
electrodes, metals, plastics, steel manu- 
factures 
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South Atlantic States 


NORTH CAROLINA 







































Cities Commodities Cities Commodities 
| Asheville Mica Lenoir Crude herbs 
Boger City Cotton yarn, synthetic yarns North 
| Charlotte Textiles Wilkesboro Grinding mills 
| ; Pisgah Forest Paper products 
Gastonia Cotton yarn, tire cord Salist Cotton textiles 
Greensboro Cotton textiles Other Batteries, carbons, electrodes, hosiery, 
Kannapolis Cotton manufactures nylon and rayon 
= oat SOUTH CAROLINA 
ip- 
Charleston Mixed fertilizer Spartanburg Cotton textiles 
at oo — pen Starr Synthetic textile fabric 
Orangeburg Plywood Travelers Rest Cotton textiles 
| Seneca Sportswear and foundations Other Cotton textiles, nylon and rayon 
I 
le- | 
| 
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Cities 
Atlanta 


Augusta 
Barnesville 
Brunswick 
Cedartown 
Flintstone 
LaGrange 
Macon 


Savannah 
Toccoa 


West Point 
Other 





TRADE AGREEMENTS ACT EXTENSION 


South Atlantic States 


GEORGIA 


Commodities 


Cloth bags, electric machinery, steel 
and steel products, tarpaulin 

Machine threads 

Tire fabric 

Chemicals 

Agricultural equipment 

Cotton textiles 

Cotten textiles 

Acoustical materials, building mate- 
rials, cotton textiles, industrial prod- 
ucts, insecticides 

Chemicals, paper and products, petro- 
leum products 

Earth moving equipment 

Cotton textiles 

Chemicals, drugs, herbs, nylon, rayon, 


spices 


GEORGIA 





@LINTSTONE 


Ceoastown 
* 








LA GRANGE 
e 
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IN THE TOWNS AND CITIES SHOWN 


roccoa 


TLANTA 


@AAnESviict 
Gacon 


GEORGIA 


FLORIDA 


FLORIDA 

Cities Commodities 

Auburndale Agricultural equipment 

Coral Gabies Marine communications equipment 
Airc: aft engines and parts, aluminum 
furniture, electronic equipment, hard- 

Miami ware, lighting fixtures, machinery 
parts, paperboard, plastic tiles, tandem 
trailer for sugar mills, washing ma- 
chines and parts, wood products 

Miami Springs Fishing tackies and reels 

North Miami Aluminum glass jalousies, windows 

Palatka Wrapping paper 

Tampa Metal containers 

Other Canned foods, chemicals, frozen 
orange juice 

and FLORIDA 
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East North Central States 


nt 


num OHIO 


lard- 
inery | 
idem 

ma- 


“Ss 


s 
pa 





# 
INESVILLE 


New TON 


FALL 




























waveron e Toe 


MAUM LORAIN 
* arvan 


ns CLEVELANO 
SANDUSKY ELYRIA @SOLON YOUNGS 















DEFIANCE of 
> CUYAHOGA FALLS@ Worgcsoore 
sow.ine creen come’ DAR eC ALLE 
@TIFFIN: WwiLaRO e $ 
FOSTORIA ALLIANCE SALEM 
FinpLaY MASSILLOM @ O Nron 
i @ ASHLAND 
; LIMA 
a seers ® ogver 
GAaLion® MANSFIELD e 
j KENTON® 
indie PERRYSVILLE NEW PHILADEL PHM 
BELLE FONTAINE WEST 
on A "ems oS AFAYETTE 
hdleveg CONSHOCTON 
@rTroy @ WESTERVILLE 










CO, umMBUS BELL AIRE® 
v 


+ 
w XANDRIA 
ye SPRINGFIELO, ZANESVILLE BYESVILLE 
DAYTON ORIENT 











@ LANCASTER 







ee MI0OLE TOWN 
TRENTON 






@ HAMILTON QPREENFIELD manic TTa®. 









@ LOCKLAND 
@ NORWOOD ehitt sBoro 
CINCINNATI 






EXPORTS TO VENEZUELA ORIGINATE 
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East North Central States 


OHIO 


Cities Commodities 


Apparel, automatic tools and acces- 
sories, chemical specialties, dental 


Akron supplies, rubber, rubber products, 
tires, tubes and camelback, tire vul- 
canizers 

Alliance Railroad car parts, steam boilers and 
tubes 

Ashland Pumps, rubber products, water systems 


and sprayers 


Barberton Industrial chemicals, steam boilers and 
tubes, toys 

Bellaire Enamelware 

Bellefontaine Metal furniture 

Bowling Green —_ Engines, turbines and parts 

Bryan Aircraft parts, lubricating equipment 

Bucyrus Agricultural equipment, farm wagons, 
motor graders 

Byesville Metal products 


Canton Dental equipment, filing cabinets, gas 
and diesel engines and supplies, metal 
products, office equipment 
Auto parts, automatic tools and acces- 
sories, belts, edible vegetable oils and 
fats, electric tools, industrial machin- 
ery, lathes, office furniture, petroleum 
valves and fittings, plastics, playing 
cards, sporting goods, steel products, 
stoves, tinware, tires and tubes, toilet 
preparations, wood working machines 
Agricultural machinery, air condition- 
ers, arc welding machines, automotive 
accessories, automotive equipment, 
automotive paris, awnings and awn- 
ing hardware (metal frames and fix- 
tures), auto parts, beverages, cello- 
phane products, ceramic and enamel- 
ing materials, combustion controls 
and meters, concrete admixtures and 
coloring agents, conveying equipment, 
cotton duck, earth moving equipment, 
electric ranges, elevators, engineer 
construction equipment, garage equip- 
ment, gas ranges, gas welding and 
cutting equipment, greeting cards, 
Cleveland hobby alle. industrial Testa 
industrial tools, kerosene stoves, kit- 
chen goods, latex products, lift trucks 
and parts, lighting equipment, medi- 
cinal and pharmaceutical products, 
metal furniture and umbrellas for 
garden and beach use, milling cutters, 
office appliances, paints, pigments, 
varnishes, pipe threading machines, 
printing and bookbinding machinery, 
reamers, screening equipment. sensi- 
tized materials, service station equip- 
ment, sewing machines, shock ab- 
sorbers, steel and steel mill products, 
storage batteries, stoves, taps, tire 


Cincinnati 


Cities Commodities 


vuleanizers, trucks and parts, twist 
Cleveland drills, vegetable oil,seed milling ma- 
cont'd. chinery, venetian blind parts, water 
heaters, weldments, windows, wire- 
cloth 
Aircraft, aluminum mouldings, auto 
hardware, ball bearings, cement equip- 
ment, dairy products, dental acces- 
sories, electric home appliances, 
electric kilns and furnaces, farm and 
garden tools, fluid drive, gas ranges, 
glass and products, glassware, hydraulic 
pumps, machinery, materials handling 
equipment, metal stamping, mining 
machinery, mountings for bronzed 
baby shoes, pipe, plastic houseware, 
plastic pipe and garden hose, refriger- 
ation thermostats, soldering fluxes, 
stainless steel mouldings, stamping 
machines, steel rolling doors, sugar mill 
equipment, table oilcloth, tin cans, 
ventilating apparatus, zinc oxide 
Copley Plant food chemical 
Coshocton Rubber goods and houseware 
Cuyahoga Falls = Trusses and surgical goods 
Air conditioners, autos and parts, 
clay-working machinery, compressors, 
electric motors, freezers, maps, books, 
Dayton magazines, stationery, office appli- 
ances, printing and bookbinding ma- 
chinery, ranges, refrigerators, trucks 
and coaches, washing machines 


Columbus 


Defiance Automotive tools and accessories, 
belts, hand tools, tires, tubes 

Dover Galvanized ware, wal! products, wall 
and ceiling panels 

Elyria Alloy castings, auto parts, pipe ma- 
chines, tools 

Findlay Porcelain products 

Fostoria Auto parts and accessories 

Galion Construction machinery, truck bodies 

Greenfield Marine and camping equipment 

Hamilton Paper and paperboard, water valves 

Hartville Solid rubber tires 

Hillsboro Food machinery 

Kenton Railroad cabooses 

Lancaster Glass and products, glassware 

Lima Funeral cars and ambulances 

Lockland Auto parts and accessories 

Lorain Construction, mining, and conveying 
equipment, kerosene stoves 

Mansfield Automotive tools and accessories, 
belts, pumps, ranges, stoves, tires, 
tubes 

Marietta Office appliances 

Marion Excavating equipment 

Massillon Metal products, steel trays 

Maumee Kitchen cabinets, bathroom fixtures 
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TRADE AGREEMENTS ACT EXTENSION 771 


East North Central States 


OHIO (continued) 


Cities Commodities 


Middletown Grain storage bins, paper and paper 


products, steel products 


Mogadore Automotive accessories, automotive 
tools, belts, tires, tubes 
Mt. Vernon Compressor cylinders 


New Philadelphia Enamelware 
Newton Falls Road building equipment 


Norwood Chemicals 

Orient Conveyors 

Painesville Chemical products 

Perrysville Stee! products 

Piqua Steel tubing 

Salem Machinery, pumps 

Sandusky Electric machinery, paints, pigments, 
rubber balis, toys 

Solon Chain hoists 

Springfield Agricultural machinery, appliances, 
compaction equipment, industrial ma- 
chinery 

Tiffin Piumbing and fixtures 


Aircraft manufactures, auto parts and 
accessories, closures, electric batteries, 

Toledo glass containers, glass products, indus- 
trial machinery, scales, scientific in- 
struments, textiles 


Cities Commodities 
Troy Agricultural sprinklers, furniture 
Warren Autos and parts, electric machinery, 


hand machinery, hand tools, road 
building equipment 


Wauseon Auto parts, electrical appliances, metal 
products 

West Alexandria Cutting machines, generators, welding 
equipment 

West Lafayette Enamelware 

Westerville Toy cap pistols and caps 


Willard Balloons, rubber gloves, toys 


Youngstown Aluminum office chairs, metal office 
furniture, metal products, steel filing 
equipment, steel office desks, steel 
products, steel tables 

Zanesville Transformers 


‘Agricultural machinery and equip- 
ment, alloys and metals, autos and 
parts, chemicals, construction ma- 
chinery, kerosene stoves and gas 
Other ranges, paper, plastics, printing and 
bookbinding machinery, road building 
equipment, rubber household products, 
steam boilers, seamless and welded 
tubes, tires, tubes, belts and acces- 


Trenton Pumps sories, truck bodies, trucks and coaches 
INDIANA 
Alexandria Acoustical tile chains, paper and paper products, 
Anderson Air compressors, autos and parts, parts for asphalt planks, shoe polish 
engine governors Kokomo Autos and parts 
Auburn Water heaters Lafayette Aluminum and manufactures 
la Porte Auto parts, pistons 


Air conditioners, blowers, gas pumps, 
kitchen cabinets and sinks, radios, re 
frigerators, television receivers 

Clay products, dehydration equipment, 
pulverizers, steel products 


Elkhart Agricultural sprayers 


Connersville 


East Chicago 


Evansville Automobiles, construction machinery, 
farm machinery, plastic pipe, refriger- 
ators and parts 
Agricultural implements, gas pumps, 

Fort Wayne liquid blending and filling machines, 
pumps, refrigerators and parts, trucks 
and trailers 

Frankfort Plumbers’ brass fixtures 

Hammond Children’s vehicles, railroad car parts 

Huntington Cleansers, disinfectants, soaps 
Automatic metering systems, bever- 
ages, biologicals, ceramic supplies, cot- 

Indianapolis ton and wool manufactures, diesel 


engine parts, electronic parts, medi- 
cinals and pharmaceuticals, moto- 
patchers and accessories, motorcycle 


Lawrence Auto parts and accessories 

Michigan City Construction machinery 

Mishawaka Bearings, power transmission machin- 
ery, pulleys 

Muncie Insulators 

Nappanee Children’s furniture 

New Castle Folding doors and parts 

No. Manchester Poultry equipment 

Richmond Bus bodies 

Roby Glucose 

Rochester Tubular stee! scaffolding 

Rockport Bathroom equipment 
Agricultural equipment, aircraft car- 

South Bend buretors, aircraft landing gear, auto 
parts and accessories, steel ranges, 
tractors 

Terre Haute Enamelware, industrial seals, pharma- 
ceuticals, steel products 

Warsaw Surgical splints 
Agricultural machinery, autos and 

Other parts, chemicals and plastics, construc- 


tion machinery, diesel engines and 
parts 
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HAMMOND 


EVANSVILLE 
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INDIANA 


EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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Cities 


Alton 
Argo 


Avrora 


Bellewood 


Chicago 


TRADE AGREEMENTS ACT EXTENSION 773 


East North Central States 


ILLINOIS 


Commodities 


Flour 

Corn products 

Construction machinery, conveying 
equipment, facial cream, steel furni- 
ture 

Electrical equipment, ink, library 
paste, mucilage, rivets, riveting ma- 
chines 

Canned food 

Agricultural implements, air-condition- 
ing controls, aluminum and manufac- 
tures, artificial sausage casings, auto 
parts, ball bearings, beverages, bio- 
logical supplies, blackboards, bolts 
and screws, books, bottling machinery 
and parts, business machines, canned 
foods, ceramic enameling equipment, 
chalk, chemicals and chemical spe- 
cialties, chewing gum, Christmas tree 
lights, check endorsers, communica- 
tions equipment, compressors, cook- 
ing utensils, cosmetics, dairy products, 
denial supplies, desk items, dispensing 
equipment, electric appliances, electric 
machinery, electronic equipment and 
components, flexible shaft equipment, 
food, food serving equipment, funeral 
caskets and supplies, garden hose 
geographic globes grain testing equip- 
ment, general merchandise and soft 
goods, grinders, imprinted business 
gifts, industrial machinery, industrial 
sewing machines, inks, iron and steel 
manufactures, juke boxes, laboratory 
apparatus, lawn sprinklers, leather 
products, magazines, manganese cast- 
ings and welding rods, meat products, 
metal cans, metal products, movie 
cameras and projectors, musical in- 
struments and accessories, office 
equipment and supplies, organs, paints 
and paint driers, perforators, pharma- 
ceuticals, phonographs, photograph 
equipment, pin games, plumbing fix 
tures, precision castings , pneumatic 
controls, printed matter, printing ma 
chinery, pumps. radios, radio loud 
speakers, reproduction equipment, 
saws, scales. scientific instruments 
signs, soap and toilet preparations 
soft drink machinery, solder, station- 
ery, steel chairs, steel products, sur 


Cities Commodities 


gical dressings, tape recorders, tele- 
vision receivers, tools, toys, transiorm- 
ers, valves, vehicles and lifts, vending 
Chicago washing machines, water treating 
cont'd, equipment, welding and cutting equip- 
ment, wheel chairs, wire products, 
writing instruments 


Cicero Electronic components, transformers 

Danville Chemical products 

De Kalb Pianos 

Dundee Ceramic lamps and artware, clay 
products 

East St. Louis Railroad car parts 

Elgin Compacts, cigarette lighters, dresser 
sets 

Evanston Metal products 

Fairfield Auto parts 

Freeport Electrical machinery 

Granite City Railroad car parts 

Hoopeston Food machinery 

Kankakee Car and floor wax 

Macomb Electrical porcelain 

Moline Agriculture implements, combines and 
farm machinery, industrial scales, 
tractors 

Morton Grove Pharmaceuticals 


Ottewa Chemicals and plastics 
Animal nutrition products, cranes, 


Peoria donkeys, earth-moving equipment, lift 
trucks, sulkies, tractors and tractor 
parts, winches 

Peru Clocks and watches, pre-plated metals 

Quincy Radios, television receivers 
“Automatic controls, cereal products, 

Rockford electrical equipment, office equipment, 


over door hardware, textile machinery 
parts 


Rock Island Agricultural implements 


Seneca Chemicals 

Skokie Scientific instruments 

Springfield Steam generating equipment, tractors 
and graders 

Sterling Roller skates 

Wilmette Films 

Woodstock Typewriters 


Agricultural machinery, building mate- 
rials, chemicals. construction machin- 
Oth ery musical instruments radios, 
Pi transformers and electronic compo- 
nents, television receivers, toys, wheel 

chairs 
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ILLINOIS 
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EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 





Cities 


Alma 

Alpena 

Battle Creek 
Benton Harbor 
Big Rapids 
Birmingham 
Buchanan 
Coldwater 


Detroit 


Flint 


Grand Rapids 


Greenville 
Hastings 
Holland 
Kalamazoo 


Algoma 
Appleton 
Barton 
Beloit 
Browntown 
Clintonville 
Columbus 
Cudahy 

Eau Claire 
Edgerton 


Fredonia 
Green Bay 


TRADE AGREEMENTS ACT EXTENSION 


East North Central States 


MICHIGAN 


Commodities 


Children's furniture 

Concrete products and machinery 
Metal products 

Record changers 

Saw sharpening equipment 

Coolers 

Vehicles and parts 

Ball and roller bearings, metal prod- 
ucts, plumbers’ brass fixtures 
Agricultural tractors, implements and 
spare parts, animal fats and oils, auto- 
mobiles, parts and accessories, auto 
coaches, auto paints, bearings, brake 
lining, carburetors, chemicals, cook- 
stoves, dental supplies, die-cast pulleys, 
diesel and automotive engines, drugs 
and pharmaceuticals, electrical equip- 
ment, flexible couplings, flour, fluid 
drives, furniture hardware, glass and 
products, ignition parts, industrial ma- 
chinery, marine engines, metal prod- 
ucts, office machines and equipment, 
paints and pigments, paint manufac- 
turing machinery, printing screens, 
pumps, rubber auto carpeting, salt 
products, shaft collars, springs, trucks, 
ventilating apparatus, water filters, 
wheat flour 

Automobiles 

Business machines, diesel engine parts, 
industrial conveyors, industrial ma 
chinery, metal products, office equip- 
ment, sweeping compounds 

Engine bearings, refrigerators 
Automotive parts, inclinable presses 
Machine tools 

Metal-working equipment, paper prod- 
ucts 


Cities 


Lansing 
Ludington 


Manistee 
Marquette 


Mason 

Midland 
Monroe 

Mount Clemens 


Muskegon 


Niles 
Plymouth 
Pontiac 


Port Huron 


Rochester 
Saginaw 

St. Johns 

St. Joseph 
Saranac 
Soult Ste. Marie 
Three Rivers 
Trenton 
Willow Run 
Wolverine 
Wyandotte 
Other 


WISCONSIN 


Hammocks 

Welding equipment 

Fiber conduit 

Diesel engines 

Powdered milk products 

Powdered milk products 

Powdered milk products 

Beverage machinery 

Outboard motors, pressure cookers 
Cable reel trailers, earth boring ma- 
chines 

Concrete mixers 

Furniture, power shovels 


Janesville 
Kenosha 


Kimberly 
Kohler 
La Crosse 


Madison 
Marinette 


Menasha 
Menomonie 


775 


Commodities 


Autos, auto parts and accessories 
Construction machinery, office appli- 
ances, wood products 

Vehicles and parts 

Iron and steel products, mining ma- 
chinery 

Nutritionals 

Chemical products 

Auto parts 

Electric ranges 

Billiard tables, bowling alleys, cranes 
and hoists, laboratory furniture for 
educational institutions, petroleum dis- 
pensing equipment 

Commercial refrigerators, rubber 
products 

Air rifles and toy guns, office equip- 
ment, office machines 

Autos and parts, coaches, trucks 

Auto parts and accessories, brass rod 
and fabricated products, copper pipe 
and plumbing fittings, refrigeration 
tubing, valves 

Paper and paperboard 

Autos and parts, coaches, trucks 
Roller bearings 

Washing machines 

Insecticide sprayers 

Industrial gases and carbide 

Industrial machinery 

Industrial chemicals 


Autos and parts 

Toys 

Industrial chemicals 

Autos and parts, chemicals, diesel en- 
gines and parts, engine and roller bear- 
ings, trucks and coaches 


Fountain pens 

Automatic and hand tools, metal- 
working equipment 

Paper products 

Piumbing equipment 

Air conditioning and refrigerating 
equipment 

Medical and hospital equipment 
Excelsior, fire extinguishing equip- 
ment, refrigerating equipment 

Paper and paper products 

Ink 
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WISCONSIN (continued) 


Cities Commodities Cities Commodities 
Agricultural equipment, auto engines Racine Agricultural machinery, dairy prod- 
and parts, bronze bushing stock, ucts, implements and spares, air con- 
bronze handtools, bronze rod, tubing ditioners and radiators, tractors 
and sheet, bronze welding electrodes, Sheboygan Enamelware, hospital ware, lawn mow- 
centrifugal pumps, construction ma- ers, stainless steel ware 

Milwaukee chinery, crushing plant, electrical in Se. Milwaukee Construction machinery and parts, 


stallations, electronic controls, hard 


: . electric utility equipment 
ware, iron and steel, locks, machinery, —* 


metal products, steam boilers, tanning Wausau Peper products 

machinery and supplies, tractors, tubu- West Bend Aluminum and manufactures 

lar steel scaffolding Agricultural machinery, construction 
Oconomowoc Steel products Other v machinery, dairy products, paper prod- } 
Oregon Grain dritls ucts, road building machinery, wearing 
Oshkosh Engines, motors \ apparel 


MICHIGAN and WISCONSIN 


EXPORTS TO VENEZUELA ORIGINATE } 
IN THE TOWNS AND CITIES SHOWN 
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ast South Central States 


KENTUCKY, TENNESSEE and ALABAMA 
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EXPORTS TO VENEZUELA ORIGINATE 
IN THE TOWNS AND CITIES SHOWN 
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778 TRADE AGREEMENTS ACT EXTENSION 
East South Central States \ 


KENTUCKY 








Cities Commodities Cities Commodities 
Ashland Steel plate and sheets chinery, paints and pigments, parts for 
Bristow Herbs Louisville heat exchange equipment, plumbing 
Covington X-ray apparatus cont'd. fixtures, steel products, welded pipe fit- 
Doe Run Industrial chemicals tings 
Aluminum cigarette foil, bedding ma- : 
Louisville g chines, beverages, cutting machines, Owensboro Farm ditchers 
dry colors, generators, mattress ma- Other Chemicals 
TENNESSEE 
Alcoa Aluminum and manufactures Knoxville Diesel controls, thermostats 
Athens Gas ranges Lewisburg Electric appliances 
Bristol Crude herbs, pharmaceuticals ‘Cereal products, concrete curing com- 
Chattanooga Automobile wreckers, cast iron fittings, pound, confectionery items, cooling 
cotton goods, garage equipment, towers, cotton products, elevators, gas 
power boilers Memphis ranges, home remedies, rubber, service | 
Cleveland Gas and electric ranges station lifts, tire valves, tube patches, 
Frenkiin Gas ranges vulcanizers, waterproofing powder and 
. liquid 
Greeneville Electric machinery Nashville Agricultural implements and spares, 
Jackson Wood manufactures beverages, pencils 
Kingsport Chemical products, plastics, textiles Other Chemicals 
ALABAMA 
| 
| 
Anniston Cast-iron pipe and fittings, metal pipes Cement making machinery and parts, | 
Auburn Pallets Mobile insulation board, lumber and products, | 
. ‘ ~ | 
Bessemer Cast-iron pipe, fire brick and clay paperboard and products, water 
products nore | 
. as a Opelika Cotton textiles 
Birmingham Cast-iron pipe, cotton textiles, <q Tallassee Cotton products | 
and reel mill products, storage tanks Fuccaloese Rubber products 
Haleyville Children’s furniture Other Cotton manufactures, explosives, in- 
Lanett Cotton textiles dustrial chemicals 
MISSISSIPPI 
Columbus Aircraft electrical equipment, auto- 


motive electrical equipment 
Kosciusko Ambulances, bus bodies, funeral cars 
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MINNESOTA, IOWA, MISSOURI, NEBRASKA and KANSAS 
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780 TRADE AGREEMENTS ACT EXTE 


SION 





West North Central States 
MINNESOTA 


Cities Commodities 
Duluth Wheat flour 
Fairmont Engines, turbines, and parts 


Cereals, electric controls for air con- 
ditioning machinery, electric ma- 
chinery, elevators, farm machinery, 
flour, grain and grain products, in- 
dustrial machinery, jacks, laundry 
presses, lawn mowers, mining ma- 
chinery, outboard motors, radios, tele- 
vision and parts, refrigerators, rosin, 
tools, tractor parts and accessories, 
welding equipment 





inneapolis 


Cities Commodities 
Northfield Construction machinery 
Osseo Pumps 

Owatonna Powdered milk products 


Rochester Dairy products 

St. Paul Cutting machines and generators, pa- 
per products, radios, television and 
parts, wheat flour 

Winona Cotton products 

Other Canned meats 


IOWA 


Cedar Rapids Cereals, steam boilers 


Charles City Agricultural machinery, poultry tonic, 
tractors 

Clinton Chemicals 

Council Bluffs Dairy products, eggs 

Davenport Agricultural implements and parts, 
motion picture projectors, wheat flour 

Des Moines Furnace equipment, maps, books, sta- 


tionery, metal products, rubber 


Forest City Dairy products, eggs 


Mount Vernon Fluxes and solders 


Muscatine Beverage equipment, pumps 

Newton Electric appliances 

Oskaloosa Valves 

Red Oak Batteries, carbons, electrodes 

Sioux City Antennas and broadcasting towers, 
concrete pipe, conduit machinery, elec- 
tric generator plants 

Waterloo Auto seat covers, construction ma- 
chinery, tractors, wire-bound boxes 

Other Cereal products, chemicals, frozen 


foods 


MISSOURI 


Fort Madison Fabrics, finishes 
Maquoketa Engines 

Marshalltown Water-treating equipment 
Fulton Fire-brick 


Auto accessories, auto parts, battery 
chargers, compressed gases, engineer 
ing and construction machinery, fur 

Kansas City niture, grain storage installations, 
grinding media, oi! field equipment, 
pectin, vending machines, wheat flour, 
wire rope and slings 


Monchester Wooden cribs 
Mexico Clay and products, refractories 
Moberly Tools 
North Kansas 
City Flour, paints and coatings 
St. Joseph Christmas tree lights 


Advertising material, animal feed, auto 
St. Louis parts, babbitt metal, bottle-washing 
machinery, boys’ and men’s clothing 


brakes, brewing machinery and parts, 
bronze castings, calendars, cereals, 
conveyors, electric cable products, 
electric motors, engineering and con- 
struction equipment, flour, gas ranges, 
glass products, grain storage installa- 
St. Louis tions, houseware, incandescent and 
cont'd. fluorescent lighting fixtures, industrial 
chemicals, ink, lead products, leather 
products mechanical pencils, metal 
containers, metal household and com- 
mercial furniture, metal products, oil 
field equipment, pumps, refractories, 
scientific and professional material, 
shoes, slab zinc, thermostats, tinware, 
transformers, welding equipment 


Vandalia Clay products 











TRADE AGREEMENTS ACT EXTENSION 781 


West North Central States 


NORTH DAKOTA 





Cities Commodities Cities Commodities 
pa- . 
and Fargo Tire repair machinery 
NEBRASKA 
Beatrice Agricultural implements Omaha Meat products 
Grand Island Dried and frozen eggs Ralston Power mowers and parts 
Lincoln Automobile vehicles, motorcycles, mo- 
‘ers, tor scooters 
lec- 
ma- 
; 
zen 
KANSAS 
rts, Arkansas City Beverage equipment Salina Flour 
als, Atchison Moisture testers Topeka Floer 
cts, Dodge City Grain loaders Wichita Aircraft parts, industrial equipment 
independence Dishwashers Other Flour 
s, 
Kansas City Petroleum and products, pumps and 
ind oil field engines 
rial 
her 
tal 
m- 
oil 
ies, 
ial, 
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West South Central States 


TEXAS, OKLAHOMA, ARKANSAS and LOUISIANA 
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TRADE AGREEMENTS ACT EXTENSION 783 


West South Central States 


ARKANSAS 
Cities Commodities Cities 
Batesville Propane truck tanks and equipment Malvern 
El Dorado Lubricating oil 
Little Rock Cameras, films Stuttgart 
LOUISIANA 
Abbeville Rice 
Alexandria Building materials, pine tar New Ortoans 
Baton Rouge Chemical products (cont'd) 
Cement-making machinery and parts, 
New Orleans cloth bags, corn products, cotton tex- Shreveport 
tiles and manufactures, dairy products, Other 
OKLAHOMA 
Alva Flour Ponca City 
Duncan Oil well machinery Sapulpa 
Enid Drilling rigs, equipment and spare Shawnee 
parts, flour Tulsa 
Miami Rubber products 
Oklahoma City Asphalt plants, flour, oi! well drilling 
and fishing tools Yukon 
TEXAS 
Alamo Plumbing fixtures 
Baytown Rubber products 
Beaumont Heat exchangers, oil well equipment, Houston 
petroleum products, rice (cont'd) 
Borger Petroleum products 
Corpus Christi Agricultural machinery 
Dallas Drilling bits, four. industrial ma- a 
chinery, steel products Port Arthur 
Fort Worth Aircraft parts, canned meat, petroleum San Antonio 
products, water treating equipment Sherman 
Freeport Chemical cleaning compounds, indus 
trial chemicals Waco 
Greenville Wheat flour Wichita Falls 
Houston Cement, chemical products, deter Winnsboro 
gents, drilling mud, foodstuffs, glass Other 


Commodities 


Drilling mud 


Pumps 


furnace equipment, hops, industrial 

chemicals, lead products, paper bags, 

petroleum products, plumbing fixtures, 

printers’ ink, silverware, tarpaulins, 
‘ood products 

Glass products 

Petroleum products 


Petroleum products 

Glassware 

Flour 

Chemicals, industrial machinery, oil 
derricks, relief valves, scientific instru- 
ments 

Flour 


roducts, industrial chemicals, indus- 
trial machinery, lead products, oil and 
gas separators, oil field and plant 
equipment, petroleum products, 
plumbing equipment, prefabricated 
buildings, publications, steel bars, wire 
roducts 
Chemical products 
Petroleum products 
Road rollers, spare parts 
Fats and oils (vegetable and animal), 
fiber conduit, flour 
Closures, glass containers 
Flour 
Oil filter equipment 
Chemicals, drugs, plastics, spices 
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Mountain and Pacific States 
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Cities 


Longview 
Oakesdale 
Rosalia 


Seattle 


Astoria 
Forest Grove 
Hood River 
Medford 


Portland 


Henderson 


Carisbad 


Ogden 


TRADE AGREEMENTS ACT EXTENSION 785 


Mountain and Pacific States 


WASHINGTON 


Commodities 


Paper and paper products 

Peas 

Dry peas 

Aluminum manufactures, apples, 
chemicals, construction machinery, 
fats and oils, flour and seed, food, ice 
cream machines and parts, lumber and 
products, paper and paperboard 


Cities Commodities 

Spokane Dried peas, seeds 

Tacoma Chemicals, flour, lumber and timber 
products 

Vancouver Agricultural implements, paper prod- 


ucts, sportswear and foundations 
Walla Walla Flour 
Wenatchee Apples, pears 
Other Fruits 


OREGON 


Cereals, flour 


ber and products, mechanical automo- 


Wood fiber products Portiand bile parking machines, paper and pa- 
Fruit (cowt'd) perboard, paper products, peas, pears, 
Fruit petroleum products, structural steel, 
Apparel, apples, auto storage batteries, tractor parts 
bean elevators, canned food, chemi- Salem Paper products 
cals, construction machinery and parts, Terrebonne Mineral fillers 
foodstuffs, fruit, grain elevators, lum- Other Paper products 

MONTANA 
Crude herbs 

IDAHO 


Seeds 


COLORADO 


Agricultural implements, chemical Golden Laboratory porcelain ware 
products, industrial machinery, iron P r doil 
and steel manufactures, rubber hose, veblo oo 
tires and tubes 
NEVADA 
Chemicals 
NEW MEXICO 
Chemicals 
UTAH 
Flour Salt Lake City Flour 








786 


Cities 


Anaheim 
Berkeley 


Belmont 
Burbank 
Compton 


El Centro 
El Monte 
Emeryville 
Fontana 
Fowler 


Fresno 
Gardena 
Gilroy 
Glendora 
Hawthorne 


Hollydale 
Indio 
Inglewood 
Lompoc 
Long Beach 


Los Angeles 


Los Nietos 
Lynwood 


TRADE AGREEMENTS ACT EXTENSION 


Mountain and Pacific States 


CALIFORNIA 


Commodities 


Farm implements 

Chemicals, deep well turbines, electric 
measuring instruments, liquid storage 
equipment, power woodworking ma- 
chines, water pumps 

Industrial cleaning equipment 

Aircraft and parts, television antennas 
Petro-chemical specialties, pipe per- 
forators 

Seeds 

Detergents, industrial machinery 
Transformers 

Iron and steel products 

Agricultural implements and spares, 
raisins 

Dried fruits 

Food products 

Construction machinery 

Sprinklers for agriculture 

Meat and bone cutters, meat-cutting 
machinery 

Metal fittings 

Fruit 

Aircraft parts 

Mineral fillers 

Metal products 

Aircraft hydraulic equipment, auto 
parts, bathroom accessories, beverages 
brass name plates, canned food prod- 
ucts, carts, cement making machinery 
and parts, chemicals and products, 
combination ranges, sinks and refriger- 
ators, desk-top equipment, electric bat- 
teries, food, heating and air-condition- 
ing equipment, industria! chemicals, 
iron and steel, lathes, malt foods, met- 
al products, motion picture cameras, 
motion picture and communications 
equipment, oil field and plant equip- 
ment, oil well engineering, paints and 
related products, petroleum products, 
pharmaceuticals, phonograph record 
compound, plumbing equipment, 
pumps, shop equipment, soap and toi- 
let preparations, store display equip- 
ment, tire safety seals, truck parts, 
wheel chairs 

Oil tools 

Automotive equipment 


Cities Commodities 
Mecca Dates and date products 
Niles Plants, trees 

Nipomo Chemicals 


North Hollywood Sportswea: and foundations 
Baby foods, business machines, indus- 


Oakiand trial filters and supplies, mining ma- 
chinery, ovens and burners, petroleum 
meters and pumps 

Pacific Grove Canning machinery 

Pasadena Pumps 

Pomona Paper and paper products, pumps 

Redlands Plumbing fixtures 

Richmond Canned fruits and vegetables, chemi- 
cals 

Sacramento Canned food 

San Diego Aircraft parts, ships, steel products 


Auto parts, builder's hardware, canned 
foods, chemicals and products, con- 
struction machinery parts, electric ma- 
chinery, electronic controls, fats and 
oils, fruit, hand tools, iron and steel, 
ladies wear, medical therapy equip- 
ment, metal products, oil burner 
\ sept paints and related prod- 


San Francisco 


ucts, petroleum and products, printers’ 
ink, welding equipment 


San Gabriel! Adding machines and multipliers, of- 
fice appliances 

San Jose Food machinery, food products 

San Leandro Offset disc harrows 

San Martin Canned goods 

Sante Ana Agricultural implements and spares 

Santa Monica Aircraft parts and accessories 

Sausalito Synthetic fibers 


South Pasadena Scientific instruments 

Sunnyvale Canned food, tractors and earth mov- 
ing equipment 

Terminal Island Metal containers 


Torrance Automotive service equipment, drill 
pipe protectors, plumbing fixtures 

Trona Borax, boric acid, soda ash, freon re- 
frigerant, methyl bromide 

Vernon Chemicals 

Westend Chemicals 

Whittier Drilling bits 

Woodland Construction machinery 

Other Canned foods, chemicals, drugs, fruits, 
herbs, plastics, rayon piece goods, 
spices 
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CALIFORNIA 














lus- 
na- 
um 
mi- 
EXPORTS TO VENEZUELA ORIGINATE 

a IN THE TOWNS AND CITIES SHOWN 
mn- 
a- 
nd 
el, 
ip- WOODLAND 
“i @ SACRAMENTO 
rs’ 
of. us ait 

sA 

eR LL 


wel 
sAN FE RELMON 
yyALeye @SAN JOSE 

guUNN @ SAN MARTIN 


ees 






e FRESNO 
PACIFIC GROVE @ FOWLER 









HENDERSON, NEY. 
2s 


@ RONA 
WESTEND®@ 











@NiPpomo 





LOMPOC 
* 





NORTH 
HOLLY iar sawn pasngetnot ens 


é, .2 
“Wo *LMcELEssouTH S HIER yeToS 
CO BYERNONS SAN SEL M 
Mech - HOLLY. efduBRiAS FONTANA 

e @ REDLANDS 
enero @ANAHEIM 

i, @SANTA ANA 

Wy 


"Ep e INDIO 
@MECCA 



















SAN DIEGO 





EL CENTRO 
* 









788 TRADE 





AGREEMENTS ACT EXTENSION 


Unclassified — United States 


(THE FOLLOWING PRODUCTS ARE INCLUDED IN THE RETURNS OF THOSE 
COMPANIES WHICH COULD NOT FURNISH A BREAKDOWN OF 
THEIR SHIPMENT BY TOWN AND CITY OF ORIGIN) 


Advertising novelties 
Aerosol bombs 
Agricultural implements 
Air rifles 

Aluminum and manufactures 
Anesthesia gases 
Antibiotics 
Automobiles and parts 
Automotive coaches 
Ball bearings 
Beverages 

Biologicals 

Books 

Bottling equipment 
Brassieres 

Building materials 
Butter 

Cameras 

Canned foods 

Carbide 

Carpets 

Ceramic supplies 
Cereals 

Check signers 
Chemicals 

Cigarette cases 
Cleaning cloths 
Combines 

Compacts 

Cosmetics 

Coon 

Cotton textiles 

Cotton wicking 
Cutting machines 
Dairy products 

Diesel engines 

Drugs 

Dyes 

Eggs 

Electric appliances 
Electrical equipment and supplies 
Electrical machinery 
Electronic machinery 
Enamelware 

Engine bearings 

Farm and garden tools 


Farm machinery 

Fats and oils 

Felt 

Film 

Flavors 

Food machinery 

Frozen fish 

Frozen foods 

Fruit 

Furniture 

Generators 

Glass products 

Glucose 

Grain and products 
Grain drills 

Grain testing equipment 
Hardware 

Herbs 

Hosiery 

Insecticides 

Laboratory apparatus 
Lamps and lighting equipment 
Leather 

Lithographic work 
Lumber and products 
Magazines 

Manicure specialties 
Marine and camping equipment 
Metal products 

Mining machinery 
Moisture testers 

Mops 

Movie cameras and projectors 
News features and comics 
Nutritionals 

Nylon fabrics 

Office appliances 

Office supplies 

Oil field equipment 
Onions 

Paper and paper products 
Pens 

Perforators 

Petroleum products 
Pharmaceuticals 


Pipe 


Plastics 

Plumbing goods 
Potatoes 

Powdered milk 

Power plant equipment 
Print screens 

Pumps 

Rayon textiles 

Rayon yarns 
Refractories 
Reproduction equipment 
Road-building machinery 
Roller bearings 
Roofing 

Rosin 

Rubber products 

Rugs 

Scales 

Scientific equipment 
Seat covers 

Shaving materials and instruments 
Shoe machinery and findings 
Solder 

Soap 

Soft drink components 
Spices 

Sporting goods 
Sportswear 

Stainless stee| ware 
Stationery 

Storage batteries 
Surgical instruments 
Tape recorders 
Telephone wire 

Textile machinery 

Tire vulcanizers 

Toilet goods 

Toys 

Tractors and parts 
Tricycles 

Trucks 

Welders 

Welding equipment 
Wire and cable 
Writing instruments 
Zinc (slab) 


¢ 
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Senator Frear. I would like to have the record state that the chair- 
man of the committee and other members of the committee have been 
absent this morning because of an important conference on the recently 
passed extension of the excise tax bill. 

The committee will stand in recess until tomorrow at 10 o’clock. 

ePa you, gentlemen, for being patient, and I should not forget 
the ladies. 


(By direction of the chairman, the following is made a part of the 
record :) 


CHAMBER OF COMMERCE, 
Cedar Rapids, Iowa, June 17, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR: Your committee now has before it a bill to extend the Recipro- 
cal Trade Agreements Act. This bill is designated as H. R. 12591. 

In connection with this bill, we are taking the liberty of enclosing a copy of 
our letter dated March 5, 1958, addressed to the Honorable Wilbur D. Mills, rela- 
tive to this bill. We are also enclosing copies of a resolution adopted by the 
foreign trade bureau of the Cedar Rapids, Iowa, Chamber of Commerce, the 
resident membership roster of the foreign trade bureau, and a brochure entitled 
“Foreign Trade and Cedar Rapids, Iowa.” 

Our position has not changed since the above letter was directed to Con- 
gressman Mills. We are still of the opinion that favorable passage of H. R. 
12591 without crippling amendments will be in the best interests of our national 
economy. 

We urge the favorable passage of this bill by your committee. 

Respectfully yours, 

T. A. PARKS, 
Chairman, Foreign Trade Bureau. 

CHAMBER OF COMMERCE, 
Cedar Rapids, Iowa, March 5, 1958. 

Hon. WIiLsBur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives. 


Mr. CHAIRMAN: The Cedar Rapids Chamber of Commerce, representing 49 
firms and industries directly or indirectly engaged in foreign trade, strongly 
feels that it would be detrimental to the Nation, and to Cedar Rapids, should 
Congress fail to extend the Reciprocal Trade Agreements Act of 1934. 

Working within the framework of this act, the United States has increased 
its markets abroad, through reciprocally lowering tariff and trade barriers and 
liberalizing trade regulations, and occupying millions of our labor force. 

Congress must recognize that it is to the vital interest of the American 
people that restraints on the free flow of international trade be kept to a 
minimum and protective measures be regarded as exceptions to be individually 
dealt with as provided by this law. Nations and peoples buying from the 
United States must also sell to the United States, necessarily demanding a mu- 
tually beneficial two-way international trade. World trade is a necessary factor 
for world stability and peace, and United States leadership in the field of eco- 
nomic foreign policy must be maintained for the sake of the free world, lest we 
(rive our free nations to turn to Russia as a customer and supplier. This places 
in the hands of communism the potential to govern the involved nations eco- 
nomic well-being by either becoming their chief market, orientating their 
economy toward the communistic bloc, or refusing to offer this market, prefer- 
ring to encourage economic collapse and consequently paving the way for dis- 
satisfaction, infiltration, and eventual political domination. 

The United States foreign economic policy should be designed to facilitate the 
sound growth and development of commerce with other friendly countries, to 
expand their productive capacity, to increase their ability to earn foreign ex- 
change and to repay loans, lessening their need for direct United States Govern- 
ment financial aid. Simultaneously we must further increase our volume of 
exports and imports, which surpassed $30 billion annually in 1956, to preserve 
this important economic keystone of our peace, prosperity, and welfare. This 
difficult dual-purpose program cannot be properly directed without well-defined 
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legislation, a function which has been beneficially served in a proven manner 
by the Reciprocal Trade Agreements Act. 

It must be further recognized that the growth of the European Common Mar- 
ket will present the United States with a solid front with whom we must be 
prepared to intelligently and constructively bargain over a long-term period. 
This Economic Community will necessarily diminish the bargaining position of 
the United States, creating a need which must be met under competent guidance 
of a firm long-range policy, as dictated by the Reciprocal Trade Agreements 
Act. Failure to clearly indicate our position and abilities to enter long-term 
agreements with such an economic front can bring undesirable reciprocal effects 
unparalleled in United States history, potentially creating a third international 
bloc closed to our volume commerce. 

A view that the Reciprocal Trade Agreements Act has not been beneficial 
ignores the facts. The remarkable increase in trade from $3.8 billion in 1934 
to $32.5 billion in 1957 has created substantial benefits, not the least of which 
is the 4.5 million workers who derive their jobs directly from foreign trade. In 
Cedar Rapids, exporting 25 to 35 million dollars in goods each year, foreign 
trade creates a job for 1 out of every 10 people engaged in industry. In many 
areas of the United States, Cedar Rapids included, any significant slackening 
of this foreign trade would be multiplied in scope by its adverse effect on those 
serving the direct recipients of income from foreign trade. The extent of this 
is impossible to measure, but the level of prosperity existent in these areas under 
present conditions gives loud voice to the success of reciprocal trade. Discon- 
tinuance of the act means destroying our established rules in American foreign 
trade, rules which establish essential protection procedures as well as benefit 
that large segment of our economy desirably affected by the expansion of foreign 
trade. 

As it is with the Nation, so it is with Cedar Rapids, Iowa, whose workers and 
families realize that foreign trade has helped to give them their high effective 
buying power of $5,334 annually, after taxes. Cedar Rapids is generally be- 
lieved to be the largest per capita tonnage exporting city in the United States 
and, recognizing the paramount importance to the Nation and the world of a 
continuance of the reciprocal trade program, expresses serious concern with a 
move to turn the clock back to a tariff program that would restrict trade and 
undermine our economic and political position in world trade 

We solicit the Congress of the United States to authorize a 10-year renewal of 
the reciprocal trade agreements program beyond June 30, 1958, and to endorse 
constructive changes in its operating provisions in the direction of trade 
liberalization. 

T. A. PARKS, 
Chairman, Foreign Trade Bureau. 


SUMMARY RESOLUTION 


Whereas the heart of our foreign trade policy, the Reciprocal Trade Agree- 
ments Act, inaugurated in 1934, has been successful in promoting international 
trade throughout the world, and resulted in record levels of United States ex- 
ports and imports as well as progress and prosperity in friendly foreign nations 
through a greatly expanded worldwide exchange of goods, and 

Whereas working within the framework of the reciprocal trade agreements 
program, the United States has increased its markets abroad by reciprocally 
lowering tariff and trade barriers and liberalizing trade regulations, and 

Whereas it is to the vital interest of the American people that restraints in 
free flow of international trade be kept to a minimum and protective measures 
be regarded as exceptions, and 

Whereas world trade is a necessary factor for world stability and peace and 
United States leadership in the field of economic foreign policy must be main- 
tained for the sake of the entire free world, and 

Whereas it is recognized that nations and peoples buying from the United 
States must also sell to the United States and this necessarily makes for mu- 
tually beneficial two-way international trade, and 

Whereas the United States foreign economic policy is to facilitate the sound 
growth and development of commerce with other friendly countries, to expand 
their productive capacity, to increase their ability to earn foreign exchange and 
to repay loans, and to lessen their need for direct United States Government 
financial aid, and 
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Whereas the total United States volume of exports and imports surpassed 
$30 billion annually in 1956 and is a keystone to our own peace, prosperity, and 
the welfare of our citizens, and 

Whereas Cedar Rapids, Iowa is an important trading area where $25 million 
in manufactured goods and agricultural products is exported annually and 10 
percent of the labor force either directly or indirectly earn their livelihood by 
foreign trade, and which city is generally believed to be the largest export city 
in the United States on a per capita basis, and 

Whereas it is of the utmost importance that the gains made in world trade 
under the reciprocal trade agreements program be consolidated and expanded, 
and 

Whereas to assure continuance of this beneficial and productive program it 
is necessary to rally all citizens to join in an effort to preserve this law when 
it comes up for renewal next year in Congress, and 

Whereas Cedar Rapids, recognizing the paramount importance to the Nation 
and the world of a continuance of the reciprocal trade program, expresses 
serious concern with the move to turn the clock back to a tariff program that 
would restrict trade, and undermine our economic and political situation in 
world trade: Be it therefore 

Resolved, That the Foreign Trade Bureau of Cedar Rapids, an organization 
dedicated to world trade and understanding, hereby requests Congress to au- 
thorize a 10-year renewal of the reciprocal trade agreement program beyond 
June 30, 1958, and endorses constructive changes in its operating provisions 
in the direction of trade liberalization. 

Tom PARKS, 
Chairman, Foreign Trade Bureau, Cedar Rapids Chamber of Commerce. 
Approved by the board of directors, Cedar Rapids Chamber of Commerce. 
Lou P. Boupreaux, President. 


JANUARY 17, 1958. 
FOREIGN TRADE AND CEDAR Rapips, Iowa 
Prepared by Foreign Trade Bureau, Chamber of Commerce, Cedar Springs, Iowa 


The United States is the world’s greatest trading nation. No other nation on 
earth comes close to having the dollars and cents stake in foreign trade that this 
Nation has. The foreign trade of the United States is an integral part of the 
economic life of the Nation. 

As it is with the Nation, so it is with Cedar Rapids, Iowa. Lying in the 
heart of what was once the Nation’s isolationist belt, Cedar Rapids is vitally 
aware of the increasing importance of foreign trade to its own economic welfare. 
Its workers and their families realize that foreign trade has helped to give them 
their high effective buying power of $5,334 annually, after taxes. 

A recent national survey estimated that 7 percent of the total labor force in 
the Nation depended directly upon foreign trade for a livelihood. In Cedar 
Rapids 1 out of every 10 persons gainfully employed, or 10 percent of our labor 
force, either directly or indirectly earn their livelihood by foreign trade. It is 
generally believed that on a per capita tonnage basis, Cedar Rapids is the 
largest export city in the United States. 

Cedar Rapids products are sold in most all countries of the world exclusive 
of the Iron Curtain ones. As the British Empire of old, the sun never sets on 
products manufactured or processed in Cedar Rapids. Export managers from 
Cedar Rapids industries periodically are in Africa, South America, Central 
America, Europe, Asia, Australia, and the various islands on business. 

Cedar Rapids is internationally known as one of the world’s largest producers 
of highway and airport construction machinery. It has the largest cereal plant 
in the world, Quaker Oats Co., and one of the largest electronic companies, Col- 
lins Radio Co. 

Daily the assembly-line men in Cedar Rapids see their machines—rock crush- 
ers, power cranes, radio transmitters—with tickets on them indicating they are 
destined to Ceylon, Pakistan, Venezuela, Cuba, and the Belgian Congo. 

Even the farmers in the Cedar Rapids area are realizing that a share of their 
present income is derived from the exportation of such local agricultural prod- 
ucts as corn, cornmeal, popcorn, oat flour, cereals, prepared feeds, meat products, 
and lard from Cedar Rapids. 
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Manufactured products from Cedar Rapids destined to all parts of the world 


include such items as: 


Mechanic hand tools 
Navigation equipment 
Sensitized photographic paper 
Television boosters 

Fertilizers 

Tractors 

Air conditioners 
Pharmaceuticals 

Precast concrete joints 
Grain-milling machinery 
Pressure embalmers 
Passenger elevators 

Radio transmitters and receivers 
Machine chassis parts 
Earth-moving machinery 


Refrigerators 
Limestone spreaders 
Power cranes 

Drag lines 

Piston grinders 

Meat tenderizers 
Plumbing goods 
Asphalt plants 
Trampolines 
Gymnastic equipment 
Creamery machinery 
Belt conveyors 

Spark plug insulators 
Seeders 
Rock-crusher plants 


Latest information indicates that 49 Cedar Rapids firms, listed below, are 
engaged either directly or indirectly in foreign trade: 


Acme Greeting Card Co. 

Acme Oil Burner 

Allis Chalmers Manufacturing Co. 
Amana Refrigeration, Inc. 
Barnard & Leas Manufacturing Co. 
Bruchner Machine Co. 

Cargiil, Inc. 

Cedar Rapids Block Co. 

Cedar Rapids Engineering Co. 
Cedar Rapids Tool & Die, Inc. 
Cherry Burrell Corp. 

Collins Radio Co. 

Corn King Co., Inc. 

Dearborn Brass Co. 

Divine Engineering Co. 


Electric Specialty Manufacturing Co. 


Gordon Fennell Co. 

Hawkeye Rubber Manufacturing Co. 
Henderson Manufacturing Co. 
Highway Equipment Co., Ine. 
Inteiectron, Inc. 

Iowa Manufacturing Co. 

Johnson Gas Appliance Co. 

Kilborn Photo Co. 

Lattner, P. M. Manufacturing Co. 


Lefebure Corp. 

Link Belt Speeder Corp. 
Machine Products Co. 
Maney, Paul, Laboratories, Inc. 
Metal Crafters 

Midland Industries 
Midwest Specialty Co. 
National Oats Co. 

Nissen Trampoline Co. 

Pal Engineering Co., Ltd. 
Penick & Ford Ltd., Ine. 
Pickwick Co. 

Quaker Oats Co. 

Rapids Equipment Co. 
Scott, Norman, Co. 

Seal Tight Corp. 

Steel Products Co. 

Thomas Manufacturing Co. 
Transport Trailers, Inc. 
Tucker Manufacturing Co. 
Turner Co., The 

Universal Engineering Corp. 
Vigortone Products, Inc. 
Wilimaec Instrument Co. 
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id These firms export approximately $25 million annually in manufactured and 
processed goods to all parts of the world. 


Last year the chamber of commerce validated certificates of origin to 109 


foreign countries: 


Aden Iran 

Alaska Italian East Africa 
Algeria Iraq 

Angola Jamaica 

Argentina Japan 

Australia Kenya 

Austria Kuwait 


Bahama Islands 
Bahrein Islands 
Belgian Congo 


British Honduras 
British Malaya 


Hongkong 


L.ibrador 
Liberia 
Lebanon 


Belgium Martinique 
Bermuda Mexico 
Bolivia M>roeco 

e Brazil Mozambique 
British Guiana Netherlands 


Netherlands New Guinea 
Netherlands Indies 


United Kingdom 


Burma New Zealand 
Canada Northern Rhodesia 
Cape Verde Islands Norway 
Ceylon New Caledonia 
Chile Nicaragua 
Colombia Newfoundland 
Costa Rica Pakistan 
Cuba -anama 
Curaco *anama Canal Zone 
Cyprus Paraguay 
Denmark Peru 
Dominical Republic Philippine Islands 
E ‘uador Portugal 
| Hire Puerto Rico 
Egypt Rhodesia 
| Ethiopia Ruanda-Urundi 
Fiji Islands Salvador 
Finland Sao Tome 
Formosa Saudi Arabia 
France Scotland 
French Equatorial Africa Siam 
French Indo China Spain 
French West Africa Surinam 
Germany Sweden 
Greece Switzerland 
Greenland Syria 
Guam Tangier 
Guatemala Thailand 
Haiti Trinidad 
Hawaii Tunisia 
Holland Turkey 
Honduras Union of South Africa 
| 
| 
j 
| 


Iceland Uruguay 

India Venezuela 

Indonesia Virgin Islands (United States) 
Israel Yugoslavia 


The importance of foreign trade to Cedar Rapids is emphasized by the posi- 
tive steps taken by its civil and business leaders to encourage and develop over- 
seas trade. In 1947 they organized and set up a foreign trade bureau within 
the framework of the chamber of commerce. This bureau is unique in Iowa in 


that it is the only one of its kind. 


It assists Cedar Rapids firms with their 


export problems, sponsors monthly foreign trade dinner meetings, validates 
certificates of origin and promotes better understanding of the importance of 
foreign trade in our national and local economic life. 


27629—58—pt. 1 











794 TRADE AGREEMENTS ACT EXTENSION 


RESIDENT MEMBERS, FOREIGN TRADE BUREAU OF THE CEDAR RAPIDS CHAMBER OF 
COM MERCE 


INDUSTRIAL 


Allis Chalmers Manufacturing, 2920 First Avenue NE.: John Eggert, Clifford 
Parmatier 

Amana Refrigeration Co., Amana, lowa: Walter Wendler 

Barnard & Leas Manufacturing Co., 1234 12th Street SW.: George Smith 

Cargill, Inc., 1010 10th Avenue SW.: N. D. Bendickson 

Cedar Rapids Engineering, 902 17th Street NE.: Duane Plattner, George Irwin 

Cherry Burrell Corp., 2400 6th Street SW.: V. V. Bartlett 

Collins Radio Co., 855 35th Street NE.: T. A. Parks, R. R. Schenken 

Divine Engineering Co., Highway 218 SW.: Howard E. Divine 

Gordon Fennell Co., 444 Dows Building: Gordon Fennell, John Baker, Albert 
N. Brouwer 

Highway Equipment Co., 616 D Avenue NW.: Cliff Jordon 

Iowa Manufacturing Co., 916 16th Street NE.: Frank D’Aquila, Leo Thomsen, 
William Rankin, Robert E. Wood 

Kilborn Photo Paper Co., 2911 First Avenue SE.: Cliff Jordon, Ralph Atherton 

P. M. Lattner M :nufacturing Co., 1411 Ninth Street SW.: B. P. Lattner 

Lefebure Corp. : 716 Oakland Road NE.: Robert Bradley 

Link Beit Speeaer Corp., 1201 Sixth Street SW.: Edward Preston, H. R. 
Langridge 

Paul Maney Laboratories, 400 First Street SE.: Mrs. Paul Maney, William 
Sedlak 

National Oats Co., 1551 H Avenue NE.: Gordon Simons 

Nissen Trampoline Co., 215 A Avenue NW.: George Nissen, Robert Bevenour, 
Kurt Baechler 

Penick & Ford, Ltd., First Street and 10th Avenue SW.: John Murray, Oga 
Anderson 

Quaker Oats Co., 400 Second Street NE.: William A. Vaughn, Floyd Thompson 

Transport Trailers, 1234 12th Street SW. : George Smith 

Universal Engineering, 625 C Avenue NW.: V. E. Hansen, Dan Peters 


TRANSPORTATION 


Chicago & Northwestern R. R., 326 lst Avenue NE.: C. P. Johnson 

Canadian National R. R., 803 American Building: E. J. Lee 

Cedar Rapids-Iowa City R. R., Security Building : Glen Norton 

Illinois Central R. R., 129 Fifth Avenue SE.: John Oliver, Jack Gorman, Blanche 
Swatosh 

Railway Express Agency, Union Depot : Mell O’Donnell 

Rock Island Lines, 201 Fifth Avenue SE.: Walter Okerlund 

Union Freightways, 1900 16th Avenue SW.: Robert Gilliatt 

Waterloo Railroad, 840 10th Street NE.: Robert Blinn 

Western Transportation Co., 2100 16th Avenue SW.: Herman Helms, Thelma 
Boegel 

CIVIC AND BUSINESS 


Cedar Rapids School System : Miss Lydia Hrubish 

Coe College, 1220 First Avenue NE.: Dr. R. C. Spencer 

Chamber of Commerce: Robert Caldwell, Harold Ewoldt, Richard Petska, Don- 
ald Myers, Fred C. Jones 

O’Dea Finance Co., 613 Third Avenue SE.: C. F. Kriz 


THE MARITIME ASSOCIATION OF THE PorT OF NEW YORK, 
New York, N. Y., June 23, 1958. 


Re Trade Agreements Extension Act of 1958 (H. R. 12591). 


Hon. Harry FLoop Byrp, 
Chairman, Committee on Finance, United States Senate, Washington, D. C. 
Dear Senator Byrv: The Maritime Association of the Port of New York 
respectfully urges the Senate Committee on Finance to give favorable consid- 
eration to the above-captioned measure, which would continue the authority of 
the President to enter into trade agreements until June 30, 1963. The interest 
of our association in this measure is set forth herein. We respectfully request 
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that this communication be recorded as a part of your committee’s proceedings 
in this connection. 

Our organization is a membership trade association organized in 1873, com- 
prised of approximately 1,500 individuals representing firms engaged in the 
maritime industry at the port of New York. The firms represented consist of 
shipowners and agents, freight forwarders, marine insurance organizations, 
shipbuilding and repairing concerns, stevedoring companies, towing and trans- 
portation organizations, and every other type of service required in order to 
facilitate the movement of waterborne cargoes. In serving the various firms 
which are represented in our organization, it would be fair to state that we 
indirectly represent perhaps 90 percent of all persons at the port of New York 
who are occupied and gainfully employed in processing the transfer of water- 
borne commerce at New York. Thus our entire constituency is vitally interested 
in the future of the Nation’s trade program, and we respectfully submit that 
the failure on the part of your honorable committee to recommend the exten- 
sion of the Trade Agreements Act, or on the part of Congress as a whole to 
continue the President’s authorization to enter into trade agreements would 
have a direct harmful impact upon a very great multitude of gainfully employed 
citizens. It may be stated that there are approximately 1 million people in 
the New York port area who are directly engaged in, and whose livelihood 
depends upon the employment and functions which result directly from port 
activities, and from the extension of encouraged free trade. 

It has been estimated that 1 out of every 4 persons in the New York port 
area are directly or indirectly affected by New York port activities. Without 
the extension of the pending Trade Agreements Extension Act, it is self-evident 
that the amount of economic harm that could result to this segment of the 
Nation’s populace would be monumental. 

For your information, Our industry, i. e., the maritime industry, is at the 
present time experiencing a recessional period at least comparable to that of 
other industries in the Nation. Frequent articles have appeared in the public 
press concerning a worldwide shipping slump. Our Nation and nations of the 
world friendly to us, constituting the vast bulk of the world’s mechant marine, 
are in the daily process of laying up commercial vessels, while the declared 
Soviet offensive moves forward. 

We sincerely believe that the failure to endorse friendly trade principles would 
be a source of great encouragement to the Soviet trade offensive, and that it 
would be a source of great discouragement to the nations of the world friendly 
toward us, who depend in large measure on trade with us for their economic 
survival. 

There is also a national defense aspect which should not be overlooked, inas- 
much as it has long been agreed that the merchant marine constitutes an 
important arm of our defense. Without an encouraged foreign-trade program, 
the American merchant marine and the merchant marine of friendly nations 
will be forced to recede and to disintegrate in substantial measure. 

We respectfully submit that selfish isolation principles should not be per- 
mitted to prevail at this time when the overall national interests so clearly tip 
the scales of justice in the direction which dictates the favorable consideration 
of this important measure. 

Respectfully submitted. 

WritiIAM F. GIESSEN, 
General Manager and Counsel. 


THE NATIONAL ASSOCIATION OF STEVEDORES, 
New York, N. Y., June 23, 1958. 
Re Trade Agreements Extension Act of 1958, H. R. 12591. 
Hon. Harry FLoop Byrp, 
Chairman, Senate Committee on Finance, 
Washington, D.C. 

Dear Mr. CHAIRMAN: The National Association of Stevedores respectfully 
urges that the Senate Finance Committee give favorable consideration to the 
above-captioned measure, which wou'd continue the authority of the President 
to enter into trade agreements until June 30, 1963. The interest of our organ- 
ization and the reason for our position in this regard is submitted herewith. 
We respectfully request that this communication be made a part of the record 
of the committee’s proceedings. 
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The National Association of Stevedores is a trade organization comprised of 
over 100 member firms engaged in the business of stevedoring throughout the 
United States. Member firms of our organization fall into various categories, 
i. e., they are either independent contractors, subsidiary organizations of ship- 
ping companies or in some instances direct steamship companies. It is important 
to understand tht in all instances our constituents are engaged in the executive 
function of loading and discharging approximately 15,000 vessels plying the 
world sea routes and serving the interests of the Nation’s waterborne commerce 
throughout the various ports of call in the United States. It is estimated that 
between one hundred and fifty and one hundred and seventy-five thousand men, 
known as longshoremen, are gainfully employed by these stevedoring concerns 
in order to process the cargo handling of the vessels arriving and departing in 
this country. This multitude of men are gainfully employed and earn a total 
annual wage of approximately $750 million. 

Inasmuch as the function of this industry is, as stated above, loading and 
discharging vessels, it is obvious that any diminution in the quantum of foreign 
trade, whether import or export, will have a direct harmful economic impact 
on all engaged in this industry. The failure on the part of Congress to extend 
the reciprocal trade program would lead to large unemployment and financial 
difficulty in our industry. 

Prescinding from our personal interests, we urge you to consider two facets 
of this question which we believe would seem to clearly impel your honorable 
committee to report favorably on this measu _e at the earliest possible moment. 
These considerations are as follows: 

It has long been recognized that the merchant marine of any nation and 
the integrated services required to handle waterborne cargoes constitute an 
important segment of national defense. Any action or omission by Congress 
calculated to permit the disintegration of these se’ vices at a time when we 
are struggling with the problem of assuring survival of the American way of 
life, would appear to be drastically opposed to the overall welfare of the Na- 
tion. We submit that the abandonment of free trade principles at this his- 
toric time must be calculated to bring about such a harmful result. 

In conclusion, and again divorced from any partisan interest, we respectfully 
submit, the failure to extend the reciprocal trade program, at this time, would 
be a source of the greatest encouragement to the openly declared Soviet trade 
offensive. We sincerely believe that it must be evident that trade constitutes 
a most essential part of the basic concept of foreign aid. We believe that the 
honor, dignity, and respect of nations friendly toward us is largely dependent 
on their ability to earn their way in the world rather than to he the mere sub- 
jects of outright charitv. Trade is»lstion by the Unite’ States and the con- 
tinuation of mere aid will, we submit, only humiliate those friendly toward 
us and eventually alienate friendships we enjoy and must so heavily count 
upon in the cold war of survival. 

Respectfully submitted. 

WILLIAM F. GIESEN, 


Executive Director. 





STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN MERCHANT MARINE 
INSTITUTE, INC. 


The American Merchant Marine Institute is a trade association of steamship 
owners and operators representing some 50 United States-flag companies which 
constitute a majority of the entire American merchant marine. Our members 
operate tankers, freighters, and passenger ships on all coasts of the United 
States, into and out of virtually every major world port. Some also engage in 
our domestic deep-sea trades. 

It is a privilege, for which we are grateful, to express our vigorous support 
for the extension of the reciprocal trade agreements program. Our views on 
this subject are, of course, in large part similar to others from whom you have 
heard representing particular commodities or the service industries. 

One vital difference, however. Foreign trade is overwhelmingly our doily 
diet and for many of our companies, their only diet. American-flag ships, un- 
like those of most nations, are by tradition, economics, or statute, unique in that 
they virtually consistently serve only American trades. Increased traffic on 
sealanes which ‘oes not touch our shore does not enter the holds of American 
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ships. For this reason, virtually all of our major companies have created trade 
development departments. Their endeavor is to apprise shippers of both export 
and import opportunities presently unknown to them or unexploited by them. 
Steamship management personnel overseas as well as those at home are dedi- 
cated to this task. While the motives in so doing are clearly aimed at the 
improvement of the individual company’s economic welfare, we have in the 
process become partners of other segments of our economy in factory, farm, 
and mine, participating directly or indirectly in foreign trade. For these rea- 
sons, we have necessarily come to be students of the issues now before this 
committee. 

One additional point related to the foregoing which is of particular signifi- 
eance to the maritime industry. Developing new markets or maintaining 
established ones is far from a simple process. Many considerations are in- 
volved, not the least of which is the creation of reasonably stable trading con- 
ditions. Stability in meaningful proportions is seriously handicapped if our 
fundamental tariff policy is in serious question. One of the severest blows that 
could be struck at the American merchant marine’s vessel modernization pro- 
gram (at present, in excess of $3 billion worth of new vessel construction is in 
view) would result from the rejection by Congress of the extension of the re- 
ciprocal trade agreements program. This surely would be interpreted by our 
customers and suppliers overseas as the end of an era of international trading 
cooperation. It would lead ultimately to entirely new patterns of international 
trade, the effect of which could be disastrous to our fleet and our national 
maritime policy. 

Further, so that you may judge the experience with which we speak, it 
should be emphasized that no other American industry, to our knowledge, deals 
so consistently in a truly international market, meeting on every voyage, foreign 
competition of the most serious nature. 

This perhaps requires some explanation. If an American industry (or indi- 
vidual producer) found that 15 or perhaps 25 percent of its domestic market 
was being satisfied from sources abroad, it would surely consider itself facing 
severe competition. The American maritime industry, however, now finds that 
not 25 percent, not 50 percent, bat almost 80 percent of American demand for 
foreign trading shipping service is satisfied through the use of foreign bottoms. 
We know what foreign competition means. 

The timeliness of the proposal for extending the reciprocal Trade Agreements 
Act manifests itself at once. Daily the press informs us of the tremendous 
eoncern in and out of the Congress with the growing army of unemployed. 
This has recently reached over 5.1 million—a record level since 1941. At the 
same time we are informed that 4.5 million jobs are created by our foreign 
trading activity. While some issue has been generated by the use of the word 
“created,” we certainly feel that there is no question that at least 4.5 million 
Americans earn their livelihood because of our world trading activity. Actu- 
ally, in our opinion, this latter figure is conservative. Our own experience in 
evaluating direct and indirect employment generated by the American merchant 
marine (in excess of a quarter of a million) leads us to conclude that this type 
of analysis is not subject to precise statistical determination, and estimates 
thereof reasonably prepared tend to be conservative. 

The significance of our export trade to this country’s total economy is per- 
haps more accurately, if less dramatically, revealed in the attached table. It 
depicts the significant portion of our total production of movable goods which 
enters into the export market, presently almost 10 percent. We would call your 
attention particularly to the last column and the relation, though not neces- 
sarily causal, between the peaks of our production prosperity and the changing 
level of exported portions of total production through the years past. 

It is important to remember that part of our economic activity and employ- 
ment in world trade is created under Government-generated programs of eco- 
nomic and military assistance and surplus disposal. I feel quite certain that 
every member of this committee is hopeful that these noncommercial activities 
will diminish over the years and ultimately totally disappear. With this dimi- 
nuticn or disappearance will go the livelihood of some of these 4.5 million 
persons, unless in place of the vacuum thus created there is developed normal 
commercial trade of equal or greater volume. It is, therefore, particularly 
at this moment of recession, especially necessary that we seek not only to main- 
tain our present level of private export trade but actually augment that activ- 
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ity. No instrumentality of lesser total economic cost is available to us for this 
purpose than the reciprocal trade program. 

It is apparent that organized labor recognizes this fact, as can be evidenced 
by the unanimous backing given the pending legislation by the AFL-CIO at its 
recent convention. 

There are, however, many who would hope that our export volume can be 
maintained or even increased without maintaining our doors open to the goods 
of foreign nations through reciprocal trade. They urge that we forget the les- 
sons of our past and move back a quarter century in time, before we learned, 
much to our sorrow, that a rigid and inflexible trade policy with a minimum 
of world trade was disastrous to American interests including the American 
maritime industry. 

As proponents of the program, we are mindful that since its birth in 1933, 
the prime motivation for the program has had differing emphasis as the years 
moved on. Originally, purely dedicated to creating more trade in the midst of 
severe economic depression, it became closer allied, in the early postwar period, 
to overcoming the stifling effect of dollar shortages overseas. These shortages 
dictated that foreign nations reduce their spending for our merchandise. 
Clearly, in addition to foreign-aid considerations, the soundest and most direct 
way we could overcome the frustrated demands for our goods abroad was to 
purchase more from overseas. 

Today, the reciprocal trade program, while still deeply rooted in many re- 
spects in what motivated its earlier support, has again shifted emphasis. The 
survival of western culture and traditions make it more necessary than ever 
to coordinate our trade policy and practices with our friends and allies abroad, 
both real and potential. This has been clearly recognized by the nations con- 
stituting the European Common Market. 

We firmly believe that, sputniks notwithstanding, our Nation’s stature as well 
as the cornerstone of world peace and democratic unity, are menaced today by 
the potential of Russia’s new economic policies. Khrushchev publicly called 
it “a war on the United States in the peaceful field of trade.” We dare not, 
by jettisoning the reciprocal trade program, announce to the free world thet we 
dismiss that threat bv lesving the arena of commercial international exchange. 

Since the close of World War II, ours has been a bipartisan, consistent and 
not inexpensive policy of creating closer economic ties with freedom-loving 
peoples overseas so that they could turn their backs on international com- 
munism. Frankly, we know of no basis on which you can soundly reverse that 
philosophy. Yet, a failure to extend the reciprocal trade program, which is now 
an intimate and necessary part of that policy, would be just such a reversal. 

While we are ever mindful of the American maritime industry’s stake in 
the extension of the reciprocal trade program, we appreciate that an expanded 
import volume may require local adjustments in communities and industries 
meeting foreign competition. Our import volume last year of $13 billion was 
some $6 billion below our exports. But of that $13 billion import volume, 
virtually $11 billion was in goods totally noncompetitive with United States 
production, while $2 billion was in materials in mild or severe competition with 
United States products. We feel that reasonable safeguards against the afore- 
mentioned potential injuries are contained in the proposal before you. More- 
over, we are certain that if additional safeguards are reasonably required, they 
will be provided. 

Most of all, however, we cannot overemphasize that the greatest protection 
against. such injury is the built-in self-adjustment which takes place in an overall 
expanding economy through increasing domestic purchasing power. The poten- 
tial loss of domestic purchasing power which would be created by the failure 
to produce for a substantial export market offers us no solution. If you limit, 
by rejecting reciprocal trade, the expendable element of the domestic economy 
our world commerce affords, you may require fewer, minor “local” adjustments 
to foreign competition. By the same token, you will require more, major and 
nationwide adjustments to the disastrous effects of a declining export market. 
To be forced to attempt the latter under any circumstances could be dangerous. 
In the face of today’s economic situation it may well prove catastrophic. 
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United States production of movable goods and the proportion exported 
[Value in billions of dollars] 
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Source: U. 8. Department of Commerce, Exports in Relation to United States Production, 1956, World 
Trade Information Service, pt. 3, No. 57-36. 


Boston, Mass., June 24, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee: 


Were it not necessary to leave for Europe, I would request permission to 
testify before your committee on behalf of the President’s reciprocal-trade 
program. Please refer to my testimony before subcommittee of House Ways 
and Means, December 13, 1957, and before House Ways and Means on March 
12, 1958, because I believe that dividing the free world economically by trade 
barriers makes more difficult international political problems and mutual se 
curity. I urge the President’s program be passed without crippling amend- 
ments. Specifically, I recommend we continue to reduce trade barriers, includ- 
ing tariffs, and that the President’s trade-agreements authority be extended 
at least 5 years, with authorization to reduce rates, as requested by the admin- 
istration. I strongly believe a liberal trade policy will contribute greatly to 
economic well-being of ovr people and those throughout the free world, and 
wish to have my position filed for the record of your committee. 


Tuomas D. Casor. 


GALVESTON, TEx., June 23, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 


DeaR SENATOR Byrd: The purpose of this letter is to express my support 
for H. R. 12591 as passed by the House of Representatives. I wish this year’s 
renewal of the Trade Agreements Act could be much stronger than what that 
bill provides. H. R. 12591 is the least we can do in the field of foreign-trade 
policy. I strongly oppose any more weakening amendments—especially the 
substitution of a 3-year extension for a 5-year extension. 

From every standpoint, there is a real need this year for a Trade Agreements 
Act that measures up to the reality of the challenge the Nation faces, both 
from the Soviet economic threat and from the fast-moving pace of economic 
developments in the free world itself. In the face of that challenge, even 
the kind of trade-agreements legislation passed in 1955 would not be adequate. 
It is nothing short of fantastic that, after nearly 25 years, the program of 
trade liberalization is still fighting for its life and that now, of all times, the 
threat to is continuation in a viable form is greater than it has ever been. 

Why is this so? One might think that the American economy and the free- 
enterprise system that made it great were on the skids and did not have what 
it takes to move upward and onward to ever-rising standards of living. It 
certainly must look that way to our friends abroad. If more restrictive for- 
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eign-policy legislation is the decision of the Congress this year, the rest of the 
world has every right to say, among other things, that the American free- 
enterprise system isn’t all it’s cracked up to be. If the American economy 
eannot afford a policy of trade liberalization, who can? The result of import 
restrictions would be harmful division in the free world at a time when the 
free world ought to be united in its waging of cold war with the Soviet bloc. 

To pass trade-policy legislation more restrictive than provided in the House 
bill would be a disservice to the American people, a tragic misreading of what 
it is that makes the American economy tick, a totally inaccurate portrayal of 
the dynamics of our free-enterprise system, and an irresponsible act when seen 
against the Nation’s foreign-policy needs in economic, political, and military 
terms. 

The bill you have before you is, in many respects, a forward step in the direc- 
tion I believe we ought to be moving. I refer specifically to the 5-year extension 
and the proposed negotiating authority for the President. However, the pro- 
posed shift from 1945 to 1934 as the base year in escape-clause action is most 
unfortunate. I feel that the present trade-agreements program is loaded with 
enough baggage of weakening amendments, as it is, without another weakening 
amendment tacked on. I am amazed to find that even this bill—which keeps 
intact all the weakening amendments of the past and adds a new one of serious 
proportions—is, itself, in jeopardy. 

To say that this bill is in jeopardy is to say that the economic underpinning of 
free-world unity is in jeopardy, that an expansion of our vitally important export 
trade is in jeopardy, that our effort to keep in step with the emergency of cus- 
toms unions in Europe and elsewhere is in jeopardy, and that an important part 
of our program to meet the Soviet threat is in jeopardy. 

There is no justification for restrictive trade policies when one considers all 
these things that are at stake. There is, in fact, no basis for a restrictive trade 
policy when one considers the fundamental economic strength of our country. 

I quite agree the Nation should do everything it can to lift itself out of the 
recession in which we now find ourselves. But import restrictions are a hin- 
drance to this objective, not a remedy. Nor are they the way to meet the 
basic problems of those few industries—or, I should say, those few companies— 
that are able to prove that their problems are caused, in whole or in part, by 
import competition. Methods that are more sound and more effective ought to 
be used. Even where import restrictions bring temporary relief, we must not 
overlook the impact of such a policy on the rest of the American economy, both 
immediate and for years to come. 

The Nation needs a stable foreign-trade policy that accurately reflects the 
eapabilities of our free-enterprise system. The bill before you-—H. R. 12591—is 
the minimum needed to meet that standard. 

With best wishes, I remain, 

Yours very truly, 
Harris L. KEMPNER. 


STATEMENT OF R. W. BISSONNETTE, OF STANDARD CARD CLOTHING Co., STAFFORD 
Sprines, CoNN., PRESIDENT OF THE CARD CLOTHING MANUFACTURERS AjsSO- 
CIATION 


This statement is made on behalf of the Card Clothing Manufacturers Associa- 
tion, whose members manufacture 90 to 95 percent of the card clothing made in 
the United States. (Card clothing is a specialized product used in the manufac- 
ture of textiles. It is decribed more fully below.) At the outset. we acknowl- 
edge that the economic strength and military security of the United Ststes 
depend in part upon the economic health of other free nations, and that depends 
in part upon vigorous, two-way trade among nations. Such trade cannot be 
attained if unreasonable tariff barriers are erected by any one nation. 

It is equally true, however, that a small group of industries whose products 
are essential to the national defense exists. The demand for these products can, 
however, in time of peace, be met entirely by imports. Protection must, there- 
fore, be provided for these industries by tariffs, or the national-defense program 
will be severely weakened. The manufacture and sale of card clothing is such 
an industry. 

Card clothing is so called because it is used to cover, or clothe, parts of 
earding, napping, or brushing machines that come in contact with fibers and 
textiles. Carding machines straighten, comb, and otherwise prepare textile 
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fibers for spinning into yarn. Napping or brushing machines raise the ends 
of fibers in manuftctured cloth. Card clothing must be used with fibers of all 
kinds, natural (including asbestos) and synthetic. Card clothing consists of 
wire teeth inserted in a foundation of cotton, wool, or linen cloth or into felt, 
rubber, leather, or combinations of these products. Card clothing is, in other 
words, a belt with metal bristles at distances from one another that vary accord- 
ing to the use to be made of the clothing. The overall demand for card clothing 
is not great, but textile manufacturers must have a continuous supply. New 
textile machinery must have card clothing, and that on existing machines must 
be replaced from time to time as it wears out. 

The card-clothing industry is not only relatively small; it is also highly spe- 
cialized with respect to machinery, personnel, and materials. Machinery to 
manufacture card clothing, called card-setting machines, is specially made. If 
any existing machines were to be scrapped as a result of financial difficulties 
in the industry, they could not be replaced quickly from sources in this country. 
They would have to be specially built, probably with great difficulty in finding 
parts and materials. 

The problems of specialized personnel could be even more critical. Card set- 
ters, who operate the card-setting machines, must be trained for the work 
for from 3 to 5 years. In addition, setters must have the proper temperament 
to become competent in the work. It is estimated, on the basis of industry 
experience, that, of each 100 trained machinists, only about 10 will become 
successful toolmakers, and, of these 10, only 1 is capable of mastering the trade 
of card setting. Thus, any decline in the industry that would bring about a loss 
of skilled personnel, or discourage the entry of replacements for men who retire, 
could injure the industry almost irreparably. 

In similar vein, the materials used to make card clothing are highly special- 
ized and are available from few sources, There are only 2 sources of supply 
for foundation materials and 2 major sources for card wire. Any decline 
in the industry could result in the drying up of these sources of supply, with 
corresponding difficulties in trying to revive them during a national emergency. 

A defense emergency could, past experience indicates, increase the demand for 
eard clothing in the United States by 50 percent. This increase would result 
partly from stepped-up production in the textile industry, and partly from con- 
version by many textile mills from one product to another. Conversion of a 
carpet mill to the production of blankets, for instance, would require the in- 
stallation of a different type of card clothing. The industry must, then, be 
kept in a healthy condition so that it can meet the responsibilities that would be 
imposed on it by an emergency. 

Past trade agreement concessions granted by the Government on card clothing 
have already jeopardized the industry by permitting imports that can be sold 
at prices below those at which the product can be manufactured in this country. 
The following table will show the decline in domestic production and the increase 
in imports of card clothing: 


Domestic production Imports 
(association members) 


Square feet | Dollar value | Square feet | Dollar value 


6, 701, 891 315, 684 
7, 393, 110 265, 143 
5, 887, 553 189, 939 
4, 839, 527 151, 553 


In 1957, the square feet imported was 22.85 percent of the amount produced 
by the association’s members, and the dollar value of the imports was 11.66 
percent of the dollar value of the domestically produced product. The value 
of the imports was $2.477 per square foot, and that of the domestic product was 
$4.85 per square foot. These figures speak eloquently for themselves. 

We realize that the question of revisicns of reciprocal trade agreements and 
tariff rates is not before the committee. We have, however, gone into some 
detail in stating the nature of our industry and giving production and import 
figures so that you may better understand the need for strengthening the peril- 
point, escape-clause, and national-defense provisions of the Reciprocal Trade 
Agreements Act. 


27629—58—pt. 1——52 
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We approve the manner in which H. R. 12591 requires more extensive hear- 
ings than does the present law in the peril-point and national security provi- 
sions, and the greater authority given the Tariff Commission in connection with 
escape-clause investigations. We ask, however, that authority be vested in 
Congress to overrule the President by a majority vote if he does not accept the 
findings of the Commission under the peril-point and escape-clause provisions. 
We also ask that section 8 of H. R. 12676, relating to imports that threaten to 
impair the national security, be substituted for section 8 of H. R. 12591; and 
that the President’s authority under the reciprocal trade measure be extended 
for 2% rather than 5 years. 

This statement is submitted on behalf of the Card Clothing Manufacturers 
Association, the membership of which includes the following manufacturers of 
card clothing : 


American Card Clothing Co., Fall River, Mass. 
Ashworth Bros., Inc., Fall River, Mass. 

Benjamin Booth Co., Philadelphia, Pa. 

Charlotte Manufacturing Co., Charlotte, N. C. 
Davis & Furber Machine Co., North Andover, Mass. 
Howard Bros., Manufacturing Co., Worcester, Mass. 
Merrimack Card Clothing Co., Andover, Mass. 
Standard Card Clothing Co., Stafford Springs, Conn. 


All but one of these companies (Davis & Furber Machine Co.) are engaged only 
in the production of card clothing. Two domestic manufacturers are not 
members of the association. They are Redman Card Clothing Co., Andover, 
Mass., and Belton Bros. Card Clothing Co., Gastonia, N. C. 
Respectfully submitted, 
R. W. BISSONNETTE, 
President, the Card Clothing Manufacturers Association. 





WILsvur-EL Is Co., 
San Francisco, Calif., June 30, 1958. 
Mrs. ELIzaABetTH B. SPRINGER, 
Chief Clerk, Committee on Finance, 
Senate Office Building, Washington, D. C. 


DEAR Mrs. SPRINGER: I am writing this letter to express my support for 
H. R. 12591, the bill to extend the Trade Agreements Act for another 5 years. 
My support is based on a conviction that such a renewal and the negotiating 
authority the bill authorizes are essential if we are successfully to cope with 
the many new and rapid developments that are taking place and will be taking 
place in the countries with which we do business. 

The Nation’s foreign trade policy, to have any meaning in the world of today, 
must be based on the premise that expanding export business is vitally impor- 
tant to the growth of the American economy; that expanded exports under pri- 
vate auspices requires expanded imports under private auspices unless Govern- 
ment is to be expected to pick up the tab for an increasing volume of the 
business we must do with the rest of the world. 

If one assumes the premise of a growing economy—a premise which I am sure 
you and the other members of the Senate will accept—then one must conclude 
that a world trade policy in the national interest is one that promotes the Na- 
tion’s two-way trade. It is much easier for people to understand the benefits 
to the American economy from exports than from imports. The growing depend- 
ence of a growing economy on imports of raw materials in order to supplement 
the depleting, higher cost supplies from domestic sources is one of the facts of 
life gradually dawning on public awareness. What is not so clear to the gen- 
eral observer is the benefit to be gained from competitive imports—manufac- 
tured or in raw-material form. 

Competition and the response to competition are among the most important 
factors contributing to the development of the American type of free enterprise 
system and to the rapid growth of our economy. Competition from within our 
country and from outside producers stimulates new ideas and new methods. The 
American consumer benefits, and the servicing of his needs and appealing to 
his choice are an essential part of the dynamics of the American economy as 
we know it. Imports are also the most important source of the dollars for- 
eign nations need to finance the purchases they make in our country. 1 

Exports are of vital importance to large numbers of American producers in 
both industry and agriculture. The importance of export business as a prop 
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to many of our industries during a period of recession in our economy was 
evident in the recessions of 1953-54 and 1957-58. 

Thus preservation of the gains we have made in deevloping our country’s 
foreign trade and recording even greater achievements in that direction should 
be the objectives of a trade policy in the national interest. A recent develop- 
ment which is cause for serious concern to all who want to preserve and improve 
our country’s position in world trade is the evolutiton of the European Common 
Market and the indications of similar arrangements in other areas. In view 
of the timing of the European Common Market, a 5-year extension of the Trade 
Agreements Act is necessary for a businesslike effort on our part to try to 
negotiate downward the external tariffs of those western European countries 
in phase with the cuts that will be made in the internal tariffs affecting trade 
within the area. Anything less than a 5-year extension would either con- 
front our negotiataions with the expiration of the act in the middel of their 
negotiations, or would leave the executive branch, as well as the countries with 
which we trade, with little confidence as to the course of our trade policy. The 
pace of developments abroad is much too rapid for us to resort to the short- 
term hrenewals we have had in the past. Such renewals do not provide the flex- 
ibility and confidence indispensable for businesslike decisions in foreign trade— 
whether by Government or those engaged in foreign trade. 

H. R. 12591 is not in every respect the kind of bill we would have preferred 
as the way most effectively to promote United States foreign trade. But on the 
whole it will permit us to continue in meaningful form a trade policy that has 
proved its value for the past 24 years. We therefore urge the Senate to support 
at least that kind of renewal this year. 

Very truly yours, 
BRAYTON WIxpBur, President. 


FEDERATED DEPARTMENT STORES, INC., 
Cincinnati, Ohio, June 30, 1958. 
Senator Harry FLoop Byrp, 
Chairman, Committee on Finance, 
Senate Office Building, Washington, D.C. 


DeAR SENATOR Byrp: As a retail merchant for well over 50 years, I wish to 
submit for inclusion in the record this statement in support of the Trade Agree- 
ments Extension Act of 1958. 

I am chairman of the Board of Federated Department Stores, Inc., a corpora- 
tion that has 10 divisions operating department stores located largely in the 
eastern and southern parts of the United States. These stores include Abraham 
& Straus, Bloomingdale’s, Milwaukee Boston Store, Burdine’s, Filene’s, Foley’s, 
Lazarus’, Sanger’s, Shillito’s, and nine smaller stores in the western part of 
the United States which are operated under the name of Fedway. For the most 
part, these stores are locally managed and sell everything from lawnmowers to 
jewelry, ready-to-wear and fine foods. Many of my associates in manageinent 
and my own family have been retailers for generations and we are proud of our 
long service to the American consumer. 

The debate over tariffs and reciprocal trade has been carried on almost exclu- 
sively from the point of view of producers—those who fear injury from com- 
petitive imports and those who are seeking additional markets for their products 
abroad. Strangely enough, there has been hardly a word about the interests of 
the American retailer and the American consumer. Not everyone is engaged in 
manufacturing, but every member of the American public is a consumer. I feel 
certain that your committee will want to give careful consideration to the in- 
terests of consumers and retailers. 

Every American purchaser from retail stores has a stake in reciprocal trade. 
In the first place, failure to pass the Trade Agreements Extension Act would 
make it difficult for consumers to purchase many products which now contribute 
greatly to their way of life at home and at work. In my grandfather’s day, 
over a century ago, American families of ordinary income enjoyed little variety 
and choice in their food, dress and household furnishings. Today the American 
family’s standard of living is enriched and augmented by products from all over 
the world as well as America. In the Federated stores we sell French wines, 
Swedish silver, tropical foods, Italian leather products, English tweeds and 
woolens, and fabrics and rugs from the Orient. We sell these things not to the 
rich alone, but also to the average family. For such products have become a part 
of the new America in which more and more people have been able to demand 
more than the bare essentials of living. 
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The interests of consumers do not stop at variety of choice and quality. Con- 
sumers are vitally interested in price. We should never forget that tariffs are 
a tax which takes money out of the consumer’s pocket. The consumer pays this 
tax whether or not he personally buys imported goods. For all too often the 
price of domestically produced goods may be maintained at an artificially high 
level because of tariffs which prevent effective competition. The consumer is 
forced to subsidize a small minority of marginal American producers. This tax 
on consumers deprives them of substantial purchasing power, thereby reducing 
the overall volume of retail sales. In more down-to-earth terms, tariffs take 
spending money out of our pockets at a time when American producers all wish 
they could locate a little more of that spending money. 

Consumers also benefit from the maximum degree of competition and competi- 
tive ingenuity on the part of retailers. Competition, both as to price and as to 
quality, is greatly enhanced when retailers have the whole world’s goods to 
select from. Imports challenge the skills of the creative merchant, and give him 
a better chance to deliver what the consumer wants at the price the consumer 
wants to pay. Bloomingdale’s, the Federated store in Manhattan, may send its 
buyers to Italy to seek cheaper and better leather goods, while a competitor is 
trying to outdo us by discovering goods in another country. The ultimate result 
is an invaluable service to the consumer who gets more to choose from on the 
retail shelves. 

Imports stimulate consumer spending. In this way, they have a beneficial 
effect on the economy as a whole. In my experience, many imported goods have 
no real American substitutes, and are not directly competitive with American 
goods. Foodstuffs such as tea and cocoa, specialty items such as European hand- 
work, and many imported manufactured goods are distinctive, and do not neces- 
sarily represent to the buyer a choice between a foreign and an American prod- 
uct. The dollars which buyers spend for such imports might otherwise not be 
spent at all. Imports, in short, increase the flow of goods and money in this 
country. I do not have to tell you that the well-being of our economy depends, 
not on production in an abstract sense, but on the flow of goods—the rate of 
business activity. The faster money circulates, the more all of us have and can 
spend. Additional dollars spent, even if their immediate purpose is to repay 
foreign manufacturers, are nevertheless additional dollars circulating in our 
economy, and the very act of spending them creates new income, new jobs, new 
purchasing power for American products. And, in point of fact, the import 
business is a substantial part of our business at the present time. 

Nor should we forget the 144 million American jobs created directly by im- 
ports—work in transporting imported goods and work in finishing unprocessed 
or semiprocessed foreign goods. The money spent on imports that goes to these 
American workers is used by them to purchase American services and goods. In 
this way too imports create new markets for our manufacturers. 

American retailers are also interested in exports. Advocates of high tariffs 
would have us wall ourselves in as if we feared the ability of our sellers to 
compete with the rest of the world. But the fact of the matter is that the United 
States is the greatest exporting country in the world, and our exports greatly 
exceed our imports. The present recession has not resulted from production 
difficulties. In large measure it has come because we, the retailers, cannot find 
enough customers in this country for the great volume of goods our manufactur- 
ers produce. When markets fail, retailers are the first to suffer, and when they 
are hurt, the shock eventually reverberates around the whole economy. Retail- 
ers know first hand that we need reciprocal trade with foreign lands to insure 
our Own prosperity. 

I understand that the present trade agreements bill deals only with tariff rates 
and does not address itself to the problem of customs simplification. Retailers 
find that the burden of tariffs derives from the onerous details of tariff procedure 
as well as from the effect of tariffs upon prices. I hope that your committee will, 
at an appropriate time, address itself to this problem as well. 

I thank you for the opportunity afforded me to present these views to the 
Committee on Finance, and I reiterate that prompt enactment of the Trade 
Agreements Extension Act for 5 years will be strongly in the interest of the 
American consuming public. 

Very truly yours, 
FrEp LAZARUS, Jr., 
Chairman of the Board, 
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Los ANGELES, CaLir., July 1, 1958. 
Senator Harry Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

Having recently served 2 years as Assistant Secretary of Commerce for Inter- 
national Affairs and also having served in variety of offices for American private 
industry during recent years claim responsibility knowledge reciprocal trade 
program and its importance to our economy. In interest of continued healthy 
expansion American business and industry and to create new jobs for growing 
population and toward extending United States prosperity into future years 
vigorously urge approval Hxtension Trade Agreements Act as provided H. R. 
12591. Personally consider 5-year clause extremely important. After traveling 
in 32 foreign countries working in several, am convinced foreign nations trading 
with United States need minimum 5 years as basis for planning and developing 
sound trade patterns. Sincerely believe 5-year extension will work strongly to 
United States advantage in making equitable mutual profitable trade possible. 
For the record. 

Respectfully, 
H. C. McCLeELian, 
President, Old Colony Paint &€ Chemical Co. 


BANK OF AMERICA, 
San Francisco, Calif., June 30, 1958. 
Hon. Harry F. Byrop, 
Chairman Senate Finance Committee, 
United States Senate, Washington, D.C. 

DeaR CHAIRMAN Byrpb: Acting in the role of an interested private citizen I 
would like to make known to the Senate Finance Committee my unqualified sup- 
port of the Trade Agreements Extension Act of 1958 (H. R. 12591) in the form 
in which it was overwhelmingly passed by the House of Representatives on 
June 11, 1958. 

It is my sincere belief that the passage of this act, without further amend- 
ment, is in the best interests of our Nation as a whole. This belief is based on 
many years of experience as a banker, and in particular as an international 
banker with wide opportunities to observe firsthand the effectiveness of the re- 
ciprocal trade agreements program in past years. 

On March 11, 1958, I appeared before the House Ways and Means Committee 
and outlined in some detail my reasons for supporting the reciprocal trade agree- 
ments program, as well as my answers to some of the criticism which has been 
directed against the program. I prefer not to burden the records of the Sen- 
ate Finance Committee with a repetition of my testimony and therefore re- 
spectfully direct the attention of your committee to my earlier statement which 
is now a part of the record of the House hearings on this bill. 

In this connection it would seem appropriate that the Senate Finance Com- 
mittee recognize the volume of testimony both for and against the bill presented 
before the House and Ways Committee. These hearings and those recorded at 
the time of earlier extensions of the act contain repeated affirmations of the 
basic considerations involved. It is suggested that your committee refer to this 
record and that it should, to the greatest extent possible, avoid duplicating this 
procedure again. 

It is recognized that the purpose of holding hearings on pending legislation is 
to give those most concerned an opportunity to express their views. In the 
ease of the Reciprocal Trade Agreements Act, however, virtually every citizen 
is concerned. Because they are not organized and because they are indirectly 
affected millions of Americans would not be heard regardless of how long and 
how extensive congressional hearings might be. As I am sure you are aware, 
I am referring to the millions of American consumers who have benefited under 
the reciprocal trade agreements program and in whose best interests the pro- 
gram should be continued. 

For this reason it is believed that the vote of the House of Representatives of 
317 to 98 in passing this bill is particularly significant and should be so recog- 
nized by the Senate. Because the members of the House are elected on the basis 
of population they can be expected to be sensitive to the needs and wishes of 
their individual constituents. Indeed, this is the primary function of the Junior 
House under our bicameral legislative system. Therefore, it would follow that 
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many millions of citizens who do not appear, or were unrepresented, at the 
hearings held on this bill both by the House and the Senate do in fact support it. 

In testimony before the House Ways and Means Committee I stressed what 
was considered to be the main reasons for a 5-year extension of the act. Sub- 
sequent to my testimony the President on March 27 before the national con- 
ference of Organizations of International Trade Policy in Washington, D. C., made 
the following statement: “There is a mistaken belief spread among some people 
that the 5-year proposal was merely introduced as a bargaining position. I 
should like to set the record straight. It is a proposal dictated by the facts.” 
As certain Senators have recently stated that they believed the President would 
be satisfied with something less than a 5-year extension, I would like to again 
call your committee’s attention to the above quotation. 

In conclusion I again quote from the above-referred-to statement of the Presi- 
dent: “The good of America will not be served by just any kind of an extension 
bill. It must be a good bill. It must be an effective bill.. Such a bill is before 
Congress.” 

It would be appreciated if you would insert this letter in the record of the cur- 
rent hearings. I trust your committee will report favorably upon the proposed 
extension of the act in the form in which it was passed by the House. 

Sincerely yours, 
R. G. SMITH, 
Executive Vice President. 


STANDARD OIL COMPANY OF CALIFORNIA, 
San Francisco, Calif., June 30, 1958. 
Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C. 


My Dear Senator: I understand that statements will be accepted by your 
committee for review in its hearings on renewal of the Trade Agreements Act. 
I should like to avail myself of this privilege by submitting the following 
statement : 

Standard Oil Company of New Jersey is a worldwide organization engag- 
ing in all branches of the oil industry, either directly or through subsidiaries 
and affiliates. Our domestic business history dates back more than three- 
quarters of a century, and we have been active in foreign fields since the 
1920's. Consequently, I believe that we have better than average qualifica- 
tions and experience upon which to base a conviction regarding the Trade 
Agreements Act. 

Members of the committee are familiar with the principal issues under 
consideration. Accordingly, this statement will be confined to two issues on 
which our experience enables us to make an authoritative contribution. They 
have to do, first, with the question of whether specific legislative action to 
curb imports of petroleum is desirable, and second, the significance of the 
act to our country’s foreign relations and national security. 

First, concerning the oil imports issue : 

Spokesmen for domestic producer groups have contended that imports of 
foreign oil into the United States are responsible for the present economic 
difficulties of the domestic producer and, concurrently, that these imports 
thus threaten the national defense by diminishing incentives for future oil 
exploration and development in this country. It is also alleged that the vol- 
untary imports program, formulated specifically to safeguard the national 
security, has fallen short of its objective and that its provisions should be 
made mandatory through inclusion in the Trade Agreements Act. 

We disagree categorically with these contentions. 

To begin with, the decline of domestic production witnessed in recent months 
is by no means simply a reflection of competition from foreign imports. It 
is, far more directly, the consequence of several factors entirely unrelated to 
imports. 

Foremost of these, in our view, has been the unprecedented growth of natural- 
gas production and transmission facilities over the past decade. This develop- 
ment, as the recent history of the petroleum industry shows, has been responsi- 
ble for drying up a sizable share of the market for domestic oil. 

Figures on the relative growth of consumption of natural gas and petroleum 
tell the story: 
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In 1947, gas consumption, in terms of oil equivalent, amounted to 2,100,000 
barrels per day, or 27 percent of the total petroleum and natural gas require- 
ments of the United States. Consumption of petroleum, in the same year, 
totaled 5,500,000 barrels per day, about 73 percent of the total. 

By 1957, the proportion had altered substantially. Natural gas’ share of 
the market was 36 percent (4,900,000 barrels per day), compared to 64 percent 
for petroleum (8,600,000 barrels per day). In other words, natural gas had 
increased its share of the market by a third, while petroleum’s share had 
noticeably declined. (This trend, furthermore, is continuing. In the current 
year, while oil demand is expected to remain virtually unchanged, natural gas 
sales are expected to increase by an estimated 5.5 percent. ) 

Significantly, oil imports’ share of the market in 1957 amounted to only 12 
percent (versus natural gas’ 36 percent) ; and this year imports’ share is ex- 
pected to drop to 10 percent, while gas consumption continues to grow. It 
should be readily apparent from this comparison that it is natural gas which 
has been primarily responsible for the displacement of domestic crude oil in 
the market place. 

Against this backdrop of long-term encroachment by natural gas into oil’s 
traditional markets, there have occurred in the last year two other develop- 
ments to aggravate the domestic oil demand situation. First, this country has 
been experiencing an economic recession, which has checked the growth in 
consumption of oil. Second, there has been a continuing liquidation of high 
crude oil inventories which were built up in the months immediately after last 
year’s Suez crisis. 

Liquidation of these excess inventories, now virtually completed, will neces- 
sitate a sizable increase in domestic crude production in the immediate future. 
In addition, although consumption continues to be depressed, the revival of 
general business activity, confidently expected before the end of the year, will 
likewise afford the relief which domestic producers desire. Thus it seems 
both futile and unnecessary, in our opinion, to seek such relief through a legis- 
lative measure to control imports. 

As to the question of the effect of imports on national defense, we believe 
that the administration’s voluntary control program is already safeguarding 
our national security to the fullest extent. 

It is a matter of record that our company was not in full agreement with the 
recommendations of the President’s Committee which prescribed the original 
voluntary imports quotas. However, we did feel then—and do now—that it 
was incumbent upon us to go along with any reasonable attempt to solve the 
imports problem by cooperative means. We are continuing to cooperate—even 
though reserving our right to disagree—for this same reason. 

By any reasonable standards, the voluntary imports program is working. 
Substantially all importers are in compliance. Still, because of isolated inci- 
dents of noncompliance and the temporary depression in demand for crude oil, 
domestic producers now demand that even more stringent controls be written into 
the Trade Agreements Act. 

Our company is strongly opposed to such action. The voluntary program, as 
it stands, has the flexibility that is characteristic of an administrative program, 
as opposed to the rigidity that is inherent in legislation. It is, in fact, a most 
pertinent illustration of the flexibility and practicability of the Trade Agree- 
ments Act itself. What need is there for amending this act, or incorporating oil 
imports controls into its provisions, when it has been demonstrated clearly that 
the President can cope effectively with the imports question within the existing 
framework of the measure? 

It is our conviction that no such need has been demonstrated, that the act is 
an effective instrument as it stands. In our opinion, the only thing that would 
be accomplished by encumbering this legislation with restrictive amendments on 
oil would be to jeopardize our relations with other free world oil producing 
countries. These foreign countries are already disturbed by the present volun- 
tary control program. They recognize, however, that the United States is under- 
going a business decline and that certain reasonable adjustments must be made 
to sustain the health of the domestic industry. But they would not recognize 
the validity of legislation designed primarily to bar the doors, in the tradition 
of the pre-McKinley era. If we succumb to pressures urging that course upon 
our country, we shall be doing its security irreparable harm. 

This brings me to the second basic point I wish to take up in this statement, 
the matter of the Trade Agreements Act and its fundamental position in our 
entire pattern of foreign relations. 
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Over the past quarter century in which our company has been engaging in 
overseas ventures, one fact of our experience stands out. It is that the Trade 
Agreements Act has come to be regarded as symbolic of economic cooperation in 
the free world and epitomizes this Nation’s willingness to promote and partici- 
pate in that cooperation. The need for continued assurance that this willing- 
ness persists is more pressing today than at any time in recent years, because of 
the growing evidence of efforts by other blocs to wage economic warfare. 

The peoples of foreign lands with whom we have done business are prepared 
and willing to be our allies in the economic and political arenas, provided they 
are properly recognized as our full partners in the free world community. This 
means, practically speaking, that they insist upon their right to deal with us 
at arm’s length, unhindered by any commitments or obligations which would 
tend to restrict their freedom of choice. 

Where then does the Trade Agreements Act fit into this pattern of our inter- 
national relations? It is perhaps one of the most fundamental methods of pre- 
serving the “arm’s length” doctrine. Through trade, self-evidently, foreign 
countries are able to promote their own economic independence. Under the 
ideal condition of balanced international trade and investment, these countries 
have the opportunity to become economically independent, free from the political 
encumbrances that are inevitably tied to aid proferred by wealthier nations. 
It is not unreasonable to expect that having achieved this ideal economic status, 
they would be most likely to select the route of democracy and private enterprise. 

To continue a heavy emphasis on aid today, in preference to trade, is to 
deny our foreign friends the opportunity of becoming economically independent. 
Trade—not aid—is their ticket to self-reliance and self-determination, both 
qualities that are prerequisite before democracy can flourish. Anything short 
of the trade freedom prescribed by the Trade Agreements Act must inevitably 
limit the ability of other countries to discharge their obligations to us, and 
thus subject our motives to critical scrutiny. 

To summarize, it is essential to recognize that foreign trade—and the Trade 
Agreements Act which encourages it—are no longer solely economic instruments. 
They are, far more importantly, vital organs in the free world’s body politic. 
It is no longer sufficient to appraise the importance of foreign trade in terms of 
its impact upon competitive domestic goods. One must take into consideration 
the impact upon the larger interest of United States citizens. 

Viewing the issue from the latter vantage point, it becomes clear that the 
larger interest of American citizens is served by a trade policy which promotes 
the evolution of strong and independent allies abroad, and which, at the same 
time, will curtail demands upon our taxpayers for more funds to send aid 
abroad—aid which, it should be stressed, is only grudgingly accepted as a poor 
substitute for the opportunity to trade. 

Your committee, dedicated as it is to the larger interests of the Nation, has 
been called upon to make a determination which will be of surpassing impor- 
tance to all of us. We believe, upon the basis of our experience, that a thorough 
review of the issues must lead to this one conclusion, which we respectfully 
submit: That the larger interests of all are best served by a perpetuation of the 
Trade Agreements Act in the form and for the length of time recommended by 
the President. 

We wish to express our appreciation for this opportunity to present our views, 
and stand ready to provide any further comment or testimony required at the 
discretion of the committee. 

Sincerely yours, 
T. S. PETERSEN. 





Unirep States Sarety Service Co., 
Kansas City, Mo., July 1, 1958. 
Re reciprocity trade extension bill, H. R. 1259. 
Harry Frioop Byrp, 
Committee Chairman, Senate Office Building, 
Washington, D. C. 

Dear Mr. Byrp: Here is one man’s idea relative to the obsolete idea of eco- 
nomic protection against imports. 

For many years the British fleet unintentionally enforced the Monroe Doctrine 
and thereby gave to young America the temporary and perhaps questionable 
security of optional isolation from the rest of the world, a world which was at 
least 200 times as large as it is today measured by travel, communication and 











TRADE AGREEMENTS ACT EXTENSION 809 


transportation time. However today millions of Americans still think and act 
as though they were still living in such a large world, long gone and forever. 

Today an attempt to separate the United States from any part of the world 
politically, economically or culturally is as futile as trying to separate Kansas 
City from Missouri, Minneapolis from Minnesota and Chicago from Illinois. 
Modern technology has brought all people so close together that it has revealed 
to the impoverished, long-exploited 114 billion of the world’s population that 
starvation is something to be avoided and does not have to be endured; that 
colonialism and economic exploitation is something to be rid of, even by force 
and revolution if necessary; that the white race cannot indefinitely hold a 
monopoly on the know-how of better living. It has also revealed to them that if 
as much effort and skill are devoted to the global distribution of goods as are now 
being devoted to the production of goods the human race can be on it’s way to a 
much higher standard of living. 

Tonight half of the world’s population is going to bed hungry while we have 
hundreds of miles of steel bins full of Government-purchased wheat and rice 
going sour. They are less than half clothed while we have hundreds of thou- 
sands of bales of cotton in Government warehouses. Half the world is starving 
for fats while we have a trainload of butter 50 miles long. The world is asking 
the question “Why?” If we Americans do not now have the answer it is to 
our permanent interest to find that answer. 

Certainly the time has arrived, in fact it is long past due, when men, especially 
American businessmen and men in high office take a little time out from this 
busy business of ours and work at the business of informing ourselves, the hard 
way if necessary, relative to the basic principles of production, distribution, 
wages and prices on a national and on an international basis and then collective 
ly and objectively do something about it. It certainly is time for us to sift the 
great mass of political chaff, jargon and this eternal scare propaganda and really 
find out what is wrong with our bunglesome method of distribution of the prod- 
ucts of our rampaging productive economy. 

A businessman may think he can separate himself and his business from world 
business but that is about as rational an approach to the curret business environ- 
ment as trying to separate oneself from the atmosphere and hope to stay alive. 

The irresistible laws of economy have proven time without number that private 
business can be but little, if any, better than total business and today total 
business indisputably means total global business. If we make no intelligent 
and constructive contribution toward the creation of an environment that is 
favorable to total global business we are all going to awaken one of these morn- 
ings and find our private business striving for survival in an environment totally 
unfavorable to it. You and your business are definitely a part of global business 
today even though you may be running a popcorn stand. The success or the 
failure of private business is permanently hitched to the success or failure of 
total global business. I dare any American to disbelieve that statement at the 
peril of his own business and at the peril of the financial structure of his 
Nation. 

If American private enterprise is to outlive the century this concept of busi- 
ness must be universally accepted and immediately acted upon by the world- 
minded, informed, activated businessmen along the Main Streets and the fields 
of America. Wide distribution of the necessities of life, especially of food, can 
put communism on the run and out of business for keeps. 

I invite you and other committee members to investigate the trouble spots of 
the world today and name one which could not be resolved to a peaceful solution 
by allowing people “self-determination” and by giving them an opportunity to 
sell the products of their own labor in the free markets of the world so that they 
would be able to buy those things necessary for a decent physical existence. 
Dissension, communism, rebellion, and revolution thrive on arbitrary exploitation 
and its resulting poverty. Around the world today we are, in most cases, backing 
the wrong people and at home, from home base, we are antagonizing too much 
of the world with our thoroughly obsolete “protective economic isolation.” 

I am thoroughly familiar with the traditional arguments for so-called “pro- 
tection.” 

1. “You don’t want to lower the standard of living of the American laboring 
man to that of the Chinese, do you? How can American industry compete with 
such cheap labor?” 

2. “You don’t want to ruin existing business do you by allowing cheap foreign 
goods to flood the American market?” 
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The answers to such questions seem too axiomtic to pursue them further. 
Seldom if ever is there a businessman or a politician who will put his feet in 
the ground and really question the logic of those two statements. In other words, 
“Do lower tariffs and greater volume of imports necessarily mean a lower stand- 
ard of living for the American laboring man?’ Will greater imports ruin exist- 
ing business?” 

I would like to ask this committee this question. Taking into consideration 
the labor cost per unit produced where in all the world is labor the cheapest? 
Suppose you put 200 Chinamen to work at 15 cents per day working at the average 
efficiency in China. They will earn $30 in 1day. Now suppose we put one Amer- 
ican to work pulling levers and pushing buttons or simply watching some auto- 
matic machine do it all and give him all of the $30. At the end of the day he 
will have more finished products than all 200 Chinamen. It isn’t the cost of labor 
per day or per hour that determines the labor cost of the unit produced. 

In an article recently published in Fortune and written by Phillip K. Jessup, 
whom you undoubtedly know, it is stated that the English assembly line worker 
is from one-fifth to one-half as efficient as is the American line worker. Say 
what you want to about the labor in American industry it is the most productive 
of any in the world. On this basis we can pay him from 5 to 2 times as much 
as being paid to the English laboring man, per hour or per day, and the labor 
cost per unit produced will be no greater than in England. 

Will lower tariff and greater imports ruin existing business? Some marginal 
firms may have to make adjustments and some might even have to find new 
products to manufacture but progress is based on change and adjustments to 
meet new conditions. I well remember the first automombile that came jugging 
down the streets of my hometown. It had a one-lung engine hung crosswise 
under a rubber-tired buggy. It cranked from the side, had a chain drive and was 
steered by a rudder. Right then if Congress had been as well informed as is 
the current Congress they would have legislated this contraption off the street 
and forbade its manufacture because it was destined to ruin “existing business.” 
Wagon factories, buggy factories, harnessmakers, blacksmiths, draft and driving 
animal industry and many others represented millions of invested dollars and 
all must adjust or go out of business. The horseless carriage ruined existing 
business but in its place was built a billion-dollar industrial empire which gave 
gainful employment to millions and millions of people on jobs that did not even 
exist before the advent of the automobile. 

Greater imports, giving customers abroad a chance to earn American dollars 
with which they may make greater volume purchases from us will increase the 
standard of living of laboring men at home and abroad and create millions of new 
jobs that do not now exist. 

The spirit of extreme nationalism is being reborn today throughout the world. 
It is ultrasensative to the very slightest indication of colonialism. The old 
order is passing. A new world is in the making and if we want to have an im- 
portant role in its determination we had best weigh the anchor of our ship of 
state and get out into the open sea of cooperation and understanding, away from 
the stagnant backwaters of obsolete economic isolationism, military coercion, 
colonialism and our inexcusable, unjustifiable egotism. 

Restrictions, barriers, controls and shackled freedom rest uneasily upon the 
shoulders of America’s space bound youth, through whose veins still courses the 
crusading, adventurous blood of their pioneering anchestors. Since when has 
it been really necessary for American industry to beg for quarter in the markets 
of the world, her own included? On the gridiron, on the diamond, in the class- 
room and on the battlefield and in the future markets of the world (if given any 
opportunity for choice) American youth has not and will not ask for quarter nor 
in that speculative scientific field of earth and space. 

American nationalism has indeed an unfulfilled mission—to find its common 
ground with the self-interests of other nations and on that ground recreate its 
own birthright, an environment of progress and economic freedom. 

H. R. 1259 in itself is not a good bill. In operation it can hinder imports as 
much as it can increase them. Its effective operation depends upon vision and 
courage of one man. That same man, according to the provision of the bill, 
can use it as an instrument to reduce imports to the vanishing point. To pass 
this bill assures nothing but its failure to pass loses us everything. 

The tariff question is as old as the Nation itself and innumerable times has 
been argued pro and con by politicians and industry. Other decisions have been 
historic but never before has the decision taken on the proportions of national 
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and world destiny. What happens to this bill has as much to do with the 
future of American democracy and private enterprise as Caesar’s decision, as 
he faced the River Rubicon, had to do with the destiny of the Roman Empire 
(Republic). 

Were American businessmen really informed on this question as they should 
be the streets of Washington would be full of marching men demanding that 
this bill or a better one be passed at once. You men as statesmen must not allow 
their complacency and ignorance keep you from doing your duty to all of 
America instead of placating a few marginal operators whose economic existence 
is difficult to justify in good times or bad. 

Thanks for your indulgence. 

Yours truly, 
ArcH MAvutssy, Sales Counselor. 


STATEMENT PRESENTED TO SENATE FINANCE COMMITTEE BY JAMES S. SCHRAMM, 
EXECUTIVE VICE PRESIDENT, J. S. SCHRAMM Co., BURLINGTON, lowA, REPRESENT- 
ING NATIONAL RETAIL MERCHANTS ASSOCIATION 


Mr. Chairman, my name is James 8. Schramm. I am executive vice president 
of the J. S. Schramm Co., a department store in Burlington, Iowa. 

My purpose in this statement is to express my support of H. R. 12591 calling 
for the extension of the Trade Agreements Act for 5 years. ‘I speak as a retail 
merchant, whose firm has been doing business in a small midwestern city, Bur- 
lington, Iowa, for 113 years. I speak also as a member of the executive com- 
mittee of the National Retail Merchants Association, an organization representing 
more than 10,000 department, specialty, and chainstores which sell the consumers 
of the Nation more than $17 billion worth of goods a year. 

The retail merchants are closer to the American consumer than is any other 
sector of the Nation’s business community. The issue of foreign trade policy 
might be better understood if it were examined and discussed in terms of the 
interests of the consuming public. By its very nature, this would truly be an 
effort to determine the national interest, for all Americans are consumers. 

The American consumer is a very special kind of human being. He is a con- 
sumer on the move, seeking better, higher wages jobs, and better quality and 
better priced goods on which to spend his earnings. He is a consumer on the 
move in a never-ending quest for a higher standard of living and for all the 
things that go into producing a richer life. His country was discovered by ex- 
plorers searching for a new route to supplies of spices and the other kinds of 
delicacies that in that day contributed to better living. The spices of life in our 
own day are infinitely more varied, and available to an infinitely greater number 
of people than they were then. But the maxim is timeless that variety is the spice 
of life, and we retailers watch from very close range the quest of the American 
consumer for more and more variety—plus higher quality, at reasonable prices 
in the goods at his disposal in the retail shops of the Nation. 

The American consumer wants also a secure country in a world either relieved 
of international tension and crisis or—in the absence of such an ideal—strong 
enough economically, politically, and militarily to keep down the aggressive ambi- 
tions of forces that seek to subvert systems of government pledged to the welfare 
of the people. The American consumer is aware of the central role his country 
has played, can play, and must continue to play in the building of a united com- 
munity of free nations capable of protecting their ideals and institutions. 

To sum, then, the American public favors policies and programs, private and 
governmental, which strengthen our economy, strengthen our national security, 
and in general help in the fulfillment of the ever-rising expectations of a dynamic, 
free people. 

These objectives are the national interest, and it is that interest our Govern- 
ment policies should serve and promote. In the field of foreign trade policy, the 
Trade Agreements Act has on the whole been that kind of public policy, and it 
is for that reason that I urge the Senate to vote to continue it in a meaningful 
form. While I take serious exception to the several weakening amendments that 
have been added to the trade agreements legislation in recent years—and I do 
not welcome some of the amendments proposed in the present bill (particularly 
the shift from 1945 tariff levels to those of 1984 as the base period for the de- 
termination of tariff relief in escape-clause cases)—I am supporting H. R. 12591 
because a meaningful continuation of the act is essential to the expansion of the 
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Nation’s foreign trade, and the provisions of that bill offer an acceptable minimum 
of a policy in that direction. 

The trade agreements program has over the past quarter century contributed 
greatly to the expansion of our import and export trade. Expanding exports are 
indispensable to the expansion of the whole United States economy, and in times 
of recession they have kept the downturn from deepening. The Congress has 
heard a great deal about the arithmetic of two-way trade—of the vital role im- 
ports play in making possible a sustained and rising level of export business. 
What is sometimes overlooked are the other benefits gained from a freer flow of 
imports. 

Imports are of course essential to supplementing supplies from domestic sources 
which cannot meet the demands of a growing economy. They also serve as a 
spur to our own producers, tending to bring forth greater efficiency, better quality, 
and more reasonable prices—all for the purpose of winning the favor of the ulti- 
mate consumer at the retail level. The spur of competition is one of the most 
important ingredients in the development of the American type of free enter- 
prise system. The growth of that system must in no way be impeded. It must 
be fostered. Freer trade does just that. The fact that the United States is 
capable of that kind of foreign trade policy is itself a clear reflection of the 
strength of our kind of economic system. 

While the record shows that more imports and more exports are good for 
the Nation—bringing more business and generating more and better paying jobs— 
those of us who strongly support a liberal trade policy as being in the national 
interest recognize that a policy that benefits most of the Nation might cause 
serious injury to a few isolated sectors of the economy. If the national interest 
is our standard, we must not only underline the overwhelmingly beneficial 
implications of such a policy but also recognize that there may be other unwel- 
comed results to a relatively few firms, workers, and communities. 

The answer to such problems as may come to light in the wake of increased 
import competition is not higher tariffs or other forms of import restriction. To 
yield to demands for that kind of protection would do injury to the Nation as a 
whole, for the reasons I have set forth above. It would not even really help 
those who demand protection. The kind of protection they need, the kind that 
would do them and the Nation the most good, is adjustment in production and 
distribution on a self-help basis. This is in the tradition of the dynamics of 
the American free-enterprise system. Since there may conceivably be some 
instances in which Government marginal assistance may be necessary to help 
such firms, workers, or communities carry out their own adjustment plans, I 
suggest that the Senate give careful, favorable consideration to the principle of 
adjustment assistance embodied in bills already introduced. 

The 5-year extension proposed in H. R. 12591 is the longest extension ever 
requested since the Trade Agreements Act was first enacted. It is something 
new, to enable our Government to deal confidently, effectively, and with business- 
like efficiency with new developments on the world scene. Prominent among them 
is the evolution of a common market in Western Europe and other plans for 
regional economic integration that are in the offing. But a 5-year renewal, neces- 
sary to meet new and urgent needs, is also highly desirable to meet a need that 
is hardly new; namely, the need for greater stability in the Nation’s foreign 
trade policy. Greater stability, which hard-fought, short-term renewals have not 
provided, and could hardly provide, would mean more confident planning of 
business programs by Americans who buy from abroad as well as by foreign 
businessmen who export to this country. 

This need for greater stability has more recently assumed increased urgency 
as a result of buildup in the Soviet trade offensive against the free world. There 
are large numbers of free nations that seek greater economic stability in its 
many forms. Foreign trade is vitally important to them. They want to trade 
more with the United States, the world’s largest single market, but if import 
restrictions on our part and short-term renewals of our trade policy legislation 
bespeak the extent of our interest in doing business with them, these countries 
may find it necessary to trade more with nations that seem to offer them more 
long-term stability. The Soviets are making offers of that kind. Diversion of 
their trade to the Soviet bloc is one way in which the Soviet Union seeks to 
subvert the weaker members of the free world community. A stable policy of 
freer trade is an important part of our answer to this Communist gambit. 

There are thus many reasons for supporting H. R. 12591. They are all good 
reasons. The bill is good for America. We urge the Senate to support it. r 
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Scorr Paper Co., 
Chester, Pa., July 2, 1958. 
Hon. Harry F. Byrp, 
Chairman of the Senate Finance Committee, 
Washington, D. C. 

Sir: Mr. Thomas B. McCabe, president of Scott Paper Co., has been vitally in- 
terested in the extension of the reciprocal trade program for a further period of 
5 years. While he is presently in Europe, he has cabled authority to submit to 
you, for your consideration and the consideration of your committee, a copy of 
the letter which he wrote on March 21, 1958, to Hon. Wilbur D. Mills, chair- 
man of the House Ways and Means Committee. 

Accordingly, you will find enclosed a copy of that letter which clearly sets 
forth Mr. McCabe’s views. I trust that you will find his comments of interest 
and that your committee will take them into consideration in its deliberations 
concerning the extension of the reciprocal trade program. 

Very truly yours, 
W. R. Scorr. 


Scorr Paper Co., 
Chester, Pa., March 21, 1958. 
Hon. WILBuR D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Sir: This year there are three basically new elements in the fight over the 
reciprocal trade program. In the 24 years that this program has been in effect 
the general arguments in favor of its continuance have been of an economic na- 
ture. The proponents have effectively demonstrated that a general lowering of 
trade barriers, both in the United States and throughout the world, have re- 
sulted in higher levels of trade, expanding economic opportunities, and higher 
living standards. This has been particularly true in the United States, and in 
each extension of the Trade Agreements Act it has been emphasized that such 
extension was in the purely selfish interests of our own country. 

Since the last extension in 1955, however, three very important things have 
happened. First, the Soviet Union has embarked on an extensive program of 
economic penetration in all areas of the world. This penetration has been 
characterized by offers of long-term trade contracts, capital investment, and 
technical assistance. While they have apparently not yet begun to conduct 
preclusive buying, we may be sure that this is in their arsenal for future use. 
The United States is faced with the challenge that a considerable part of the 
world may be led to accept not only the Russian offers but the political penetra- 
tion which is sure to follow. 

The second new element in the issue this year is the European Common Mar- 
ket made up of Germany, France, Italy, the Netherlands, Belgium, and Luxem- 
bourg. These 6 countries have, of course, agreed by solemn treaty to eliminate 
all tariffs and quotas among themselves within a period of 12 to 15 years. They 
will establish as an external tariff the average of the tariff rates presently in 
force. The problem before the United States is whether the average tariff level 
can be reduced so that the United States goods may maintain their markets with- 
in the 6 countries in spite of competition from European goods moving freely 
within the area of the 6. This, however, is only part of the problem. 

United States trade with the Common Market Community represents 12 per- 
cent of all exports. The higher living standards and increased economic activity 
likely to be generated by the large free market area of 150 million people offer 
the United States, in the long run, vastly larger opportunities than we have had 
in the past. This can be true only if our mutual tariffs are reduced. Finally, 
there is the question of the orientation of Europe under this new integration. 
Will it turn inward upon itself or outward toward the United States and the 
rest of the world? The direction of that orientation will depend in large part 
upon the kind of a trade policy we maintain. 

The third new element is the current recession in the United States. In the 
latter part of 1957 and early 1958 our exports have fallen substantially. This 
has been a key factor in our current slow-up. It would be the height of folly 
to enact legislation which would further contract our exports by limiting our 
imports. This is what happened in 1930, when we passed the highest tariff act 
in our history and intensified the depression we were already in. We cannot 
afford to make such a mistake again. 
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For the reasons here indicated I wish to urge the committee to approve H. R. 
10368 for the full term of 5 years and with tariff reducing authority of 25 
percent. Nothing less will do. 

THOMAS B. McCapsr, President. 


AMSINCK SONNE Corp., 
New York, N. Y., June 25, 1958. 
Hon. Harry F. Byrp, 

Chairman, Senate Finance Committee, 


Washington, D. C. 


STATEMENT IN Support or H. R. 12591, TraprE AGREEMENT EXTENSION ACT OF 
1958, AND OF A LIBERAL FOREIGN TRADE PoLiIcy IN GENERAL 


This statement is respectfully submitted on behalf of the undersigned affili- 

ated corporations: 

Amsinek Sonne Corp., 

American Trading Co., Inc., 

Gillespie & Company of New York, Inc., 
all of No. 96 Wall Street, New York, N. Y. 

We (the undersigned corporations or their immediate predecessor corpo- 
rations) have been engaged in foreign trade since well before the beginning of 
this century; in fact, one, American Trading Co., Inc., had the good fortune of 
celebrating its 100th anniversary in 1957. 

The dollar volume of trade of the undersigned in 1957 was over $50 million. 
Approximately 300 persons employed by us are dependent for their livelihood on 
the activities and the prosperity of the undersigned corporations. Our im- 
mediate, and if you wish, selfish interest in a flourishing foreign trade there- 
fore needs no emphasis. Moreover, our active business relations over these 
many decades with practically all parts of the inhabited world have given us 
ample opportunity to realize the vital importance of an active and successful 
foreign trade in the development of friendly relations between peoples. We 
are firmly convinced that nothing contributes so much to this development as 
does foreign trade where both parties hope to, and actually do, gain naturally 
mutual advantages. 

We, the undersigned, for many years concentrated largely on export trade, 
but some years ago we became convinced that such one-sided business cannot in 
the long run remain viable and we made determined efforts to develop the im- 
port side of our business. By much work and the assumption of risks, which 
then seemed unfamiliar to us, we have succeeded in building up considerably 
the volume of our imports. We have found many types of imports welcomed 
here and readily accepted at present domestic price levels. Our experience has 
been that as the result of import activity our prestige and business vantage point 
have been considerably enhanced in those countries from which we import, and 
this in turn has been reflected in our ever-increasing volume of exports. 

While, as you realize, the ratio of foreign trade to the gross national product 
is a very large one in most of the countries with whom we conduct foreign trade, 
this ratio in the United States is comparatively small, seeing that imports 
amount to approximately $12 billion, and exports to about $20 billion, as against 
our gross national product of around $480 billion. The fact that exports are 
close to double the amount of imports shows the urgent necessity of increasing 
the latter, and the very small percentage of imports in relation to gross national 
product (about 3 percent) would tend to show that imports can be increased 
without adversely affecting the national economy as a whole. 

The steadily growing productivity of our farms and industries will make it 
increasingly desirable, and in fact necessary, in spite of the growth of our 
own population, to export more and more of our goods if we want to produce 
profitably. In order to sustain such an increasing volume of exports it will 
become necessary to increase imports by buying not only such goods as cannot 
be or are not grown or manutactured in this country, but also goods, agricul- 
tural as well as manufactured, which are grown and manufactured abroad more 
cheaply or better than in our own country. 

We especially urge approval of the 5-year extension of the act provided in the 
House bill 12591, since obviously the granting of a longer period within which 
the President can use his authority to negotiate new liberalized tariffs will 
mace the administration in a better position to encourage expansion of export 
and import trade. 
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In this connection we note that the proposed strengthening of existing safe- 
guards for domestic industry by giving the President power to raise tariffs 50 
percent above those prevailing in 1934 seems to run countercurrent to a policy 
of liberalizing tariffs. Perhaps, in lieu of this clause, provision should be made 
whereby an industry, firm, organization, or individual, which could prove an 
actual injury, could appeal to the Tariff Commission for relief, and such relief 
in deserving instances would be given in the form of indemnification by grants, 
loans, and technical assistance over a limited period of time in order that the 
firm or industry could diversify its products and shift its productive capacity 
to more prosperous lines. 

AMSINCK SONNE CorpP., 
By N. L. H. Roester, President. 

AMERICAN TRADING Co., INC., 
By R. A. Herronimus, President. 

GILLESPIE & COMPANY OF NEW York, INC., 
By FRED BruMMeRr, President. 


STATEMENT OF MINNEAPOLIS CHAMBER OF COMMERCE REGARDING EXTENSION OF 
TRADE AGREEMENTS ACT 


It is a rare occasion when an association can speak for such a large percent- 
age of its membership as can the Minneapolis Chamber of Commerce in the 
matter here under consideration. In a wide expression from our membership, 
there has been nearly 100 percent approval of the 5-year extension of the Trade 
Agreements Act. 

Minnesota in general and Minneapolis in particular have a great stake in world 
trade. In 1957, over 250 Minnesota firms exported in excess of $50 million 
worth of inerchandise to 40 countries. Some 25,000 families in Minneapolis and 
over 50,000 families in Minnesota depend on imports and exports for their live- 
lihood. In addition to over $50 million in export business, it is estimated that 
Minneapolis industry imports some $25 million in raw and finished products. 
These figures, as impressive as they are, do not reflect the indirect exports. For 
example, a battery manufactured in Minneapolis and installed in the 1 out of 
10 Minneapolis Moline tractors which finds it way to some far-off point on 
the globe. 

In January 1958, over 131,000 or about 63 percent of the total number of 
Minnesota workers of manufacturing industries were employed in the major 
industries producing goods which the United States exports in greater quan- 
tities than it imports. 

Over one-fifth of Minnesota’s income is from agriculture and the farmer can 
by no means ignore this issue. Products of an estimated 60 million acres of 
farmland are sold abroad each year. This means that vast quantities of food- 
stuffs are taken off of the American market, where there is already a surplus, 
and supplies the requirements of nations abroad. 

Foreign trade is a two-way street. For Archer Daniels Midland, one of our 
members, the two-way street works this way: Wheat for India, and whale oil 
from Peru; coconut oil from the East Indies and soybean oil for Norway; 
chemicals and foundry supplies from Spain and Italy and resins for the Congo. 
Mr. T. L. Daniels, their president, recently stated that, “foreign trade is vital 
to Archer Daniels Midland with its 150 plants and elevators scattered through- 
out the United States, and to our employees and our farm suppliers. From 
abroad we must obtain the materials which we cannot produce as economically 
in this country and must sell abroad the products of our factories and the 
produce of our farms. In a sense, we are the salesmen for the American farm- 
ers and workers.” 

Harry Bullis, chairman of the board of General Mills, recently stated that 
General Mills exports flour throughout the world to some 90 countries. Live- 
stock feeds are exported to Mexico, Central America, Cuba, Dominican Re- 
public, Venezuela. Trinidad, Netherlands West Indies, Jamaica, El Salvalor, 
British West Indies, Puerto Rico, Hawaii, and Alaska. 

In connection with the European Common Market which has already become 
a reality in January 1, 1958, Mr. A. B. Sparboe, a spokesman for Minneapolis 
industry, had this to say: “United States exports to the six European Common 
Market countries are running about $3 billion a year. Our private direct in- 
vestment in these countries already totals over $1%4 million with new direct 
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investments (excluding reinvestment) taking place at an annual rate of about 
250 million. A threat of being shut out of traditional European markets by 
high tariffs is of acute concern to United States businessmen.” 

Our people have a firm grasp of world affairs and the special place this 
country has been given in the shaping of world destiny. With some of the great 
nations of Europe moving toward freer trade and elimination of trade barriers 
they fail to see how an intelligent Congress could possibly cast the United 
States in the role of a protectionist, isolationist country, unable and afraid to 
compete in world markets. 

This country has for many years pointed with pride to the free trade between 
States, and we have said, in so many words to the Old World, ‘This is how to 
do it; this the way to prosper and to raise your standard of living.” Were we 
to tighten our trade policy at this point it would be an about-face admission 
that we were wrong, that the way to maintain full employment, prosperity, and 
a high standard of living is not free trade but more rigid trade restrictions and 
higher tariff walls. 

We feel strongly that the course which will be for the good of America is 
clearly defined in this issue. We urge the Senate of the United States to extend 
the Trade Agreements Act for 5 years without crippling amendments. 





STATEMENT OF ToBAcco ASSOCIATES, INC., SUBMITTED BY J. B. HUTSON, 
PRESIDENT, WASHINGTON, D. C. 


Within the past 4 months Tobacco Associates has held two meetings at which 
the reciprocal-trade-agreements programs have been discussed. The first of 
these meetings, which was held in Raleigh, N. C., on March 4, 1958, was the 
annual meeting of the voting membership. This meeting was attended by around 
400 leaders who represent about 400,000 tobacco growers in the States of Vir- 
ginia, North and South Carolina, Georgia, Florida, and Alabama, over 100 cor- 
porations engaged in the exportation of United States tobacco, and the auction 
warehousemen, fertilizer manufacturers, merchants, and bankers in the flue- 
cured-tobacco-producing States. 

A considerable part of the time at this meeting was devoted to a discussion of 
the progress of our trade-agreements program. At this meeting the following 
resolution was adopted unanimously : 

“Whereas the flue-cured-tobacco farmers of the United States depend on for- 
eign markets to utilize about one-third of their normal production; and 

“Whereas the amount of United States flue-cured tobacco which can be sold in 
foreign markets is often limited by the ability of our foreign customers to obtain 
the necessary dollar exchange to purchase their requirements; and 

“Whereas the foreign-trade policies of the United States have a direct effect 
on the availability of dollar exchange in most foreign countries; and 

“Whereas the reciprocal-trade-agreements program of the United States for 
the past quarter of a century has been one of the most important parts of our 
foreign-trade policy and during this time has provided world leadership in the 
establishment of fair and equitable foreign-trade rules and procedures; and 

“Whereas the legislative authority for the operation of the reciprocal-trade- 
agreements program is scheduled to expire on June 30, 1958; and 

“Whereas the United States Congress is now considering a bill, H. R. 10368, 
which would extend such authority for an additional 5-year period: Now, there- 
fore, be it 

“Resolved, That we, the membership of Tobacco Associates, Inc., representing 
the producers, warehousemen, and leaf exporters of flue-cured tobacco, and the 
bankers, merchants, and fertilizer manufacturers in the flue-cured-producing 
area, do hereby recommend and urge the Members of Congress to enact such 
legislation as is provided in H. R. 10368.” 

On April 14, 1958, also in Raleigh, N. C., the second meeting was held for the 
express purpose of bringing to the attention of the public the importance and 
necessity of continuing the trade-agreements nrogram. 

The general consensus at this meeting was thst a continuation of our reciprocal- 
trade-agreements program was not only of tremendous importance to the future 
well-being of United States tobacco producers and exporters, but also from the 
standpoint of promoting a high level and healthy international trade and that 
such a level of international trade is imperative if the free world is ultimately 
to win in its struggle with communism. 
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We, therefore, respectfully urge the membership of the Senate Finance Com- 
mittee, as well as that of the Senate, not only from the interests of the United 
States tobacco-producing and exporting industry, but for the general welfare 
and well-being of all citizenry of the United States and the world, to enact a 
Trade Agreements Extension Act which will permit a continuation of our recip- 
rocal-trade-agreements program for a 5-year period. Such legislation is provided 
in the House-passed bill, H. R. 12591. 





STATEMENT OF ERNEST FALK FOR THE UNITED STATES NATIONAL Fruit Export 
CounciL, RE TRADE AGREEMENTS Act OF 1958 


This statement is submitted on behalf of 11 organizations representing the 
major part of the fruit industry of the United States. 

The council membership includes the California Grape and Tree Fruit League, 
the California citrus industry organization, which includes Sunkist Growers, 
Inc., American National Growers Corp., and Pure Gold; the Canners League 
of California; the Dried Fruit Association of California; the Northwest Horti- 
cultural Council; the Northwest Canners and Freezers Association; the Texas 
Citrus Growers and Shippers Association; the Florida Citrus Mutual; the 
Florida Canners Association; the International Apple Association; and the 
National Apple Institute. 

More than 80,000 growers are represented in this membership, in addition 
to our shippers and processors; the acreage in orchards and vineyards is ap- 
proximately 3 million, with an aggregate annual production averaging nearly 
17 million tons of fruit. The farm value of our crops is estimated at $1.2 billion, 
and a retail value after packing, storing, processing, transportation and dis- 
tribution, of near $4 billion. Every part of this industry is directly or indirectly 
concerned and affected by our foreign trade situation. 

In so widespread and diverse an industry, naturally we have a range of views 
and opinions on many problems. But we are up against one overriding problem 
in foreign trade. We have joined together to ask the committee and the Congress 
to consider and act upon it. 

We are agreed in support of the extension of the Trade Agreement Act, not 
because we are satisfied with the way it has been administered in respect to our 
fruit problems, but because we believe it can be made to work, and it is urgently 
important to us that it be made to work. We ask your help through an opera- 
tional amendment for that purpose. 

Our overriding problem is to obtain removal of discriminatory trade restric- 
tions still maintained against American fruits and their products, by the gov- 
ernments of countries which are important markets in the fruit trade of the 
world. 

We seek an opportunity to compete in the world fruit markets equal to that 
afforded other exporting nations. We are entitled to this under the theory of 
reciprocal trade enunciated in the “most favored nation” and “GATT.” That 
we have been discriminated against has been recognized many times by this 
committee and other committees of the Senate and the House. For example, see 
sheet A hereto attached. Despite statements in committee reports and efforts 
by our Government, these discriminatory trade barriers are still maintained. 
It is now apparent that these discriminations will not be removed at the request 
of our Government but only by a display of force to show that the United States 
Government and, especially, the Congress means business. We propose an 
operational amendment which can have this effect. It does not change the 
principles of the Trade Agreements Act but merely provides a vehicle to assure 
compliance by other countries with their obligations. 

Not many commodities have a longer history than fruits as objects of com- 
merce between peoples and nations. United States fruits are no newcomers 
to this trade. We have imported and exported from the beginning. Our first 
Ambassadors to London introduced American apples there, and trade developed 
from the orchards of Virginia, of New England, New York, and the other 
eastern States, and later, the Pacific Northwest. Apples from trees planted 
by Johnny Appleseed were barged down the Ohio and the Mississippi to New 
Orleans, thence in sailing vessels to France. As our production in fruits in- 
creased, in California, Arizona, Florida, Texas—oranges, lemons, grapefruit, 
peaches, pears, plums, grapes, apricots, and others, offered as fresh fruit and 
in many processed forms—exports to foreign markets became an integral part 
of the industry’s normal commerce. 
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In the 5 years between 1934 and the outbreak of war in Europe in 1939, fruits 
and fruit products held first place among American food exports. Following 
the war, during the period of financial crisis as the war-torn countries struggled 
to restore themselves, fruit shipments were held to token amounts or pro- 
hibited altogether. This began the quantitative controls and restrictions which 
are still obstructing our commerce in fruits today. 

Qvery year, our Government has to get permission for American fruit to 
enter, if at all, in limited quantity or value, for a limited marketing period, by 
negotiating for it. Then such things as these happen: 

We may be denied access while others are allowed to enter. Other sources 
may be granted an open general license, while we get a tight quota, and 
shorter or less favorable periods of entry. Negotiations are dragged on and 
on, decisions and announcements are frustratingly delayed, while the season 
slips past and others enjoy the short-supplied market. 

After advocating and supporting the principles of reciprocal trade down 
through the years, this is where we are. 

The fault is not in the purposes and intent of the act, but in its enforcement, 
the conduct of the program, and the refusal of some of our friends abroad to 
comply with their obligations as long as it seems expedient not to do so. 

As you must recognize, this is not something we can fight out on our own. 
We have asked and have been given the help of the Congress, repeatedly and 
in various ways. Senate committee reports, upon previous extensions of the 
act in 1951 and 1955, have emphasized our problem and called upon the re- 
sponsible officials in the executive branch to take appropriate action under 
existing authority. 

Some progress has been made, yes. Sheet B attached is a tabulation showing 
the controls presently in effect, according to degree of severity. 

It shows that the toughest problems remain, and they are in the biggest 
markets. These have not yielded to the efforts made to date. 

Therefore, we are now asking that you equip the executive branch with 
the additional force of law necessary to bring an end to these discriminatory 
practices. 

To do so effectively, the action must fit the peculiarities of fruit production 
and flow to market, because the time factor is so often decisive. 

The crop is annual, but production is possible only in terms of decades. 
Then the seasonality and perishability of the crop cause the market to be 
exceptionally sensitive to balance or change in conditions from week to week, 
and day to day. 

Most of the fruit we enjoy, and take for granted that we will find in the market, 
is there because of judgment made and risk begun with investment and labor, 
10, 20, or 30 or more years ago, and maintained unbroken ever since. 

A newly planted tree or vine must be expensively tended for years before it 
comes into bearing, and the bearing tree must be tended whether good crop or 
poor, whether good market or not. 

Ours are not crops that can be taken in or out from year to year. They vary 
with the weather and other growing conditions, as has been painfully shown this 
season in various parts of the country. They require an annual investment in 
labor and materials and other direct costs which runs to a high percentage of the 
value of the land itself. 

The seasons of bloom, growth, maturity and harvest are not open to negotiation. 
They set the timetables for actions which the grower, the packer and the proces- 
sor must have planned and prepared in advance. Harvested fruit has to move 
quickly to market for prompt enjoyment, or be stored properly for later move- 
ment, or processed into one of its many products. Even though the latter will 
keep a longer time, nevertheless the business decisions and actions which result 
in their being available have to be made seasonally. 

We do not know of any article in international commerce more vulnerable than 
perishables to delay, interference, and arbitrary unbalance of competition. 

The effects upon the importing market were well summarized in the conelusions 
of a special study made for the British Parliament on the marketing of horti- 
cultural products. Referring particularly to import problems in apples and 
pears, the report declared that the prolonged use of quantitive restrictions tends 
to produce an ossification of the trade * * * that the fear of changes in quotas 
inhibits producers and distributors from planning ahead * * * that importers 
must develop their trade ties with sources where opportunity exists for con- 
tinuity of business. 
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Add discrimination to that, in any country—of holding American fruits to 
an arbitrary disadvantage as compared with those from other sources—and 
you have the crux of our problem. 

Why, then, do these things persist? 

We say that under our trade agreements we are entitled to a fair shake, an 
even chance at the business, and to be able to depend on having that chance. The 
rest is up to us, on the competitive attractiveness of our offerings and our ability 
to service the trade. 

The chance is denied because bad habits, once established, are not easily shed. 
Strong interests and influences have become attached to these conditions. The 
postponement of trade-agreement obligations has permitted temporary practices 
to gain a foothold. 

We cannot expect that discriminatory barriers will be given up and reciprocal 
agreements to regulate this trade restored, if we simply put it as a favor due 
us under past promises. 

We believe the solutions will come when, and only when, the United States 
makes it abundantly clear that discriminatoray practices have run their course 
and must be ended. 

The act says what to do about discrimination. It says (sec. 350 (a) (4)) the 
President shall, as soon as practicable, suspend the benefits of our multilateral 
concessions on articles of the offending country. Our members have been taking 
a look at this provision. It serves as a strong deterrent, and can be used as a 
prompt corrective against an outbreak. 

Against existing practices which have been allowed to gain a foothold, its use 
becomes a very serious thing, indeed. Perhaps that is our difficulty—that foreign 
governments have been counting on hesitancy by our Government to take such a 
step, and the step has not been taken. 

We recognize its seriousness. Our problem is also serious. 
provision for suspension to be used, if necessary. 

It need not be used abruptly. We are not interested in penalty to no avail, but 
in results. 

These may not be accomplished in one stroke. If interim arrangements are 
requested in good faith to help the transition, each one should be a positive, 
progressive step toward the goal, and not a further postponement. 

To that end, we ask your consideration of an amendment to the following 
effect : 

“The President shall, with respect to any country which has imposed import 
restrictions which discriminate against American commerce in perishable, sea- 
sonal agricultural commodities or their products, take prompt action for the 
purpose of obtaining removal of such restrictions and, until the removal of such 
restrictions is complete, the President may, as an alternative to the suspension 
provided for in section 350 (a) (4), enter into temporary arrangements in timely 
advance of the seasons of such commodities which will facilitate the earliest 
accomplishment of that purpose. 

“The President shall report annually to the Congress the particulars of action 
taken under this provision, and shall itemize any such restrictions remaining, 
with explanation therefor.” 

Mr. Chairman, this is intended as a constructive addition entirely in accord 
With the principles, the stated purposes, and the enforcement provisions of 
the act. 

We believe it fills a gap and enables the Congress to keep an eye on what 
happens. We ask that it be made this explicit, for the reasons given. 

As you know, our commodities are not price supported. The market we depend 
upon includes the foreign part of the demand for our production. The Govern- 
ment is not in the fruit business; it owns no stocks of fruits. Our production 
has not been inflated. 

We are asking here for your help in obtaining fair and equitable access te 
foreign markets which are supposed to be opened to us. 

In that context, we support the extension of the act, and depend upon its opera- 
tion to achieve that end. 


We expect the 
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Citations from 1951, 1955, and 1956 committee reports: 
(1) Trade Agreements Extension Act of 1951 (Senate 
Calendar 279, Rept. 299, April 27, 1951) : 


amt, 


Finance Committee, 


“Testimony before the committee as to our perennial fruit crops has indi- 


cated difficulties encountered by exporters of these crops in regaining access 


to the importing countries in Europe which in the past furnished an integral 
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and important part of our growers’ markets. Your committee, therefore, feels 
justified in urging the appropriate agencies of this Government to take steps 
under presently available authority and procedures to bring about the restora- 
tion of the foreign markets of these exporters.” 

(2) Trade Agreements Extension Act of 1955 (Senate Calendar 242, Rept. 
232, April 28, 1955) : 

“An amendment was offered by Senator Smathers which would require the 
State Department to take positive action to protect exports of agricultural 
products from discriminatory practices engaged in by countries with which the 
United States has entered into reciprocal-trade agreements. The amendment 
was withdrawn when it was agreed by the committee that it would be more 
appropriate for a statement to be made in the report expressing the wish of 
the committee that responsible officials in the executive branch of the Govern- 
ment make a full investigation and take appropriate action.” 

(3) Amendments to Public Law 480 (Senate Calendar 2313, Rept. 2290, June 
22, 1956) : 

“Throughout its extensive hearings on agricultural legislation relating to the 
export of agricultural products, the committee has been impressed by the num- 
ber of instances in which export markets for fruit and fruit products have been 
restricted by the actions of foreign governments. * * * 

“Because of the special needs of this industry for assistance in solving its 
export marketing problems, the committee recommends that its sales under 
title I be exempt from the cargo-preference laws and, further, that special 
efforts be put forth by the appropriate agencies of this Government under pres- 
ently available authority and procedures to minimize and overcome such barriers 
to fruit exports and, particularly, to provide continuing commercial arrange- 
ments in order to remove the present uncertainties arising from annual nego- 
tiations. * * *” 
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Import and exchange controls for fruits in specific countries 
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Note.—United States exports of these products to the countries listed comprise 95 percent of the total 
value of such exports during the period 1954-56, 
Symbols: 
*—Applies to less than the total number of items in the category. 
1—Imports permitted without restriction. 
2—Imports permitted under minor restriction; i. e., import or exchange license required, modest 
exchange premium or liberal licensing. 
3—Import permitted under significant restriction; i. e., quantitative limitation, seasonal closed 
period or high exchange premium. 
4—Import permitted under severe restriction; i. e., sporadic quotas and exchange allocations and 
special taxes or fees imposed. 
5—Import prohibited. 
Controls effective as of January 1958. 


Source: U. S. Department of Agriculture, Foreign Agricultural Service. 
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STATEMENT FOR A NATIONAL TRADE POLICY ON THE 5-YEAR EXTENSION OF THE 
TRADE AGREEMENTS AcT BY STANLEY Resor, CHAIRMAN, J. WALTER THOMPSON 
Co. 


1. International trade can make its maximum contribution to peace and pros- 
perity in America and the rest of the world only through a properly balanced 
growth of exports, imports, and investments. 

2. While international trade represents only a small proportion of our national 
income, we must not ignore the fact that for many countries this trade is actually 
the means of survival. They must export to pay for indispensable imports or 
they cannot live, let alone having a decent standard of living. Great Britain, 
Norway, Sweden, Holland, Denmark, Belgium, Japan, and even Canada all fall 
in this class. If a high level of international trade is essential to a prosperous 
and balanced economy in the United States, where our exports over a long period 
account for roughly 7 percent of our national income, it is obviously far more 
essential to these countries in which exports account for from 20 percent to over 
60 percent of national income. 

3. It should be obvious, since other countries must finally pay us in dollars for 
our exports of goods, services, and capital, that the dollar volume of our imports 
must equal that of our exports. Our national policies should be directed toward 
this realistic balance. 

4. For two centuries we have been steeped in the misleading and false concept 
of a “favorable balance of trade.” There never has been and never will be any 
“favorable balance of trade” until balance means what the word “balance” 
actually says—that imports equal exports. From the standpoint of any national 
economy, the only justification for exports is to pay for imports—otherwise ex- 
ports are given away and not paid for, to the detriment of the domestic economy. 
The only way to attain this balance is through consistent and continuous long- 
range policies and planning. A long-term extension of the Reciprocal Trade 
Agreements Act is the best means of approaching this objective. 

5. Without a definite trade policy reaching over a reasonably long period of 
time there can be no long-term planning On Our Own part or on the part of 
friendly nations who desire to cooperate with us on the reduction of trade bar- 
riers and costly restrictions. 

6. Curtailment of two-way trade is not the path to prosperity and peace but 
the road to mutual impoverishment, friction, and retaliation. 

7. While it is our official international intention to remove restrictions to 
trade, and we are constantly urging other countries to do so, we have so far 
failed by a very wide margin to practice what we preach. Other countries in- 
terpret this failure as bad faith, arbitrariness, and dollar imperialism. Our 
more generous friends attribute it to economic and political immaturity. 

8. As a result of our past shifting and constantly revised basic Trade Agree- 
ments Acts and special legislation, other nations are suspicious and frustrated. 
Neither their commercial interests nor their governments have any basis for 
planning or stable policies. The result is often retailiatory action which harms 
all interests. Other nations cannot follow us if we ourselves do not know where 
we are going and if we multiply restrictions while urging others to eliminate 
them or “change the rules” unilaterally. 

9. If the division of the world into two ideological blocs is unavoidable, as it 
seems to be, it is even more urgent that we do everything possible to conduct 
our trade with the free countries along unrestricted and mutually advantageous 
lines. Any other course only forces our allies and friends to seek more trade 
with Russia and its satellites. The record is replete with examples already. 
The trade agreements program is a powerful instrument for protecting and 
strengthening the free world in its struggle against Communist infiltration and 
domination. Because of its importance in the free world the United States is 
the only nation which can exercise leadership in the removal of restrictions and 
the expansion of international trade on sound lines. Confidence and mutual 
fairess among countries, as well as economic soundness, must be the basis of the 
continued expansion of trade. 

10. Now that the Common Market in Europe is developing, to be followed with 
a customs union of far greater extent, it is an absolute necessity that we be in 
a position to negotiate over a period of several years on a foundation of estab- 
lished policy which will inspire confidence and offer a basis for planning both 
for ourselves and for the other nations involved. We cannot gain maximum 
concessions negotiating on the basis of makeshift and annually changing legisla- 
tion. Without long-range policies our negotiators cannot even make firm offers. 
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Other nations likewise hesitate to make reciprocal concessions because they fear 
they will be of very short duration and will be subject to change in a few months, 
to their detriment. 

11. The announced official policies of the United States, whether economic or 
political, international or domestic, have four aims: the establishment and 
maintenance of world peace; elimination of international trade barriers; a high 
and expanding level of income and employment, both at home and abroad; and 
the preservation of individual freedom and our free competitive enterprise sys- 
tem. These announced policies imply and require a long-term basis for mutual 
confidence and long-range planning. A 5-year extension of the Reciprocal Trade 
Agreements Act is certainly a minimum of time for the establishment of any 
stability and mutual confidence in such a complex field as international trade. 

12. I believe that bill H. R. 10368, introduced by Congressman Wilbur D. Mills, 
and companion bills to renew the Reciprocal Trade Agreements Act for a period 
of 5 years will be a sound foundation for the removal of many international trade 
restrictions and the healthy expansion of two-way trade. I believe its escape 
clause and other provisions offer more than adequate protection against any 
legitimate hardships. I believe that an extension of the act for any period of 
less than 5 years would prove entirely inadequate in attaining our announceu 
international trade objectives. I believe the passage of this legislation and our 
wholehearted participation in GATT the minimum and necessary basis for main- 
taining our position of leadership in the free world, reducing handicaps to con- 
tinued economic growth at home and abroad, and securing confidence among 
other nations that our announced intentions and our practices agree. 

February 21, 1958. 


W. R. Grace & Co., 
OFFICE OF THE PRESIDENT, 
New York, N.Y., July 2, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 


DEAR SENATOR Byrp: I wish to take this opportunity to express to you the 
strong conviction of our company that the national interest of the United States 
will be well served by the renewal of the Trade Agreements Act. 

We have consistently supported the reciprocal trade program in the firm belief 
that it is essential to the continued growth and stability of the foreign trade of 
the United States. This is particularly true with respect to our commercial 
relations with the rapidly developing countries of Latin America. 

Our views are based on experience. W. R. Grace & Co. has been engaged in 
manufacturing, transportation, and trade with the Latin American countries for 
over a century. This long and rewarding association has caused us to realize 
that increasing foreign trade is vital to the economic strength and prosperity of 
the United States. 

As approximately one-half of our assets are located within the continental 
United States, essentially in the field of chemical manufacturing, and most of the 
remainder are in Latin America and ocean transportation, we feel that we can 
fairly appraise all of the implications of this issue. 

For the United States the reciprocal trade program has been of immeasurable 
benefit in providing markets for our industrial and agricultural production, em- 
ployment for millions of American workers and cargo to maintain the American 
merchant marine. By helping to establish a more stable United States trade policy 
it has assured worldwide markets for the products of our domestic industry and 
agriculture. 

With respect to Latin America our program has for 24 consecutive years 
provided these friendly countries with what they need most of all—the assur- 
ance of a stable trade policy on the part of the United States. It has protected 
their markets for the minerals and commodities which they sell to us against 
sudden disruption caused by unanticipated tariff changes. In short, it has 
enabled them to plan their economic development with the assurance that 
their source of dollar revenue, provided by trade with the United States, would 
not be quickly cut off or reduced. 

The importance to our people of our inter-American trade should never be 
underestimated. Last year our total 2-way trade amounted to over $8 billion. 
Latin America bought 25 percent of our total exports and supplied us with 
approximately 30 percent of all our imports. Our exports to this dynamic 
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area of the world have increased from $2.7 billion in 1950 to $4.6 billion in 
1957. This vital trade with Latin America has an additional advantage to 
our American industries since virtually every dollar the United States spends 
in Latin America for strategic raw materials and commodities returns to the 
United States through Latin American purchases of our machinery and con- 
sumer goods. 

Furthermore, during the period of the reciprocal trade program, the United 
States has been able to increase significantly its share of the market in Latin 
America. For example, in 1937 the United States had 35 percent of Peru’s 
import market. By 1956 we had increased our share to 50 percent. In Chile, 
the United States increased its share of the import market from 29 percent 
in 1936 to 46 percent in 1956. However, during the past 2 years, as a result 
of increasing European competition, there has been a tendency for the United 
States share of the market to decrease. In addition, as is well known, as 
part of their economic war on the United States, the Soviets are making 
vigorous efforts to penetrate Latin America through the device of barter deals 
and tempting trade arrangements. The Latin American countries are heavily 
dependent upon the United States for trade which provides their livelihood 
and unless we give them some assurance of a continued stable trade policy they 
will be placed in the position of having to take seriously the Soviet offers in 
order to secure the trade outlets which they require. 

As a matter of fact, the figures show that this process is already attaining 
substantial proportions. In the year 1952 Latin American exports to the 
Soviet bloc amounted to $21 million. $v 1956 they had increased to $180 
million, representing an increase of 757 percent. In 1952 Latin American 
imports from the Soviet bloc amounted to $25 million. In 1956 they had in- 
creased to $146 million, an increase of 484 percent. The total trade turnover, 
therefore, between Latin America and the Soviet bloe was $46 million in 
1952 and $326 million in 1956, representing an increase of 609 percent. 

Apart from the relatively small amounts of foreign aid which we are 
now providing to Bolivia and Haiti, Latin America does not receive, nor does 
it ask, grant aid from the United States. What these countries do want is 
to pay their own way through trade. They are receiving encouraging loan 
assistance from the Export-Import Bank and from the World Bank, but un- 
less they can trade under reasonably stable tariff conditions their entire eco- 
nomic development and the repayment of their loans will be seriously jeop- 
ardized. 

Latin America is a major supplier of many strategic raw materials which 
our industries require in times of peace and war. Latin America’s overall 
economic development is progressing at a record level of 4.4 percent a year, 
which means ever-widening markets for American exports to this area. 

It is our firm conviction that the reciprocal trade program has been the 
major stabilizing factor in developing our trade and protecting our markets 
in the countries of Latin America. It has assured our access to their strategic 
raw materials and has promoted their own economic development and prosperity 
which redounds in turn to our benefit. In our judgment it is the best piece of 
machinery devised to accomplish these purposes. 

Our 100-year-old experience in trade and industry in North and South Amer- 
ica has convinced us of the vital importance of the extension of the reciprocal 
trade program to the preservation of the United States economic and political 
relations with Latin America. We are convinced, furthermore, that the ma- 
jority of the arguments which we have put forth apply just as forcibly to the 
maintenance of our economic and political relationship with the rest of the 
world as they do to Latin America. 

It is our firm belief that it is a matter of self-interest, and even self-preserva- 
tion, that this very vital and beneficial program be extended through the 
renewal of the Trade Agreements Act and we urge the passage of H. R. 12591 
bill in its present form. 

We have made wonderful progress in the field of foreign trade. Let us by 
all means continue and, if at all possible, accelerate the progress that has 
been made. 

It would be appreciated if you could insert this communication in the record 
of your hearings on the Trade Agreements Act. 

Sincerely, 


PETER GRACE. 
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STATEMENT OF THE NATIONAL GRANGE ON EXTENSION OF THE RECIPROCAL TRADE 
AGREEMENTS ACT BY JOSEPH PARKER, LEGISLATIVE COUNSEL 


The record of the National Grange for its support of measures to expand ‘inter- 
national trade is well known. Since the enactment of the Reciprocal Trade 
Agreements Act in 1934, the Grange has consistently supported the principle and 
efforts to expand foreign markets and world trade through the mechanism of 
trade agreements under which tariffs and other barriers to trade may be re- 
duced or eliminated on a reciprocal basis thereby providing greater access to 
the markets of the world. 

The Grange believes that regardless of the successes achieved or failures en- 
countered to date we must continue our efforts to expand trade on a reciprocal 
basis. American farmers have a tremendous stake in seeing to it that the 
United States adopts and follows sound economic trade policies which will 
provide a basis for a constantly expanding level of world trade. It must be 
recognized, however, that there are compelling reasons for our looking with 
considerable concern on any attempt to remove recklessly or inconsiderately 
certain tariffs or regulatory measures which have been compelled by circum- 
stances which necessarily reflect basic and fundamental differences in the eco- 
nomic and political structures of different countries. If we are to make real 
and continued progress in the direction of greater trade and freer movement 
of goods and services we must be willing to take cognizance of the real and 
substantial factors which underlie the seeming cconflict between measures which 
are designed to afford a degree of protection to our domestic economy and 
those having the general objective of freer trade. Unless we recognize these 
basic underlying factors and make provision to compensate for them until 
such time as appropriate adjustments may be made, the entire reciprocal trade 
concept may be placed in jeopardy. It is essential, therefore, that the removal 
of tariffs and other protective devices which have been established by virtually 
all countries to afford a measure of economic balance or for internal security 
purposes—even though such removal is in the declared interests of expanding 
trade and improving economic opportunities for the vast majority of the people 
everywhere—must be carried out or pursued with caution, deliberation, and 
understanding. The speed with which existing structures may be disrupted is 
a matter of vast importance and the utmost concern to individuals or groups of 
individuals who are directly affected by such action. Time and perhaps in 
some cases compensation in some form should be provided to prevent injuries 
to the few by policies which are adopted and used for the benefit of the many. 
These are factors which have made and will continue to make real progress 
toward expanding world trade difficult. 

Much of the conflict revolving around our trade-agreements program does 
not stem from basic disagreement with the concept of expanding trade by 
bringing about mutually beneficial reductions in tariffs and import restrictions 
on a reciprocal basis. Instead the greatest controversy involves the means em- 
ployed to achieve the ultimate objective and the administration of the measures 
employed. Complaints come from progressively widening sources that segments 
of our domestic economy which require some protection against unfair or in- 
jurious competition from imports do not receive adequate consideration in the 
administration of the Trade Agreements Act. There is much feeling that fully 
justifiable needs for some measures of protection to safeguard the well-being 
of our domestic economy are receiving insufficient consideration and are being 
subordinated to extraneous and perhaps overvalued diplomatic objectives con- 
trary to the basic guidelines established by the Congress for the administration 
of the act. It must be recognized, we believe, that there is considerable evi- 
dence in support of some of the complaints which indicate that advice to the 
President against injurious tariff reductions and concessions is diluted and 
obscured in a maze of internal administration and in a mass of executive com- 
mittees not primarily concerned with safeguarding our domestic producers 
against injury or constrained by the necessity of a strict adherence to the basic 
policy guidelines established by the Congress. 

We believe, therefore, that greater efforts must be made to assure a proper 
administration and exercise of the trade agreements authority to make certain 
that the purposes as specified in the original Trade Agreements Act and the 
safeguards which have been subsequently established are fully respected and 
given effect. 

However important may have been our gains under the Trade Agreements Act 
to date when measured in terms of dollar exports against dollar imports, the 
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fact remains that many barriers to the import of United States agricultural 
products still exist in many forms even by countries which do not produce such 
products or produce them in very limited amounts. Any extension of the trade 
agreements authority should, we believe, place a high priority upon the removal 
of these barriers to agricultural markets. Although agricultural exports last 
year were at a record level of about $4.7 billion dollars and with the bulk going 
to countries with which we have trade agreements, the fact remains that about 
42 percent of such exports moved under direct Government programs such as 
gifts, barter, Public Law 480, ete. If commodities which move with the assist- 
ance of subsidies are included, the figure would approximate 70 percent. Thus, 
it would seem evident that agriculture is in rather a precarious situation as far 
as foreign agricultural markets are concerned. It is our judgment that there 
are many measures available to promote mutually profitable bilateral and mul- 
tilateral trade more effectively and with less danger of disruption and dislocation 
of our own economy, than by relying almost entirely upon simple and direct re- 
duction in tariffs. This belief again prompts reference to Grange programs 
which would give farmers greater opportunities to increase foreign markets. 

At the 91st annual session of the National Grange, the delegate body adopted 
the following statement on foreign trade policy: 

“It is the recommendation of the committee that the National Grange in con- 
formity with existing policy, should continue its support of efforts to expand 
international trade on a mutually benefiting basis, as was originally contem- 
plated under our trade-agreements program. 

“In the consideration or development of programs having as their objective 
the expansion or implementation of international trade, the committee believes 
that considerable care should be exercised so as to minimize the impact of such 
programs on domestic agriculture and industry and to avoid any weakening of 
our internal economy. In this connection the committee believes it desirable 
for the National Grange to reemphasize the importance of, and the need for, the 
maintenance, effective administration, and strengthening, if necessary, of the 
provisions of section 22 of the Agricultural Adjustment Act of 1933, to protect 
agriculture against excessive imports, and of section 32 of Public Law 5°20, 74th 
Congress, to expand markets for, and increase the consumption of, United 
States agricultural products. This reaffirmance is believed necessary because of 
the efforts which have apparently been made to weaken the effectiveness of these 
basic agricultural laws. 

“Similarly, the committee also recognizes that appropriate procedures are 
also necessary to provide effective relief for products not covered by section 22, 
against excessive import competition. The procedures which are presently 
available should be reexamined to determine their adequacy and they should be 
strengthened where necessary to prevent undue injury. 

“In view of the changing purposes and objectives of our trade-agreements pro- 
gram which have taken place in recent years, with ever-increasing emphasis 
being placed on the granting of trade and tariff concessions as a means of 
strengthening the economies of other nations of the world as a part of our fight 
against communism, the committee believes that careful review and some 
changes are needed in our trade-agreements policy so that no segment of 
American agriculture or industry shall be called upon to bear the entire burden 
of increased imports resulting from such policy. If tariff or trade concessions 
are made to further our foreign policy in the interests of our Nation as a whole, 
then the burden of such a policy should be borne insofar as possible by the Na- 
tion as a whole. It is the belief of the committee that better guidelines and 
controls need to be established by the Congress to assure fairness and equity 
to domestic producers in the carrying out of policies to expand international 
trade and it recommends that the National Grange should endeavor to develop 
and support policies toward that end.” 

The delegate body deemed it necessary to again emphasize the importance 
of section 22 of the Agricultural Adjustment Act and the need for it being 
given full effect to protect agriculture against excessive imports. This reaffirm- 
ance is believed necessary becouse of action taken under the Trade Agreements 
Act which impairs the effectiveness of the Agricultural Adjustment Act which 
was enacted in 1933 by the Congress as a basic protection to agriculture. 
Briefly, section 22 authorizes and directs the imposition by our Government 
under certain specified factual situations of import quotas or import fees to 
protect agricultural programs. In the administration of the Trade Agreements 
Act, representatives of the executive branch of our Government entered into 
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the General Agreement on Tariffs and Trade, generally known as GATT, 
whereby our Government in 1947 and again in 1955 pledged that no quota 
would be instituted or maintained on the importation of any product of any 
other contracting party. At the time this pledge was originally made, quotas 
under section 22 were in effect and subsequently others have had to be put 
into effect. As a result, this Nation was subjected to criticism and charged 
with violation of the terms of our pledge. To ameliorate the situation, repre- 
sentatives of our Government asked for a waiver of the pledge which had 
been given. A waiver was obtained, but only on condition that the United 
States would consult with other nations before taking further action under 
section 22, and would remove existing quotas on all farm products as soon as 
circumstances permitted. A progress report must be made once a year as to 
any quotas which are in effect and explanation must be given of the reasons 
therefor. In addition, the countries signatory to GATT have declared that 
the decision to grant the waiver does not preclude the right of affected contract- 
ing parties to have recourse under another article of GATT. This article pro- 
vides that if no satisfactory solution is arrived at, the question of adjustment 
must be referred to the 35 members signatory to GATT for decision. In our 
judgment, this agreement by representatives of our Government committing the 
United States to a course of action contrary to existing specific provisions of 
law has seriously impaired the effectiveness of section 22 and the resultant 
criticism has not been conducive to the promotion of expanded trade. In 1951, 
section 22 was amended to provide that “No trade agreement or other inter- 
national agreement heretofore or hereafter entered into by the United States 
shall be applied in a manner inconsistent with this section.” It would, there 
fore, appear to be clear that any extension of the Trade Agreements Act at 
this time should reemphasize this prohibition against any agreement in deroga- 
tion of section 22. 

There are, of course, many products of the United States, both agricultural 
and nonagricultural, which do not receive protection under section 22 and 
which may suffer substantial injury from imports unless appropriate measures 
are adopted to give a measure of protection to domestic producers and at the 
same time do equity to the foreign country involved. For example, the “farmers 
of the sea,” tuna fishermen in California, have suffered severely for the last 
several years because nothing has been done to reach a reasonable solution to 
the tuna import problem. In other instances, in which complaints have been 
made of severe injury from imports, such great delays have been encountered 
in the utilization of the remedies provided by the Congress as to aggravate the 
problem and to cause unwarranted injury. Admittedly problems of this kind 
are extremely difficult, but they cannot be swept under the rug. The longer 
effective solutions are delayed the greater the problem becomes. It is our 
belief that improved procedures need to be established to see that the safe- 
guards in the Trade Agreements Act are applied promptly and in a reasonable 
manner. The achievement of this objective may well include a strengthening 
and a greater use of the United States Tariff Commission than has been made 
in the past in the administration of the trade agreements program. 

It is our sincere judgment that the suggestions made herein by the Grange 
would strengthen the reciprocal trade program by creating greater confidence 
in those who feel that the administration of the program has been one-sided. 

As difficult as the assignment may be, we believe that we must constantly 
continue our efforts to expand trade with our friends abroad on a reciprocal 
and mutually benefiting basis. We must fight against economic warfare con- 
ducted through import restrictions but at the same time we must also protect 
ourselves against economic aggression which might result from the existence 
of excessive dispartity in the factors of production. 





STATEMENT OF THE INSTITUTE OF AMERICAN POULTRY INDUSTRIES ON EXTENSION 
OF THE RECIPROCAL TRADE AGREEMENTS ACT, BY HAROLD WILLIAMS, PRESIDENT 


The Institute of American Poultry Industries is a nonprofit organization 
which was organized nearly 33 years ago. Its members include processors and 
distributors of poultry and eggs and their products and, in addition, producers, 
breeders, hatcherymen, and other allied interests. 

The Institute of American Poultry Industries supports the extension of the 
Reciprocal Trade Agreements Act and its objective of expanding foreign trade 
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on a mutually benefiting basis through the elimination of unjust and unreason- 
able barriers to trade. 

The importance of the poultry and egg industry in the United States is self- 
evident. Poultry and eggs are the third largest producer of cash farm income. 
Gross farm income from poultry and eggs is greater than the total income from 
corn and all other feed grains put together, including Government payments. 
It exceeds the income from wheat, or cotton, or tobacco, or from fruits and 
vegetables. The income produced by poultry and eggs is exceeded only by the 
income received from red meat animals and dairy products. The 4 million 
farmers involved in the production of poultry and eggs are located in almost 
every county in the United States. The farmers who produce poultry and eggs 
and those upon whom they rely to process and distribute their products are 
largely small-business men. 

There has been little foreign trade in poultry products. Since the close of 
World War II, however, there has been a technological revolution in both the 
production and processing of poultry products. As a result of research, new 
breeds, new feeds, and new methods of processing have been developed. It is 
now possible to produce new meat-type chicken in 8 to 10 weeks, which, with 
new techniques in processing, are put in ready-to-cook form. This new-type 
high-quality product has resulted in virtually doubling per capita consumption. 
New markets are needed to provide additional outlets for our production. 

American poultry products are produced under the full impact of the inex- 
orable law of supply and demand. Production of poultry in the United States 
is subject to many factors which place domestic producers at a disadvantage 
with foreign producers. Most grains and other feed items going into domestic 
poultry and egg production are afforded price protection by some form of price 
support. This results in higher feed costs for American producers. On the 
other hand, the Government of the United States to a greater or lesser extent 
subsidizes grain for export, and to the extent that this lowers feed costs, foreign 
producers are given an advantage. Moreover, poultry production in the United 
States is subjected to rigid inspection requirements, which, while giving con- 
sumers added assurances of the wholesomeness of the product, nevertheless 
increase production costs. The high wage levels and employee benefits which 
are attendant with American production, and the high taxes which exist in the 
United States, also increase production costs. These facts all indicate that 
foreign producers need have no substantial fear of United States production. 
Notwithstanding the fact that United States poultry is competitive only at 
certain times during low-price cycles in the United States provided quality is 
taken into consideration, a substantial foreign market potential for American 
poultry nevertheless exists because of the great possibilities for an expansion 
in the consumption of poultry products. This will provide an enlarged market 
for all poultry products regardless of where produced. There is good reason to 
believe that export demand may be stimulated through adequate promotion and 
market development programs. In the last year or so Western Germany and 
Switzerland have commenced purchasing United States poultry products in com- 
mercial quantities for the first time in history. The product currently being 
exported from the United States is not displacing other production—it is the 
result of increased consumption and represents entirely new marketings. By 
providing foreign consumers with the high-quality meat-type ready-to-cook new 
product which has been developed in the United States and is not generally pro- 
duced elsewhere, increased consumer acceptibility and expanded foreign mar- 
kets are being created. Per capita poultry consumption in all other countries 
of the world, with the exception of Canada, is extremely low when compared 
with United States consumption. For example, the country which is currently 
the largest exporter of poultry in the world has a per capita consumption of 
only a little over 2 pounds as compared to a United States consumption of 31 
pounds. 

Increased markets for poultry not only serve to supply the growing needs and 
demands for foreign consumers for additional protein products, but also furnish 
outlets for substantial quantities of surplus feedstuffs. 

Despite the low per capita consumption generally in the other countries of 
the world and the high level of cost attendant with United States production, 
almost all foreign countries maintain trade barriers in some form which restrict 
market opportunities for United States poultry. The attached table illustrates 
the extent and nature of these barriers. 
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It is obvious that in many instances restrictions are being unjustly applied 
against United States poultry, but not against poultry originating from other 
sources, by countries whose indigenous production is incapable of producing 
sufficient poultry products to supply consumer demand and an adequate protein 
diet. The Institute of American Poultry Industries in supporting an extension 
of the Reciprocal Trade Agreements Act recommends that in carrying out a 
renewed and extended trade agreements authority a high priority be placed on 
the elimination or modification of these restrictions. 


Foreign restrictions on import of United States poultry 
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1 Limited dollar exchange being made available. 
FRANK H. FLEErR Corp., 
Philadelphia, Pa., July 2, 1958. 
Hon Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


DEAR SENATOR Byrd: Convinced of the importance of expanding foreign trade 
to the sustained vitality and growth of the American economy and to our na- 
tional security in a troubled world, I wish to express my support for H. R. 
12591, a bill to continue the Trade Agreements Act for another 5 years. 

I support this bill—particularly the need for a 5-year renewal, the new tariff- 
negotiating authority for the President, and the retention in the Presidency 
of authority to dispose of Tariff Commission recommendations according to 
the dictates of the national interest—because its provisions, on the whole, will 
help the United States exert its influence in reducing the barriers to trade 
in the free world. Much more than a liberal trade policy is needed if we are 
to achieve our objectives of economic health and national security. But a 
policy of trade liberalization is an indispensable part of the effort we must 
make to further those objectives. 

Expanded foreign trade, with its many constructive implications for our 
national economic well-being and our Nation’s security, is important to me 
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as a citizen. It is also important to me as a business executive wnose com- 
pany depends on export sales for more than 10 percent of its total business. 

Our product, in its full-blown simplicity, is bubble gum. I harbor no pre- 
tensions—and I make none—that bubble gum is one of the essentials of a richer 
life in our own market or in the markets to which we export. It is, however, 
one of the huge numbers of nonessentials that go into making up the frost- 
ing on the cake of our standard of living. More and more luxury goods for 
more and more people who can afford to pay for them and who seek an ever- 
expanding variety of goods from which to choose—this is the dynamic American 
economy at work. 

I submit that, to the extent that foreign purchasing power and dollar re- 
serves permit rising purchases of bubble gum from the United States, such in- 
creases will reflect increments in economic vitality and political stability of 
great value to us all. 

An expanding volume of foreign trade, to which a policy of freer trade has 
contributed so much for the past quarter century, has been good business for 
the American economy. Increased foreign trade is good for the other na- 
tions of the world; it means business, jobs, and more and better goods—the 
luxury kind as well as the essentials—available to the consumer. 

A sustained increase in the flow of nonessential consumer goods across na- 
tional borders signifies and contributes to healthier economic conditions in the 
buying nations, and it means happier consumers. A happy consuming public is 
an indispensable ingredient to economic strength and political stability. Coun- 
tries that enjoy both are the best kind of allies in an alliance confronted by 
the dangers of aggression and subversion. American-produced luxury goods 
are highly desired by consumers all over the world, but the ability of foreign 
nations to allocate dollars to pay for the quantities of luxury goods their im- 
porters wish to order is greatly restricted. The limitations that the realities 
of the foreign exchange situation have placed on currency convertibility have 
thus seriously restricted the convertibility of consumer desires into dollar 
purchases. 

This already has impact on my company. At the present level of tariffs in 
foreign countries, where ever-increasing local production of lower priced com- 
petitive products is evident, we are attempting to sustain and increase our 
export sales purely on the basis of higher quality and better merchandising 
methods. The price of our product to the ultimate consumer abroad is rigidly 
confined to the specific coinage involved. Increased tariff costs abroad, there- 
fore, could not be passed on to the consumer and we would be forced completely 
out of many foreign markets. There is a maximum acceptable price, even 
on quality products, if appreciable sales volume is to be maintained and 
increased. 

In the recent past, it was only the active pursuance of the positive reciprocal 
trade agreements features, supported by the facilities offered by mutual agree- 
ments under GATT, that we, and other American manufacturers, were able to 
persuade a tariff commission in western Europe not to heed representations by 
local manufacturers of competitive products to have prohibitive tariffs levied 
against imported products of the type we make. 

A foreign trade policy on the part of the United States that promotes United 
States import trade—the major source of dollars available to the rest of the 
world—will foster an expansion of our export trade, which is so important to 
so many American industries. A steady improvement in the world’s dollar 
position will lead to an increased flow of luxury goods from this country—the 
kinds desired by adults and the kinds desired by children. This is good busi- 
ness for our own producers, with good economic and political implications for 
the consuming countries. The result all around?—a spur to economic well- 
being and national security for all concerned. 

When more foreign nations can afford to allocate more dollars to pay for more 
bubble gum from America, that will of course mean more business for my small 
company. Because it would mean much more is the principal reason for my 
addressing this statement to the Committee on Finance. It would mean closer 
ties between American people and the consuming public abroad. It would mean 
stronger, more dependable allies for the United States. It would signify rapidly 
rising standards of living, meaning enhanced market potential for American 
exports of all kinds. 

Freer international trade tends to foster that kind of world. It is an indis- 
pensable force in reducing the import and exchange controls that in many parts 
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of the world still pose serious barriers to the freer flow of goods in international 
commerce. Without a policy of freer trade, we stand no chance of protecting 
the great stake we have in exports in western Europe, for we would not have at 
our disposal the negotiating authority we must have to achieve a lowering of 
external tariffs of custom unions like the European Common Market. A 5-year 
extension is essential to meet that problem with businesslike effectiveness. 

A 5-year extension is essential for another reason. Ours should be a foreign- 
trade policy in whose dependability our own importers and exporters and those 
of other nations can have confidence—the kind of confidence necessary to stimu- 
late investment in trade promotion without the fear that success in the expan- 
sion of trade will be penalized by new restrictions enacted into legislation at 
the next short-term renewal of the Trade Agreements Act. We rightly express 
our concern over the lack of a suitable climate for United States private invest- 
ment in many parts of the world. We should not tarnish our own record in 
this respect by penalizing the success of those who invest capital—trade promo- 
tion capital—in our own country. 

As a bubble-gum manufacturer, I can quite properly urge the Senate to eschew 
any and all efforts to foist restrictive trade policies and any form of economic 
isolationism on the American people. I can properly urge the Senate to enact 
legislation which prevents the machinery of the international exchange of goods 
and services from becoming stuck with restrictions that hurt the consumers 
of all nations. And I can properly say, as I did before the House Ways and 
Means Committee, that I do not want to see our professions of belief in free-world 
unity, our announced support of democratic institutions everywhere, and our 
proclaimed devotion to the rising of living standards throughout the community 
of free nations become just a huge bubble, easily burst by the dangerous con- 
sequences of a policy of trade restriction. 

I believe that the national interest demands your support of H. R. 12591 if 
we are to move confidently toward the goals I have sought to define. 

Very truly yours, 
GILBERT B. MustTIn, Jr., 
Executive Vice President. 


NORWALK, CONN., June 5, 1958. 
Hon. Harry FiLoop Byrp, 
Chairman of the Senate Finance Committee, 
Washington, D. C.: 


As a resident of Westport and manufacturer of Norwalk, both in the Fourth 
Congressional District of Connecticut and a citizen of the United States of 
America, I ask the committee to stimulate international trade and develop a 
favorable foreign-trade policy by supporting the reciprocal trade agreements 
program bills, H. R. 10368 and H. R. 10869, and make this appeal part of your 
record. 

HaArRotp W. KEPHART, 
Paperboard Laminating Corp. 


(Whereupon, at 1:35 p. m., the committee recessed, to reconvene 
at 10:05 a. m., Friday, June 27, 1958.) 
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